UNEMPLOYMENT COMPENSATION 


HEARINGS 


BEFORE THE 


COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
ON 


THE SUBJECT OF PROPOSED AMENDMENTS TO THE FEDERAL LAWS 
ON UNEMPLOYMENT COMPENSATION 


APRIL 7, 8, 9, 10, 13, 14, 15, AND 16, 1959 


Printed for the use of the Committee on Ways and Means 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1959 


] 
39678 


COMMITTEE ON WAYS AND MEANS 
WILBUR D. MILLS, Arkansas, Chairman 


AIME J. FORAND, Rhode Island 
CECIL R., KING, California 

THOMAS J. O’BRIEN, Illinois 

HALE BOGGS, Louisiana 

EUGENE J. KEOGH, New York 
BURR P. HARRISON, Virginia 
FRANK M. KARSTEN, Missouri 

A. 8. HERLONG, Jr., Florida 

FRANK IKARD, Texas 

THADDEUS M. MACHROWICZ, Michigan 
JAMES B. FRAZIER, Jr., Tennessee 
WILLIAM J. GREEN, Jr., Pennsylvania 
JOHN C. WATTS, Kentucky 

LEE METCALF, Montana 


RICHARD M. SIMPSON, Pennsylvania 
NOAH M. MASON, Ulinois 

JOHN W. BYRNES, Wisconsin 
HOWARD H. BAKER, Tennessee 
THOMAS B. CURTIS, Missouri 
VICTOR A. KNOX, Michigan 

JAMES B. UTT, California 

JACKSON E. BETTS, Ohio 

BRUCE ALGER, Texas 

ALBERT H. BOSCH, New York 


Leo H. Irwin, Chief Counsel 

Joun M. Martin, Jr., Assistant Chief Counsel 
Tomas A. MARTIN, Minority Counsel 
Grrarp M. BRANNON, Professional Staff 


Pr 
Te 
Ac 
Ad 
AF 
Alt 
Am 
Am 
p 
Am 
Ame 
Ame 
Ame 
Ame 
Anth 
Arka 
Assoc 
dir 
Assoc 
pre 
Assoc 
une 
Assoc 
pre: 
Associ 
Bank} 
Mic 
Bartle 
Assc 
Batt, | 
Becker 
Sity_ 
Benson 
Blatnik 
Bullard 
tary, 
Burns, 
Univ 
Cantre] 
Ine__ 
Carey, 
CIO. 


CONTENTS 


Press release dated March 10, 1959, announcing public hearings 
Text of H.R. 3547 


STATEMENTS 
Actors Equity Association: 
Bankhead, Tallulah 
Cass, Peggy, member, governing board 
Harding, Alfred, assistant to the president 
Weston, Edward, member, equity council 
Addonizio, Representative Hugh J., of New Jersey 
AFL-CIO: 
Carey, James B., secretary-treasurer, industrial union department _ 
Lesser, Leonard, direetor of social security 
Meany, George, president 
Altoona, Pa., Hon. Robert W. Anthony, mayor 
Amalgamated Clothing Workers of America, Jacob Clayman, attorney ___ 
American Association for Social Security, Mrs. Henrietta C. Epstein, vice 
president 
American Hospital Association: 
Groner, Frank, member, board of trustees 
Williamson, Kenneth, associate director 
American Hotel Association: 
Herndon, Vernon 
Ryan, M. O 
American Publie Welfare Association, Thomas J. 8. Waxter 
American Telephone & Telegraph Co., Glen Ireland 
Americans for Democratic Action, Edward D. Hollander, national director_ 
Anthony, Hon. Robert W., mayor, Altoona, Pa 
Arkansas State AFL-CIO, Wayne E. Glenn, president 
— Industries of Arkansas, Inc., Frank W. Cantrell, managing 
irector 
ss Industries of Kentucky, Rayburn Watkins, executive vice 
president 
Associated Industries of Massachusetts, Pertram F. Collins, director of the 
unemployment compensation department 
Associated Industries of Missouri, Theodore J. Krauss, executive vice 
president 
Associated Industries of New York State, Joseph R. Shaw, president-_-- 
Bankhead, Tallulah, Actors Equity Association 
reuse Sewell, director, Research and Statistics Department, State of 
ichigan 
Bartley, E. Russell, director of industrial relations, Illinois Manufacturers’ 
Association 
Batt, William L., Jr., secretary of labor and industry, Pennsylvania 
Becker, Rev. Joseph M., 8.J., Institute of Social Order, St. Louis Univer- 


Sity 


BY THE 
NITED 
Ge 
Page 
94 
559 
559 
559 
559° 
813. 
842 
842 
398 
178 
1076 
1022 
478 
478 
312 
312 
752 
683 
947 
178 
122 
111 
150 
277 
379 
1083 
559 
| 1401 
‘ 133 
785 
Benson, Paul E., National Canners Association. 470 
Blatnik, Representative John A., of Minnesota_.........-------------- 915 
Bullard, Fred B., Kentucky Chamber of Commerce, and executive secre- 
tary, Kentucky Coal Association __._._..-.------------------------ 159 
Burns, Prof. Eveline M., New York School of Social Work, Columbia 
University, for National Consumers League_._.__.-.------.--------- 370 
epee Frank W., managing director, Associated Industries of Arkansas, ie 
Carey, James B., secretary-treasurer, Industrial Urion Department, AFL— 


IV CONTENTS| 


Cass, Peggy, member, governing board, Actors Equity Association 

Chamber of Commerce of the United States, E. 8. Willis 

Cheatham, Walter M., manager, governmental department, Georgia State 
Chamber of Commerce 


Clark, John, president, International Union of Mine, Mill, & Smelter 
Workers 


Ceepes, Frank E., counsel, Michigan Manufacturers’ Association and 

ichigan Employers’ Unemployment Compensation Bureau 

Cruger, Frank M., vice president, National Small Business Men’s Asso- 
ciation 

Council of State Chambers of Commerce, 8. L. Horman, chairman, social 
security committee 

Davis, Representative Clifford, of Tennessee 

Detroit, Mich., Louis C. Miriani, mayor 

Dilworth, Hon. Richardson, mayor, Philadelphia, Pa 

Dingell, Representative John D., of Michigan 

gre Mrs. Henrietta C., vice president, American Association for Social 

curit 

Ewens, Robert A., executive vice president, Wisconsin Manufacturers 

Ezelle, Sam, executive secretary, Kentucky AFL-CIO 

Farbstein, Representative Leonard, of New York 

Farmer, William H., chairman, Legislative Committee, Interstate Con- 
ference of Employment Security Agencies 

Fernés-Isern, Dr. Antonio, Resident Commissioner of Puerto Rico 

Field, Sam H., Committee on Social Security, Mid-Continent Oil and Gas 
Association 

Friedel, Representative Samuel N., of Maryland 

Gallagher, Representative Cornelius E., of New Jersey 

Georgia Emplo ment Security Agency, Otis L: Hathcock, general counsel. 

Georgia State Chamber of Commerce: 

gg Walter M., manager, governmental department 
e, 


Halpern, Representative Seymour, of New York 

Hannah, O. B., director of unemployment insurance, Department of Eco- 
nomic Security, Kentucky 

Harding, Alfred, assistant to the president, Actor’s Equity Association_ -- 

Harding, Curtis P., member, executive committee, Interstate Conference 
of Employment Security Agencies 

Hathcock, Otis L., general counsel, Georgia Employment Security Agency 

Herndon; Vernon, American Hotel Association 

Hollander, Edward D., national director, Americans for Democratic 


Horman, S. L., chairman, Social Security Committee, Council of State 
Chambers of Commerce 

Humphrey, Senator Hubert H., of Minnesota 

Illinois Manufacturers’ Association, E. Russell Bartley, director of indus- 
trial relations 

Illinois State Chamber of Commerce, James W. Rees, chairman, social 
security committee 


Ir 
Page 
559 In 
772 In 
766 In 
Clayman, Jacob, attorney, Amalgamated Clothing Workers of America__ 1076 
Cocke, Erle, J State Chamber of 766 
Coffin, Prank. M., of Maine, Toy 
Cohelan, Representative Jeffery, of California_._..___..__...----.-.----. 706 Ire 
Collins, Bertram F., director of the Unemployment Compensation De- Ka 
partment, Associated Industries of Massachusetts_.__...........---.. 277 Ka 
Commerce and Industry Association of New York, James J. Maher, chair- Ke: 
man, social security | 108] 0 
Compton, R. T., National Association of Manufacturers__...........--. 712 — Ke 
Cook, Wesley W., vice president, Textile Workers Union of America, Ke: 
Ker 
917 E 
Ker 
486 
391 Kra 
477 M 
297 Lab 
169 Lan 
769 & Less 
Lest 
1022 
cis 
337 Love 
342% Mah 
703 In 
Mea 
1% Mey 
74 Mict 
367 
18% Mich 
8lé Ms 
20m Mich 
plo 
76 Mid- 
766 sec 
Glenn, Wayne E., president, Arkansas State Mirie 
Gray, L. Ww, legal counsel and director of insurance, Texas Manufacturers b Missc 
Groner, Frank, member, board of trustees, American Hospital Associa- a — 
Natio 
Natio 
Natio 
secr 
Natio 
1% Soci 
Natio: 
pres 
New J 
0’Gra 
3a Cha: 
Oliver, 
Penns} 
134 try_ 


CONTENTS 


Vv 


Indiana Manufacturers Association, Claude A. Loesch, administrative as- Page 


Indiana State AFL-CIO, Dallas Sells, president 
International Union of Mine, Mill & Smelter Workers, John Clark, presi- 


Interstate Conference of Employment Security Agencies: 
Farmer, William H., chairman, legislative committee 
Harding, Curtis P., member, executive committee 
Kendall, Henry E., member, legislative committee 
Morrison, John, president 
Teets, Bernard E., member, executive committee 
Iowa, State of, Hon. Herschel C. Loveless, Governor 
Ireland, Glen, American Telephone & Telegraph Co 
Karth, Representative Joseph E., of Minnesota 
Kastenmeier, Representative Robert W., of Wisconsin 
Kendall, Henry E., member, Legislative Committee, Interstate Conference 
of Employment Security Agencies 
Kentucky AFL-CIO, Sam Ezelle, executive secretary 
tucky of, Commerce and Kentucky Coal Association, Fred 
B. Bullar 
Kentucky Coal Association and Kentucky Chamber of Commerce, Fred. 
B. Bullard 
Kentucky, Department of Economic Security: 
Hannah, O. B., director of unemployment insurance-..-..----------- 
Scrantarelli, A. L., supervisor of contributions . 
eg 8 Theodore J., executive vice president, Associated Industries of 
Missouri 
Labor, Department of, Hon. James T. O’Connell, Under Secretary 
Lane, Representative Thomas J., of Massachusetts 
Lesser, Leonard, director of social security, AFL-CIO . 
Lester, Richard A., professor of economics, Princeton University 
Loesch, Ciaude A., administrative assistant, Indiana Manufacturers Asso- 
ciation 
Loveless, Hon. Herschell C., Governor of Iowa 
Maher, James J., chairman, Social Security Committee, Commerce and 
Industry Association of New York 
Meany, George, president, AFL-CIO 
Meyner, Hon. Robert B., Governor of New Jersey 
Michigan, State of: 

Bareus, Norman, director, research and statistics department 
Williams, Hon. G. Mennen, Governor - 
Michigan Employers’ Unemployment Compensation Bureau and Michigan 

Manufacturers’ Association, Frank E, Cooper, counsel 
Michigan Manufacturers’ Association and Michigan Employers’ Unem- 
ployment Compensation Bureau, Frank E. Cooper, counsel : 
Mid-Continent Oil & Gas Association, Sam H. Field, committee on social 
security 
Miriani, Hon. Louis C., mayor of Detroit, Mich 
| Moorhead, Representative William S., of Pennsylvania 
vor Se John, president, Interstate Conference of Employment Security 
gencies 
National Association of Manufacturers, R. T. Compton 
National Canners Association, Paul E. Benson 
National Conference of Catholic Charities, Rt. Rev. Msgr. John O’Grady, 
Secretary 
National Consumers League, Prof. Eveline M. Burns, New York School of 
Social Work, Columbia University 
National Small Business Men’s Association, Frank M. Cruger, vice 


184 


468 


486 


1089 
699 


772 
766 
195 
468 195 
1076 195 
766 195 
287 195 
701 513 
706 683 
501 
277 1029 
1031 195 
712 342 
567 159 
917 159 
486 159 
159 
391 
47 379 
297 2 
169 533 
769 $42 
255 
102 
; 184 
513 
_ 7163 1031 
- 398 
. 818 
=, 
1401 
. 1401 
. 
917 
917 
367 
297 
395 
289 
ig 473 195 
712 
470 
1089 
tic _ J New Jersey, State of, Hon. Robert B. Meyner, Governor....----.------ 818 
ate 0 Grady, Rt, Rev. Msgr. John, secretary, National Conference of Catholic 
Oliver, Representative James C., of 
nis- 7 Pennsylvania, State of, William L. Batt, Jr., secretary of labor and indus- ial 
cial 


VI CONTENTS 


Philadelphia, Pa., Hon. Richardson Dilworth, mayor___--.---..--------- 
Pollock, William, general president, Textile Workers Union of America, 


Porter, Representative Charles O., of Oregon___..--.------------------ 705 
Price, Representative Melvin, of Illinois__---.-.....------------------ 811 
Pucinski, Representative Roman C., of Illinois__-_.-...-..------------ 294 
Rabaut, Representative Louis C., of Michigan---_-.......-..---------- 101 
Rees, James W., chairman, Social Security Committee, Illinois State 

Reuss, Representative Henry of 1027 
Rodino, Representative Peter W., Jr. of New Jersey --_-..-...------------ 104 
Ryan, M. O., American Hotel Association _--._._..........------------ 312 
Scrantarelli, A. L., supervisor of contributions, Department of Economic 

Sells, Dallas, president, Indiana State AFL—CIO__-___---._---.----..---- 325 


Shaw, Joseph R., president, Associated Industries of New York State_... 1083 
Smith, Stanton E, president, Tennessee State Labor Council, AFL—-CIO.. —_ 680 
Stetin, Sol, vice president, Textile Workers Union of America, AFL-CIO... _567 
Teets, Bernard E., member, Executive Committee, Interstate Conference 

Tennessee State Labor Council, AFL-CIO, Stanton E. Smith, president__ 680 
Texas Manufacturers Association, L. W. Gray, legal counsel and director of 

Textile Workers of America, AFL-CIO: 


Pollock, William, general president._.___.-------.---------------- 567 
Toll, Representative Herman, of Pennsylvania_-_-.-.-.---------------- 109 
Van Zandt, Representative James E., of Pennsylvania__.__....-------- 99, 177b 
Watkins, Rayburn, executive vice president, Associated Industries of 
150 
Waxter, Thomas J. 8., American Public Welfare Association -_......-.--- 752 
Weston, Edward, member, equity council, Actor’s Equity Association._.. 559 
Williams, Hon. G. Mennen, of Michigan 1401 
Williamson, Kenneth, associate director, American Hospital Association.. 478 
Willis, E. S., Chamber of Commerce of the United States_-...--------- 772 
Wisconsin Manufacturers Association, Robert A. Ewens, executive vice 
Zelenko, Representative Herbert, of New York_-_---------------------- 1029 


ADDITIONAL STATEMENTS 


Acers, Maurice, employer representative, Texas Employment Commission. 1156 
AFL-CIO, Walter P. Reuther, president, industrial union department_ __ 
Amalgamated Meat Cutters & Butcher Workmen of N.A., AFL-CIO, 
Thomas J. Lloyd, president, and Patrick E. Gorman, secretary-treasurer_ 1159 
American Farm Bureau Federation. 1142 
American Life Convention & Life Insurance Association of America__----- 1158 


American Retail Federation, Rowland Jones, Jr., president_......--.---- 387 
Boyer, Harry, president, Pennsylvania CIO Council __-~-.-------------- 1162 
Brown, Edwin C., secretary-treasurer, and Thomas F. Policastro, president, 
California State Chamber of Commerce, Robert A. Hornby, second vice 
president, and chairman, statewide industrial insurance committee__---- 696 
Conference of State Manufacturers’ Associations. ______-.------------- 1142 
Danstedt, Rudolph T., National Association of Social Workers -- - - - ----- 1165 
Else, John H., legislative counsel, National Retail Lumber Dealers Associa- 0 


Gorman, Patrick E., secretary-treasurer, and Thomas J. Lloyd president 
Amalgamated Meat Cutters & Butcher Workmen of N. A., AFL-CIO. 
Hobbs, Walden P., chairman, social security committee, Nativnal Retail 

Holleman, Jerry R., president, Texas State AFL-CIO_-_--.....--------- 807 
Hornby, Robert A., chairman, statewide industrial insurance committee, 
and second vice president, California State Chamber of Commerce----- 696 


Page Hubl 
169 an 
Inter 
Jone: 

Life 
Lloy 
An 
Lock 
Ca 
Nati 
Nati 
Nati 
cot 
Nati 
sec 
Nets: 
Penn 
Police 
ure 
Reut 
Rhoc 
Texa 
Texa 
Yode 
Acto 
un 
tee 
Adan 
AFL 
me 
AFL 
for 
APL. 
let 
Air 7 
aff. 
Alab: 
let 
Altoc 
chi 
Ame! 
to 
| Ame! 
de! 
en 
Ame: 
E. 

A 
let: 
Ame! 
to 


CONTENTS 


Hubbard, William B., president, Inter-Association Unemployment Insur- 
ance Committee 

Inter-Association Unemployment Insurance Committee, William B. 
Hubbard, president 

Jones, Rowland, Jr., president, American Retail Federation 

Life Insurance Association of America and American Life Convention- --- 

Lloyd, Thomas J., president, and Patrick E. Gorman, secretary-treasurer, 
Amalgamated Meat Cutters & Butcher Workmen of N. A., AFL-CIO_- 

Lockley, Lawrence C., dean, School of Commerce, University of Southern 
California 

National Association of Social Workers, Rudolph T. Danstedt 

National Farmers U 


National Retail Merchants Association, Walden P. Hobbs, chairman, social 
Netschert, William 
Pennsylvania CIO Council, Harry Boyer, president 
Policastro, Thomas president, and Edwin C. Brown, secretary-treas- 
urer, Rhode Island AFL-CIO 
Reuther, Walter P., peers, Industrial Union Department, AFL—CIO_- 
Rhode Island AFL-CIO: 
Brown, Edwin C., secretary-treasurer 
Policastro, Thomas F., president 
Texas Employment Commission, Maurice Acers, employer representative - - 
Texas State AFL-CIO, Jerry R. Holleman, president 
Yoder, Dr. Dale, Stanford University 


LETTERS, EXHIBITS, ETC, 


Actors’ Equity Association, Edward Weston, chairman, committee on 
unemployment insurance, letter to Leo H. Irwin, chief counsel, Commit- 
tee on Ways and Means, dated April 16, with statistics enclosed 

Adamson, Phil H., letter to Congressman Mills, dated April 6, 1959 


AFL-CIO, James B. Carey, secretary-treasurer, industrial union depart- 
ment: 
Excerpt from General Electric News dated March 13, 1959, entitled 
“The Decision Makers’’ 
Recommendations for congressional action for our Federal- 


State unemployment insurance system signed 
sors in the economics or related fields 

AFL-CIO, George Meany, president, memorandum entitled ‘“‘The Case 
for the Federal Unemployment Compensation Standards Bill” 

AFL-CIO, Walter P. Reuther, president, industrial union department, 
letter to Congressman Mills, dated April 13, 1959 

Air Transport Association of America, Leo Seybold, vice president, Federal 
affairs, letter to Congressman Mills, dated April 17, 1959 

Alabama Textile Manufacturers Association, Inc., E. R. Lehman, president, 
letter to Congressman Mills, dated April 1, 1959 

Altoona, Pa., Hon. Robert W. Anthony, mayor, telegram to Leo H. Irwin, 
chief counsel, Committee on Ways and Means, dated May 13, 1959_--- 

American Bar Association, Lee I. Park, chairman, section of taxation, letter 
to Congressman Mills, dated April 13, 1959, with an enclosure entitled 
“Employment Taxes’ 

_ American Cotton Manufacturers Institute, Inc., James A. Chapman, presi- 
ae gal to Congressman Mills, dated April 17, 1959, with resolution 
enclose 

American Federation of State, County, and Municipal Employees, Gordon 

Brewer, civil service counsel, letter to Congressman Mills, dated 
merican Hospital Association, Kenneth Williamson, associate director, 
letter to Congressman Mills, dated April 14, 1959 

American Nurses’ Association, Inc., Mrs. Judith G. Whitaker, R.N., letter 
to Congressman Mills, dated April 17, 1959 


y 21 college profes- 


vir 
Page Page 
169 1152 
567 1152 
705 387 
811 1158 
294 
101 1159 
142 1111 
1027 1165 
1164 
535 National Retail Lumber Dealers Association, John H. Else, legislative 
159 494 
395 708 
1083 1162 
680 
567 409 
842 
195 
630 409 
409 
797 1156 
807 
567 1124 
567 
567 
109 
177b 
565 
1134 
559 
7 
897 
409 
1156 840 
842 
1157 
1159 
1142 1140 
1158 
387 183 - 
1162 
409 1114 
696 
1142 1141 
1165 
496 397 
1159 482 
44 484 
807 
696 


VITI CONTENTS 


American Telephone & Telegraph Co., Glen Ireland: 
Excerpt from statement made by Senator La Follette, of Wisconsin, 

in the Congressional Record of June 15, 1935-_.-.---------------- 
Exhibit A. he Pacific Telephone & Telegraph Co. summary of un- 
employment insurance reserve account and contribution rates for 
unemployment insurance for State of California ----~---~.-------- 
Americans for Democratic Action, Edward E. Hollander, national director: 
Letter to Congressman Mills, dated April 17, 1959, with two news- 
paper clippings enclosed... 

Letter to Congressman Mills, dated April 20, 1959, with considerable 
Anthony, Hon. Robert W., mayor, Altoona, Pa., telegram to Leo H. 
aaa chief counsel, Committee on Ways and Means, dated May 13, 


ene Industries of Arkansas, Inc., Frank W. Cantrell, managing 
irector: 
Letter to Congressman Mills, dated April 7, 1959__..-------------- 
Marital status of the unemployed May 1958--_--.----------------- 
Roster of Conference of Southern Industrial Associations - - ~~~ ------ 
Bartley, E. Russell, director of industrial relations, Illinois Manufacturers’ 
Association, Illinois senate resolution No. 19_.-.-.------------------ 
Becker, Rev. Joseph M., S.J., Institute of Social Order, St. Louis Univer- 
sity, article entitled ‘Security for the Jobless” from the April 25, 1959, 
Beer, Wallace E., letter to Congressman Mills, dated April 9, 1959__----- 
hngen & Bischoff, letter to Congressman 


to Co 
Brady, BE. P., George D. Emerson Co., letter to Congressman Mills, dated 
Bramblett & Sloan, William Sloan, letter to Congressman Mills, dated 
Brewer, Gordon E., civil service counsel, American Federation of State 
County, and Municipal Employees, letter to Congressman Mills, da 
Bridgeport, Conn., Hon. Samuel J. Tedasco, mayor, letter to Committee 
te ays and Means, dated April 15, 1959__----.------------------- 
Brigham, James W.., agen | Diagraph-Bradley Industries, Inc., letter 
to Congressman Mills, dated April 2, 1959__-.----..-.-------------- 
Brooks, Derek, manager, Washington office, National Retail Furniture 
Association, letter to Congressman Mills, dated April 16, 1959_ - ------ 
Brooks, Hon. Ralph G., Governor of Nebraska, telegram to Senator John 
F. Kennedy, of Massachusetts, dated March 23, 1959_.--.----------- 
Brown, Hon. Edmund G., Governor of California, telegram to Senator 
John F. Kennedy, of Massachusetts, dated April 1, 1959__----------- 
Bullard, Fred B., Kentucky Chamber of Commerce, and executive secre- 
oy. Kentucky Coal Association: 
able I: Rate of insured employment----_----.-------------------- 
Table II: Average weekly wage in industries covered by Kentucky 
unemployment insurance law, 1939-58 - 
Burhop, W. W., president, Wayne Plastic Corp., letter to Congressman 
Burns, Prof. Eveline M., New York School of Social Work, Columbia Uni- 
versity, for National Consumers League, letter to Congressman Mills, 
Cannon, W.-C., president, North Carolina Textile Manufacturers Associa- 
tion, Inc., letter to Congressman Mills, dated April 9, 1959__--._----- 
Cantrell, Frank W., managing director, Associated Industries of Arkansas, 


ne.: 

Letter to Congressman Mills, dated April 7, 1959_......--------- 
Marital status of the unemployed May 1958_--.------------------ 
Roster of Conference of Southern Industrial Associations - ----~------ 


Ca 
Page 
687 Care: 
Inc 
19% 
688 Care} 

956 
I 

959 
Chap 
183 Ins 
resc 
Chap] 
Ass 
132 Coddi 
116 mar 
ci 
136 cour 
554 Colbo1 
1130 tion 
chief 
Collins 
mpt 
904 Sot 
om 
Cet, 
1132 
ooper 
397 Mic 
110 Apri 
1126 
Mills 
494 Del Ses 
man 
213 Detroit 
etter 
215 Diagray 
163 Dj Salle 
Tel 
163 Tel 
I 
1133 Docking 
Kenn 
nbar 
378 pain 
1189 
dated 
132 
116 twin, 


Arkansas State AFL-CIO, Wayne E. Glenn, president, letter to Leo H. 
Irwin, chief counsel, Committee on Ways and Means, dated May 15, 
Borth, Robert T., Washington representative, General Electric Co., letter 
I 
118 


CONTENTS 


Capehart, Senator Homer E., of Indiana, letter to Congressman Mills, 
ated April 8, 1959 
Carey, Fred O., vice president, Fred O. Carey & Sons Construction Co., 
a letter to Senator Homer E. Capehart, of Indiana, dated March 31, 
195 
we James B., secretary-treasurer, industrial union department, AFL- 


Exeerpt from General Electric News dated March 13, 1959, entitled 
“The Decision Makers” 

Recommendations for congressional action for improving our Federal- 
State unemployment insurance system signed by 21 college profes- 
sors in the economics or related fields 

Chapman, James A., president, the American Cotton Manufacturers 
Institute, Ine., letter to Congressman Mills, dated April 17, 1959, with 
resolution enclosed 


Cohen, Wilbur J., professor of public welfare administration, School of 
Social Work, University of Michigan, letter to Leo H. Irwin, chief 
counsel, Committee on Ways and Means, dated April 13, 1959, with 
study entitled “Significant Findings on the Impact of the 1957-58 
Recession in Relation to Unemployment Insurance”’ enclosed 

Colborn, Fern M., secretary, social education and action, National Federa- 
tion of Settlements and Neighborhood Centers, letter to Leo H. Irwin, 
chief counsel, Committee on Ways and Means, dated April 13, 1959__- 

Collins, Hon. LeRoy, Governor of Florida, letter to Congressman Mills, 
dated April 10, 1959 

Compton, R. T., National Association of Manufacturers, article entitled 
“Some Early Activities of NAM in Industrial Safety and Workmen’s 
Compensation” 


tent esley, vice president, Textile Workers Union of America, AFL- 
Letter to Congressman Mills, dated April 22, 1959 


pril 22, 1959 
ry: Inc., T. A. Kirkwood, letter to Representative Donald J. 


Irwin, of Connecticut, dated April 6, 1959 


Ix 
Page 
ge 1135 
1135 
88 
156 867 
59 
897 
183 
1141 
Chappellet, Felix, vice president and general manager, Western Oil & Gas 
131 Association, letter to Mills, dated April 15, 1150 
Clauson, Hon. Clinton 4., Governor of Maine, telegram to Senator John 
F. Kennedy, of Massachusetts, dated March 23, 1959___.....-.-.---- 215 
132 Coddington, A. E., Jr., Coddington Packing Co., ine. , letter to Congress- 
man Mills, dated April 6, 1000... 
136 
1117 
554 
1130 
1165 
1126 
1106 
904 
712 
708 
Questionnaire and covering letter dated March 21, 1959_........--. 588 
Frank E., counsel, Michigan Manufacturers’ Association and 
3 + Employers’ Unemployment Compensation Bureau, letter to 
Leo H. Irwin, chief counsel, Committee on Ways and Means, dated 
1110 April 22, 1959, with article by Russell L. Hibbard. entitled ‘‘Unemploy- 
ment Compensation: Controlling Its Costs’’ enclosed_...........-.-. 940 
1126 @ Crown Tool, Inc., Leo R. Kastner, vice president, letter to Congressman 
494 B Del Sesto, Hon. Christopher, Governor of Rhode Island, letter to Congress- 
man Forand, dated April 22, 1959. 1107 
213 @ Detroit Hotel Association, Jim Hamilton, general manager, The Whittier, 
letter to Congressman Machrowicz, dated April 14, 1959_._.__-.--.--. 324 
215 @ Diagraph-Bradley Industries, Inc., James W. Brigham, president, letter to 
Congressman Mills, dated April 2, 1959__.__.....-----.-----------. 1126 
Dillinger, Wendell J., letter to Congressman Mills, dated April 14, 1959_. 1134 
163 @ Di Salle, Hon. Michael V., Governor of Ohio: 
Telegram to Congressman Mills, dated March 26, 1959_........-.-. 1107 
163 Telegram to Senator John F. Kennedy, of Massachusetts, dated 
1133 Docking, Hon. George, Governor of Kansas, telegram to Senator John F. 
| Kennedy, of Massachusetts, dated March 23, 1959___.-..----------. 213 
| Dunbar, Rice H., manager, Louisiana Manufacturers Association, and 
378 chairman of coordinating committee, petition addressed to Congressman 
Mills and the Committee on Ways and Means, dated April 11, 1959... 1143 
1139 Edstrom, j 
wards 
132 
116 1138 
118 


x CONTENTS 


Ezelle, Sam, executive secretary, Kentucky AFL-CIO: 


Bulletin from Associated’ Industries’ of Kentucky dated April 18, 


Letter from V. E. Barnes, commissioner, Department of Economic 
Security, Division of Employment Service, Kentucky, dated 
December 17, 1958 

Means, L. H., manager, relations and utilities, appliance and tele- 
vision receiver division, General Electric Co., letter to Morris 
Weintraub, dated January 3, 1958, with three enclosures 

Press clippings from various newspapers, all dated April 17, 1957-_--- 

Farmer, William H., chairman, Legislative Committee, Interstate Con- 
ference of Employment Security Agencies: 

Changes in unemployment compensation benefit amount and duration 
which were completed in 1958 and 1959 or are pending in 1959____ 

Legislative activity of States, 1959 (with reference to unemployment 
insurance) 

Fauri, Fedele F., dean, School of Social Work, University of Michigan, co- 
signer, with 20 other professors, of statement entitled “Improving Our 
Federal-State Unemployment Insurance System—Recommendations for 
Congressional Action’”’ 

Fernés-Isern, Dr. Antonio, Resident Commissioner of Puerto Rico, letter 
to Leo H. Irwin, chief counsel, Committee on Ways and Means, dated 
April 20, 1959 

First National Bank, Dallas, Tex.: The unemployment situation 

Fishback, H. O., Jr., president, Washington Conference on Unemployment 
Compensation, letter to Congressman Mills, dated April 2, 1959 

Florida, State of, Hon. LeRoy Collins, Governor, letter to Congressman 
Mills, dated April 10, 1959 

Freeman, Hon. Orville L., Governor of Minnesota, telegram to Senator 
Hubert H. Humphrey, of Minnesota, dated March 24, 1959 

Furculo, Foster, Governor of Massachusetts 

Gelormino, Hon. Anthony C., mayor, Torrington, Conn., letter to Congress- 
man Mills, dated April 15, 1959 

General Electric Co., Robert T. Borth, Washington representative, letter 
to Congressman Mills, dated April 17, 1959, with group of exhibits 
enclosed 

George D. Emerson Co., E. P. Brady, letter to Congressman Mills, dated 
April 24, 1959 

Georgia, State of, Hon. 8. Ernest Vandiver, Governor, letter to Congress- 

Glenn, Wayne E., president, Arkansas State AFL-CIO, letter to Leo H. 
Irwin, chief counsel, Committee on Ways and Means, dated May 15, 


Gray, L. W., legal counsel and director of insurance, Texas Manufacturers 
Association: 
Exhibit A: Statistical summary of Texas unemployment compensa- 
tion program 
Exhibit B: Texas Senate Resolution No. 112 
Exhibit C: Resolution 
Summary 
Gruber, J. E., editor, Springs Valley Herald, French Lick, Ind., letter to 
Congressman Mills, dated March 28, 1959 
Hamilton, Jim, general manager, The Whittier, Detroit Hotel Association, 
letter to Congressman Machrowicz, dated April 14, 1959 
Hamilton, Owen M., personnel director, Interstate Finance Corp., letter to 
_ Congressman Mills, dated April 4, 1959 
Hanover, Harold C., president, New York State AFL-CIO, telegram to 
Congressman Mills, dated April 14, 1959 
Herrly, R. A., letter to Congeannnen: Mills, dated April 14, 1959 
Hickey, Hon. J. J. Joe, Governor of Wyoming, telegram to Senator 
John F.-Kennedy, of Massachusetts, dated March 24, 1959 
Higgins, Richard R., president, the Kendall Co., letter to Congressman 
ills, dated April 14, 1959 
Hodges, Hon. Luther H., Governor of North Carolina, letter to Congress- 
man Mills, dated April 10, 1959 


Ho 
353 Ho 
Thi 
348 d 
344 
7 
Int 
201 
201 
897 
751 
1102 
1155 
Int 
1106 ( 
Tow 
213 
215 
1108 
Tre] 
904 
708 
1106 
Joi 
Ka 
803 
804 
804 Ka: 
803 
Ker 
1127 d 
Ker 
324 
1135 
915 
1127 
214 
1137 Ker 
1107 


CONTENTS 


Hollander, Edward D., national director, Americans for Democratic Action: 
Letter to Congressman Mills, dated April 17, 1959, with two newspaper 
clippings enclosed 
Letter to Congressman Mills, dated April 20, 1959, with considerable 
data enclosed 
Holleman, Jerry R., president, Texas State AFL-CIO, letter to Congress- 
man Ikard, dated April 9, 1959 
Illinois Manufactuerers’ Association, E. Russell Bartley, director of in- 
dustrial relations, Illinois Senate Resolution No. 19 
International Minerals & Chemical Corp., A. C. Thornton, director, per- 
were industrial relations, letter to Congressman Mills, dated April 
Interstate Conference of Employment Security Agencies: 
Farmer, William H., chairman, legislative committee: 
Changes in unemployment compensation benefit amount and 
a which were completed in 1958 and 1959 or are pending 
Legislative activity of States, 1959 (with reference to unemploy- 
ment insurance) 
Morrison, John, president, and committee, Interstate Conference of 
Employment Security Agencies, letter to Congressman Mills, dated 
April 16, 1959, with excerpt enclosed 
Teets, Bernard E., member, executive committee, table, entitled 
“How maximum unemployment compensation benefit entitlement 
in each State has been increased from mid-1939 to 1959 (including 
legislation pending in 1959)” 
Interstate Finance Corp., Owen M. Hamilton, personnel director, letter to 
Congressman Mills, dated April 4, 1959 
Iowa, State of, Hon. Herschel C. Loveless, Governor: 
Letter to Leo H. Irwin, chief counsel, Committee on Ways and Means, 
dated May 4, 1959 
a to Senator John F. Kennedy, of Massachusetts, dated March 


Ireland, Glen, American Telephone & Telegraph Co.: 
Excerpt from statement made by Senator La Follette, of Wisconsin, 


unemployment insurance for State of California 
Irwin, Representative Donald J., of Connecticut, letter to Congressman 
Mills, dated April 14, 1959 
Johnson, Eugene R., Jr., the Johnson Press, Inc., letter to Representative 
Leslie C. Arends, of Illinois, dated February 17, 1959 
Joint resolution, 8. R. No. 200, General Assembly of North Carolina 
Karth, Representative Joseph E., of Minnesota: 
The “Root bill” S.F. No. 244 


rs, all dated April 17, 1957_-__- 
e, and executive secretary, Kentucky 


d: 


xI 
Page Page 
348 956 
959 
35: 
806 
344 
1137 
201 
2 
01 201 
201 
897 
246 
751 
1102 
1155 234 
1106 1137 
213 
215 532 
1108 213 
904 in the Congressional Record of June 15, 1935.......--.---------- 687 
Exhibit A: The Pacific Telephone & Telegraph Co. summary of 
708 unemployment insurance reserve account and contribution rates for 
688 
1106 
1138 
131 1127 
1105 
502 
803 Resolution from St. Paul Trades and Labor Assembly, E. D. McKin- 
R04 Kastner, Leo R., vice president, Crown Tool, Inc., letter to Congressman 
Kendall Co., Richard R. Higgins, president, letter to Congressman Mills, 
Kentucky AFL-CIO; Sam Ezelle, executive secretary: 
324 Bulletin from Associated Industries of Kentucky dated April 18, 
1135 Letter from V. E. Barnes, commissioner, Department of Economic 
Security, Division of Employment Service, Kentucky, dated De- 
1127 Means, L. H., manager, relations and utilities, appliance and television 
receiver division, General Electric Co., letter to Morris Weintraub, 
214 dated January 3, 1958, with three enclosures_____....__._.__.___._._. 348 
Press clippings from various 344 
1137 Kentucky Chamber of Commerc 
Coal Association, Fred B. Bullar' 
1107 Table I: Rate of insured employment__.-..-...--.-.------------. 163 
Table II: Average weekly wage in industries covered by Kentucky 
unemployment insurance law, 1939-58.........----------------- 163 


CONTENTS 


Kentucky Coal Association, Fred B. Bullard, executive secretary, and 
Kentucky Chamber of Commerce: 
Table I: Rate of insured employment 
Table II: Average weekly wage in industries covered by Kentucky un- 
employment insurance law, 1939-58 
Kentucky Farm Bureau Federation, John W. Koon, executive secretary, 


letter to Representative John C, Watts, of Kentucky, dated April 3, 


1959 
, T. A., Edwards Co., Inc., letter to Representative Donald J. 
Irwin, of Connecticut, dated April 6, 1959 
Knightstown Telephone Co., Inc., E. C. Mull, manager, letter to Con- 
gressman Mills, dated April 6, 1959 
Koon, John W., executive secretary, Kentucky Farm Bureau Federation, 
letter to Representative John C, Watts, of Kentucky, dated April 3, 


Labor, Secretary of, Hon. James P. Mitchell: 
Letter to Congressman Mills, dated April 10, 1959 
Statement of position favoring Federal action to improve unemploy- 
ment benefits, Federal Advisory Council, December 2-3, 1958 
Labor, Hon. James T. O’Connell, Under Secretary of: 
Discussion of nonprofit coverage 
Estimated yearend balances of the Federal unemployment account_ -- 
Extent of unemployment among workers of small firms 
Impact of increased prices 
Loans made from the Federal unemployment account 
Reports of Federal Advisory Council on taxable wage base 
Statement and draft of a bill to extend and improve the unemploy- 
ment insurance program 
Statement and draft of a bill to extend the Federal-State unem- 
ployment compensation program to Puerto Rico 
Statement and draft of a bill to revise and improve the financing 
provisions of the employment security program 
Statements pro and con anent Federal action to improve unemploy- 
ment benefits 


etter to Congressman Mills, dated April 1 

Madison, on. Ivan A. Nestingen, mayor, letter to 
Mills, dated April 13, 1959 

Maine Camp Directors Association, Robert D. O’Connor, attorney, letter 
to Leo H. Irwin, chief counsel, Committee on Ways and Means, dated 
April 15, 1959 

Mann, B. W., president, Red Lodge Canning Co., letter to Congressman 
Mills, dated April 21, 1959 

May, Guthrie, uthrie May & Co., Inc., letter to Congressman Mills, 
dated April 6, 1959 

Meany, George, president, AFL-CIO, memorandum entitled ‘“‘The Case 
for the Federal Unemployment Compensation Standards Bill” 


213 
1130 


1110 


Mitche] 
Let 
Sta 
n 


Page 
163 
163 
158 
1138 
1129 
839 Mic 
44 
67 Mic 
60 ig 
64 H 
76 19 
69 pe 
25 Micl 
87 
91 
77 
44 
States whose benefit costs during the last 5 years averaged close to or . 
more than 2.7 percent of taxable wages_......._-.---------_---- 24 . 
Lafayette Dental Laboratory, Bud Edstrom, letter to Congressman Mills, 
» Lawrence, Hon. David L., Governor of Pennsylvania, telegram to Senator 1 
John F. Kennedy of Massachusetts, dated March 24, 1959.__.....-... 218 
Lehmann, E. R.., fratiees. Alabama Textile Manufacturers Association, 
Inc., letter to Congressman Mills, dated April 1, 1959__.........-.... 1140 T 
Louisiana Manufacturers Association, Sam H. Dunbar, manager, and 
chairman of coordinating committee, petition addressed to Congressman T 
Mills and the Committee on Ways and Means, dated April 11, 1959._.. 114 he 
Loveless, Hon. Herschel C., Governor of Iowa: Michi 
Letter to Leo H. Irwin, chief counsel, Committee on Ways and Means, N 
Telegram to Senator John F. Kennedy, of Massachusetts, dated Sc 
St 
Michi 
ment 
156 959 
59 war 
Mills 
1133 
409 


CONTENTS 


Meyner, Hon. Robert B., Governor of New Jersey: 
Estimated distribution of total New Jersey unemployment, by age 
group, January 
Estimated distribution of total New Jersey unemployment, by marital 
Estimated distribution of total New Jersey unemployment, by occu- 
pational category, January 1959 
Estimated present and potential coverage of New Jersey unemploy- 
ment insurance, January 1959 
Memorandum addressed to President Dwight D. Eisenhower, dated 
March 23, 1959 
Table I. State of New Jersey unemployment estimates, calendar 
year 1958-59 
Table II, State of New Jersey Department of Labor and Industry, 
division of employment security, covered jobs and wages, data 
reported by employers for second quarter 1958, industry groups- 
Michel, Representative Robert H., of Illinois, letter to Congressman Mills, 
dated April 13, 1959, with a letter trom Rey. John Weishar, director, 
Catholic hospital office, diocese of Peoria, addressed to Representative 
Michel enclosed 
Michigan Employers’ Unemployment Bureau, Compensation and Mich- 
igan Manufacturers’ Association, Frank E. Cooper, counsel, letter to Leo 
H. Irwin, chief counsel, Committee on Ways and Means, dated April 22, 
1959, with article by Russell L. Hibbard entitled ‘Unemployment Com- 
pensation: Controlling Its Costs’’ enclosed__._....--.-..------------ 
Michigan, State of, Hon. Mennen G. Williams, Governor: 
Exhibit A. Commerce and Industry Association of New York, Inc., 
adequacy of benefits under New York unemployment insurance law- 
Minimum contribution rate 
Table 1. Number of 1958 claimants with benefit rate equal to 50 per- 
cent or more of average weekly wage under present law, by family 
Table 2. Number of 1958 compensable weeks which would have been 
increased under the Kennedy bill, by family class and amount of in- 


Table 4. Average payment for week of total unemployment under 
present law and under benefit formula of Kennedy bill, by family 
class, 1958 

Table 5. Summary of cost effects of minimum application of the 
Kennedy bill standards for benefit formula, 1958 

Table 6. First payments by number of dependents payable and family 
class—State unemployment compensation, 1946-58 

Michigan Hotel Association: 


Statement of position favoring Federal action to improve unemploy- 
ment benefits, Federal Advisory Council, December 2-3, 1958_____ 


XUI 
Page 
age 
828 
63 
824 
63 
829 
158 828 
138 216 
129 823 
158 824 
839 
44 485 
67 
60 
64 
940 
25 
1056 

1053 

91 

77 1054 

24 Table 3. Amount of payments for total unemployment under present 

law and under benefit formula of Kennedy bill, by family class, 
213 1055 
1140 1055 
1143 1057 
Moore, Jerry, president, letter to Congressman Machrowicz, dated 
Schmidt, Mark, general manager, Sheraton-Cadillac Hotel, letter to 
213 Congressman Machrowicz, dated April 11, 1959.-.-....-........ 323 
1130 Steck, Ernest G., general manager, Statler Hilton, letter to Congress- 
man Machrowicz, dated April 13, 1959.-......-.-.-..-._-....-.. 324 
: 1110 Michigan Manufacturers’ Association and Michigan Employers’ Unemploy- 
| ment Compensation Bureau, Frank E. Cooper, counsel, letter to Leo H. 
| Irwin, chief counsel, Committee on Ways and Means, dated April 22, 

1156 1959, with article by Russell L. Hibbard entitled ‘Unemployment 
Compensation: Controlling Its Costs’? 940 
} 1159 @ Milwaukee, Wis., Hon. Frank P. Zeidler, mayor, letter to Congressman 
> 4138 Minnesota Hospital Association, Inc., Glen Taylor, letter to Kenneth 
Williamson, Hospital Association, dated March 31, 1959... 485 

409 @ Mitchell, Hon. James P., Secretary of Labor: 
Letter to Congressman Mills, dated April 10, 1959_............___. 839 
.. 


xIV CONTENTS 


Moore, Jerry, president, Michigan Hotel Association, letter to Congress- 
man Machrowicz, dated April 11, 1959 

Morrison, John, president, and committee, Interstate Conference of Em- 
ployment Security Agencies, letter to Congressman Mills, dated April 16, 
1959, with excerpt enclosed 

Mull, E. C., manager, Knightstown Telephone Co., Inc., letter to Congress- 
man Mills, dated April 6, 1959 

National Association of Manufacturers, R. T. Compton, article entitled 
“Some Early Activities of NAM in Industrial Safety and Workmen’s 
Compensation” 

National Consumers League, Prof. Eveline M. Burns, New York School of 
oe Columbia University, letter to Congressman Mills, dated 

pri 

National Federation of Settlements and Neighborhood Centers, Fern M. 
Colborn, secretary, social education and action, letter to Leo H. Irwin, 
chief counsel, Committee on Ways and Means, dated April 13, 1959_ - - 

National Lumber Manufacturers Association, A. Z. Nelson, director, indus- 
try-government affairs division, letter to Congressman Mills, dated 
April 16, 1959 

National Retail Furniture Association, Derek Brooks, manager, Washing- 
ton office, letter to Congressman Mills, dated April 16, 1959 

Nelson, A. Z., director, industry-government affairs division, National 
Lumber Manufacturers Association, letter to Congressman Mills, 
dated April 16, 1959 

Nestingen, Hoa. Ivan A., mayor, Madison, Wis., letter to Congressman 
Mills, dated April 13, 1959 

New Jersey, State of, Hon. Robert B. Meyner, Governor: 

Estimated distribution of total New Jersey unemployment, by age 
group, January 1959 

Estimated distribution of total New Jersey unemployment, by marital 
status, January 1959 

Estimated distribution of total New Jersey unemployment, by 
occupational category, January 1959 

Estimated present and potential coverage of New Jersey unemploy- 
ment insurance, January 1959 

Memorandum addressed to President Dwight D. Eisenhower, dated 
March 23, 1959 

Teel ote of New Jersey unemployment estimates, calendar years 

58-5 


Con 
New 


North Carolina, State of, Hon. Luther H. Hodges, Governor, letter to 


presi’ letter to Congressman Mills, dated April 9, 1959 
O’Brien, G. J., Standard Oil Co. of California, letter to Congressman 
Mills, dated April 13, 1959 


O’Connell, Hon. James T., Under Secretary of Labor: 
Discussion of nonprofit coverage 
Estimated year-end balances of the Federal unemployment account-.- 
Extent of unemployment among workers of small firms 
Impact of increased prices 
Loans made from the Federal unemployment account_-_ 
Reports of Federal Advisory Council on Taxable Wage Base 
Statement and draft of a bill to extend and improve the unemployment 

insurance program 


Shields 
gress 
Oan, 
April 

nvder 
on W 


hnge 
Mills 


Page 
323 
246 
1129 
74g OC 
to 
on 
378 
Ohic 
1165 
Park 
497 let 
en’ 
4 Peor: 
erfe 
497 Co 
ollo 
1110 AF 
828 
24 
7 
829 1 
828 7 
216 7 
823 
Table II. State of New Jersey Department of Labor and Industry, 
division of employment security, covered jobs and wages, data 1 
reported by for second quarter 1958, by industry groups_. Red 
New York State AFL-CIO, Harold C. Hanover, president, telegram to fe 
Mills, dated April 14, 915 ill 
fork Hotel Trades Council, Jay Rubin, president, and James L. uth 
O’Hara, secretary, letter to Congressman Mills, dated March 23, 1959. 322 a 
North Carolina General Assembly, S.R. No. 200, referred to the Com- ode 
mittee on Ways and Means by Representative A. Paul Kitchin, of North Ribinw 
Carolina, Hon. Thad Eure, secretary of state of North Carolina, and oo. 
Hon. Henry E. Kendall, chairman, Employment Security Commission of ohr 
1105 Rossel 
Joh 
Congressman Mills, dated April 10, 1959_-____-_-------_--.--------- 1107 opin, 
North Carolina Textile Manufacturers Association, Inc., W. C. Cannon, vies 
1139 Sehmic 
Asso 
1151 Seybol 
Ame 
67 
60 
64 
76 
69 
25 
do 


CONTENTS 


0’Connell, Hon. James T., Under Secretary of Labor—Continued 
Statement and draft of a bill to extend the Federal-State unemploy- 
ment compensation program to Puerto Rico : 
Statement and draft of a bill to revise and improve the financing pro- 
visions of the employment security program _ 
Statements pro aad con anent Federal action to improve unemploy- 
ment benefits 
States whose benefit costs during last 5 years averaged close to or more 
than 2.7 percent of taxable wages 
0’Connor, Robert D., attorney, Maine Camp Directors Association, letter 
to Leo H. Irwin, chief counsel, Committee on Ways and Means, dated 
April 15, 1959 
0’Hara, James L., secretary, and Jay Rubin, president, New York Hotel 
Trades Council, letter to Congressman Mills, dated March 23, 1959____ 
Ohio, State of, Hon. Michael V. Di Salle, Governor: 
Telegram to Congressman Mills, dated March 26, _________ 
Telegram to Senator John F. Kennedy, of Massachusetts, dated 
March 26, 1959 
Park, Lee I., chairman, section of taxation, American Bar Association, 
letter to Congressman Mills, dated April 13, 1959, with an enclosure 
entitled “‘Employment Taxes” 
Peoria diocese Catholic hospital office, Rev. John Weishar, director, letter 
to Representative Robert H. Michel, of Illinois 
Perfect Circle Corp., Don H. Teetor, chairman of the board, letter to 
Congressman Mills, dated April 8, 1959 
ean general president, Textile Workers Union of America, 


Table I: Employment in the textile mill products industry, by State 
February 1951 and January 1959 

Table II: Insured unemployment as a percent of average covered 
employment, week ended March 21, 1959 

Table III: Textile areas of substantial labor surplus January 1959___ 

Table IV: Number of mills and employees involved in textile mill 

as by industry branch, 1948-58 

Table V: Maximum basic weekly unemployment insurance benefit 
amounts and average weekly benefit amounts 

Table VI: Exhaustion of regular State unemployment insurance bene- 
fits, January 1—-September 1, 1958 

Table VII: Duration of unemployment benefits under regular State 


Pennsylvania and the average for all States, 1958-59 

Red Lodge Canning Co., B. W. Mann, president, letter to Congressman 
Mills, dated April 21, 1959 

Reuther, Walter P., president, industrial union department, AFL-CIO, 
letter to Congressman Mills, dated April 13, 1959 

Rhode Island, Hon. Christopher Del Sesto, Governor, letter to Congress- 
man Forand, dated April 22, 1959 

Ribicoff, Hon. Abraham, Governor of Connecticut, telegram to Senator 
John F. Kennedy, of Massachusetts, dated March 23, 1959 

Rossellini, Hon. Albert D., Governor of Washington, telegram to Senator 
John F, Kennedy, of Massachusetts, dated March 24, 1959 

Rubin, Jay, president, and James L. O’Hara, secretary, New York Hotel 
Trades Council, letter to Congressman Mills, dated March 23, 1959____ 

Sehmidt, Mark, general manager, Sheraton-Cadillac Hotel, Michigan Hotel 
Association, letter to Congressman Machrowiez, dated April 11, 1959__ 

Seybold, Leo, vice president, Federal affairs, Air Transport Association of 
America, letter to Congressman Mills, dated April 17, 1959_________-- 

Shields, F. W., Jr., Yakima Valley Traffic Association, Ine., letter to Con- 


nyder, Hon. Raymond E., mayor, Waterbury, Conn., letter to Committee 
on Ways and Means, dated April 15, 1959 

Sohngen & Bischoff, Howard A. Bischoff, partner, letter to Congressman 


xv 
age 
Page 
323 91 
246 77 
129 44 
24 
741 
1156 
378 322 
165 1107 
214 
497 
494 1114 
485 
497 1128 
1110 
828 574 
575 
575 
577 
828 577 
216 578 
' Table VIII: Ratios of reserves to annual taxable wages, Rhode Island, 
824 579 
915 1159 
322 840 
1107 
215 
1105 214 
1107 322 
1139 303 
1157 
4 _gressman Mills, dated April 14, 1959_-__-___..----------.-..------. 1137 
(4 | Sloan, William, of Bramblett & Sloan, letter to Congressman Mills, dated 
9 
1108 
* 1126 


XVI CONTENTS 


Springs Valley Herald, French Lick, Ind., J, E. Gruber, editor, letter to 
Congressman Mills, ‘dated March 28, 1959 

Standard Oil Co. of California, G. J. 0’ Brien, letter to Congressman Mills, 
dated April 13, 1959 

Steck, Ernest G., general manager, Statler Hilton Hotel, Michigan Hotel 
Association, letter to Congressman Machrowicz, dated April 13, 1959_. 

Stokely, Alfred J., executive vice president, Stokely-Van Camp, Inc., letter 
to Congromemen Mills, dated April 23, 1959 

Tavlor, Glen Minnesota Hospital Association, Inec., letter to Kenneth 
Williamson, American Hospital Association, dated March 31, 1959 

Tedesco, Hon. Samuel J., mayor, Bridgeport, Conn., letter to Committee on 
Ways ‘and Means, dated April 15, 1959 

Teetor, Don H. , chairman of the board, Perfect Circle Corp., letter to Con- 

Teets, Bernard E. , member, executive committee, Interstate Conference of 
Employment Security Agencies, table entitled “How maximum unem- 
ployment compensation benefit entitlement in each State has been in- 
creased from mid-1939 to 1959 (including legislation pending in 1959)’’_ 

Texas Manufacturers Association, L. W. Gray, legal counsel and director 
of insurance: 

Exhibit A: Statistical summary of Texas unemployment compensation 


‘Summary 
Texas State “AFL-CIO, Jerry R. Holleman, president, letter to Congress- 
Textile Workers Union of Ameriea, AFL-CIO: 
Cook, Wesley, vice president, questionnaire and covering letter dated 
March 21, 1959 
Pollock, William, general president: 
Table I. Employment in the textile mill products industry, by 
State, February 1951 and January 1959 
Table II. Insured unemployment as a percent of average covered 
employment, week ended March 21, 1959 
Table III. Textile areas of substantial labor surplus, January 


Table IV. Number of mills and employees involved in textile mill 
liquidations, by industry branch, 1948-58 
Table V. Maximum basic weekly unemployment insurance bene- 
fit amounts and average weekly benefit amounts 
Table VI. Exhaustion of regular State unemployment insurance 
benefits, January 1-September 1, 1958 
Table VII. Duration of unemployment benefits under regular 
State laws 
Table VIII. Ratios of reserves to annual taxable wages, Rhode 
Island, Pennsylvania, and the average for all States, 1958-59__ 
Thornton, A. C., director, personne! and industrial relations, International 
Minerals & Chemical Corp., letter to Congressman Mills, dated April 7, 
95 
Tingle, Charles C., Tingle Business Forms Co., letter to Congressman 
Mills, dated April 7, 1959 
Torrington, Conn., Hon. Anthony C. Gelormino, letter to Congressman 
Mills, dated April 15, 1959 
Turner, Roscoe, letter to Congressman Mills, dated April 6, 1959 
ue News & World Report, article entitled ‘‘What ‘Unemployed’ Really 
eans’ 
Vandiver, Hon. 8. Ernest, Governor of Georgia, letter to Congressman 
Wade, Hon. Hugh J., Acting Governor of Alaska, telegram to Senator 
Ernest Gruenine, of Alaska 
Walz, Louis E.. secretary, J. E. Walz, Inc., letter to Congressman Mills, 
Waterbury, Conn., Hon. Raymond F. Snyder, letter to Committee on 
Ways and Means, dated April 15, 1959 


Page 
1127 


1151 
324 
498 
485 


Was 
ba 
Way 
M 
Weis 
Ri 
Wes 
ge 
Wes 
At 
m 
1110 Whi 
As 
1128 Will: 
234 
Exhibit B: Texas Senate Resolution No. 112_..................... 4 
804 
803 
806 
588 
574 
575 
le 
577 Win 
Yak 
577 C 
Zeid 
578 M 
578 
579 
1137 
1132 
1108 
1133 
697 
1106 
215 
1132 
1108 


CONTENTS 


Washington Conference on Unemployment Compensation, H. O. Fish- 
back, Jr., president, letter to Congressman Mills, dated April 2, 1959__ 
Wayne Plastic Corp., W. W. Burhop, president, letter to Congressman 
Mills, dated April 7, 1959 
Weishar, Rev. John, Catholic hospital office, diocese of Peoria, letter to 
Represer tative Robert H. Michel, of Illinois 
Western Oil & Gas Association, Felix Chappellet, vice president and 
general manager, letter to Congressman Mills, dated April 15, 1959____ 
Weston, Fdward, chairman, committee on unemployment insurance, 
Actor’s 7 Association, letter to Leo H. Irwin, chief counsel, Com- 
mittee on Ways and Means, dated April 16, with statistics enclosed - __ 
Whitaker, Mrs. Judith G., R.N., executive secretary, American Nurses’ 
Association, Inc., letter to Congressman Mills, dated April 17, 1959__- 
Williams, Hon. G. Mennen, Governor of Michigan: 
Exhibit A. Commerce and Industry Association of New York, 
Inc., adequacy of benefits under New York unemployment insur- 


Table 1. Number of 1958 claimants with benefit rate equal to 50 per- 
cent or more of average weekly wage under present law, by family 


Table 2. Number of 1958 compensable weeks which would have been 
increased under the Kennedy bill, by family class and amount of 
increase 

Table 3. Amount of payments for total unemployment under present 
say under benefit formula of Kennedy bill, by family class, 


Table 4. Average payment for week of total unemployment, under 
present law and under benefit formula of Kennedy bill, by family 
class, 1958 

Table 5. Summary of cost effects of minimum application of the 
Kennedy bill standards for benefit formula, 1958 

Table 6. First payments by number of dependents payable and fam- 
ily class—State unemployment compensation, 1946-58 

Telegram to Senator John F. Kennedy, of Massachusetts, dated 
March 25, 1959 

Williamson, Kenneth, associate director, American Hospital Association, 
letter to Congressman Mills, dated April 14, 1959 

Windsor, Gavle, Jr., letter to Congressman Mills, dated April 25, 1959- _ - 

Yakima Valley Traffic Association, Inc., F. W. Shields, Jr., letter to 
Congressman Mills, dated April 14, 1959 

Zeidier, Hon. Frank P., mayor, Milwaukee, Wis., letter to Congressman 
Mills, dated May 12, 1959 


39678—59—— 2 


XVII 
Page Page 
1127 1155 
1151 1133 
324 485 
498 1150 
485 
565 
1110 
484 
1128 
803 
804 
804 1054 
803 
806 1055 
588 1055 
1055 
574 
1057 
575 
214 
575 
482 
577 166 
577 1137 
578 1111 
578 
579 
1137 
1132 
1108 
1133 
697 
1106 
215 
1132 
1108 


Tl 
Hou 
Tl 
W 
TeCO! 
ject 
A 
hear 
mitt 
stan 
havi 
men 
plac 
( 
CHA 
tee 
Com 
Apr 
tion 
pen: 
Con 
men 
pen: 
it h 
inte 
thei 
A 
of | 
tert 
vide 
pro 
the 
pen 
the 
dat 
T 
Mit 


UNEMPLOYMENT COMPENSATION 


TUESDAY, APRIL 7, 1959 


House or RepresENTATIVES, 
CoMMITTEE ON Ways Means, 
Washington, D.C. 

The committee met at 10 a.m., one to notice in room 1102, New 
House Office Building, Hon. Wilbur D. Mills (chairman) presiding. 

The Cuarrman, The committee will come to order. 

We are today beginning 8 days of public hearings to receive views, 
recommendations, and suggestions of interested witnesses on the sub- 
ject of Federal laws relating to a compensation. 

As indicated in the press release of March 10 announcing these 


hearings, there are a number of proposals pending before the Com- 
mittee on Ways and Means on the pr fg 


loyment 
sation. Among these proposals are bills to specify certain Federal 
standards, bills to redefine the term “employer” to include persons 
having one or more employees, bills to provide supplementary pay- 
ments to distressed areas, and a number of other pro Is. 

Without objection a copy of the press release of March 10 will be 
placed in the record following this statement. 
(The document referred to follows :) 


CHAIRMAN D. Mitts (Democrat, ARKANSAS), COMMITTEE ON WAYS 
AND MEANS, HOUSE OF REPRESENTATIVES, ANNOUNCES PUBLIC HEARINGS To 
Br CONDUCTED BY THE COMMITTEE ON WAYS AND MEANS FOR THE PURPOSE 
oF RECEIVING VIEWS AND RECOMMENDATIONS RELATING TO THE SUBJECT OF 
UNEMPLOYMENT COMPENSATION, To BrGiIn on Aprit 7, 1959 


The Honorable Wilbur D. Mills (Democrat, Arkansas), chairman, Commit- 
tee on Ways and Means, House of Representatives, today announced that the 
Committee on Ways and Means has scheduled general public hearings to begin 
April 7, 1959, for the purpose of receiving views, recommendations, and sugges- 
tions relating to provisions of Federal law on the subject of unemployment com- 
pensation. Chairman Mills stated that there are presently pending before the 
Committee on Ways and Means a number of legislative proposals for amend- 
ments to those titles of the Social Security Act relating to unemployment com- 
pensation and that, due to the interest which has been expressed in this subject, 
it has been concluded that public hearings should be conducted so as to afford 
+ sige individuals, groups, and organizations an opportunity to present 

eir views. 

Among the pending proposals on unemployment compensation are a number 
of bills relating to the specifying of certain Federal standards, redefining the 
term “employer” to include persons having one or more employees, bills to pro- 
vide for supplementary payments for distressed areas, and a number of other 
Proposals. Chairman Mills stated specifically that the hearings would be for 
the purpose of receiving comments relative to any of the legislative proposals 
pending before the Committee on this subject, and particularly such matters as 
the specifying of Federal standards, and so forth, as well as general recommen- 
dations relative to the adequacy of present law on this subject. 

The chairman stated that the Secretary of Labor, the Honorable James P. 
Mitchell, will be invited as the first witness at these hearings, to appear on 
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April 7, to present any recommendations which the administration may have 
on the subject. 

It was emphasized that the Committee on Ways and Means has a very heavy 
legislative schedule. With this in mind, Mr. Mills urged that all persons and 
groups with similar interests designate one spokesman to represent them. He 
stated that the time for each witness would be determined by the number of 
witnesses requesting to be heard. He pointed out that it would be necessary 
for persons requesting to appear and testify to indicate— 

(1) the particular subject, and/or pending legislative proposal, to which 
their testimony will be directed, 

(2) the amount of time required for their direct testimony, and 

(3) the name of the witness who will present the testimony for the or 
ganization or group concerned. 

Persons who may be interested in appearing and testifying should submit 
their requests to the chief counsel, Committee on Ways and Means, 1102 New 
House Office Building, Washington, D.C., by not later than Thursday, March 26, 
1959. All persons who desire to do so may submit a written statement in liev 
of a personal appearance. Such statements will be considered by the committee 
and also printed in the record of the hearings. It is requested that persons who 
submit such statements in lieu of a personal appearance make the statements 
available by not later than Wednesday, April 15, 1959. A minimum of three 
copies of such statements should be submitted. 

Persons who are scheduled to be heard are requested to submit 60 copies of 
their prepared statements 24 hours in advance of their scheduled appearance. 
If a witness desires to also make available copies of his statement for the press 
and interested public, an additional 50 copies should be submitted by the date 
of his appearance. Persons who submit a statement for the record in lieu of an 
appearance may also provide an additional 50 copies of their statement if they 
desire it to be made available to the press and the public. 


The Cuamman. I should like to express the appreciation of the 
committee and the staff to the many witnesses who have requested to 
be heard for their cooperation with the staff in arranging their ap- 

rances before the committee. It is realized that in many instances 
it has been difficult for a witness to accommodate himself to the 
schedule, but the very large number of requests to be heard combined 
with the limited time available to the committee for these hearings 
made it necessary for us to impose certain time limits. 

As indicated 1m the press release of March 10, Secretary Mitchell 
was invited to be the first witness on this the Opening day of the hear- 
ings. I regret exceedingly that Secretary Mitchell due to other com- 
mitments is unable to be here this morning, but I am pleased that the 
Department of Labor, for the administration, will be represented by 
the Under Secretary of Labor, the Honorable James T. O’Connell, 
accompanied by the Assistant Secretary of Labor, the Honorable 
Newell Brown, and also accompanied by Mr, Merrill Murray, who has 
worked with the committee on a number of occasions in the past. 

Mr. Under Secretary, we are pleased to recognize you, sir, and you 
may proceed without interruption through the completion of your 
statement. 


STATEMENT OF THE UNDER SECRETARY OF LABOR, HON. JAMEST. 
O'CONNELL, ACCOMPANIED BY THE ASSISTANT SECRETARY OF 
LABOR, HON. NEWELL BROWN, AND MERRILL G. MURRAY, A’ 
SISTANT TO THE DIRECTOR, BUREAU OF EMPLOYMENT SECURITY 


Mr. O’Conneti. Mr. Chairman and members of the committee, ! 
would like to open by expressing the regret of the Secretary that he 
could not personnally present this position. I wish to express my 
appreciation to the committee for the opportunity to present the ad- 
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ministration’s recommendations with respect to legislation for the 
improvement of the Federal-State employment security program. 

We are discussing measures to alleviate human suffering. Though 
there are now sound reasons for thinking that, nationally, unemploy- 
ment will become less—not more—of a problem in the next several 
months, we must recognize that there are still many people in this 
country who want to work and who cannot find a job. 

Accordingly, it is important to examine first the nature of the 
problem. ‘Then we can examine what can best be done to help unem- 
ployed workers. 

Some unemployment remains across the country as the legacy of 
the recession. It tends increasingly to be localized, and many of 
these people will be back at work as production expands. There is 
every indication that reemployment will continue until there are 
around 67 million people employed in October; unemployment will 
then be down to about 3 million. 

But pockets of unemployment will remain in some areas as a result 
of technological change and changes in our industrial geography: 
some industries are employing fewer people and others are moving. 

Against this background, let us examine our Federal-State unem- 
ployment insurance system. I want to point out that it is now one 
of the most important weapons we have for fighting recessions, and 
imperfect as it is, it meets the human needs of many families who 
may suffer from the results of economic dislocations for which they, 
as individuals, have no responsibility. 

During the recession of last year, nearly 8 million people received 
one or more payments under State unemployment insurance programs 
and under the Federal employees’ unemployment insurance program. 
These individuals received a total of $3.9 billion in benefits during 
the calendar year 1958. In addition, in 1958 approximately $311 
million were paid out in benefits to unemployed Kiréasi veterans and 
railroad workers. The total of $4.2 billion in benefits served to give 
substantial support to consumer expenditures in our economy. 

I believe that no one would now seriously deny that the Federal- 
State unemployment insurance program has effectively slowed the 
downward spiral of our economy during periods of increased unem- 
ployment. To a meaningful and significant extent, unemployment 
insurance benefits minimize the harsh consequences that stem from 
joblessness by enabling the bi ig worker to sustain himself and 
his family during such trying periods. 

At present 44 million wage earners are covered by the Federal- 
State See of unemployment insurance; another 1 million are 
covered by railroad unemployment insurance. Approximately 13 
million are not covered by any program. The administration believes 
that it is now feasible to extend coverage to additional groups of 
workers, ‘These include workers employed by small firms, nonprofit 
organizations, certain Federal instrumentalities and employees serv- 
ing on American aircraft serving overseas. 

e therefore recommend that the definition of “employer” in the 
Federal Unemployment Tax Act be amended to apply to all persons 
who employ one or more individuals in the type of services covered 
by the act: This change would result in extending the protection 
of the unemployment insurance programs to about 1.9 million individ- 
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uals. We further recommend amending the definition of “employ- 
ment” in the Federal Unemployment Tax Act to apply to services for 
nonprofit organizations. is change would add about 1.8 million 
workers to the covered group. 

We recommend also other changes in the present law which would 
cover about 380,000 employees of certain Federal instrumentalities, 
and about 5,000 employees working on American aircraft serving over- 
seas. ‘These changes will extend unemployment insurance coverage 
to an additional 3.2 million workers. With regard to employers of 
one or more, the amendment of the Federal Unemployment Tax Act 
to apply to all persons who employ one or more individuals was first 
recommended by President Kisenhower in 1954 and was repeated in 
his economic reports of 1957, 1958, and 1959. 

We should bear in mind that the decision in 1935 to restrict cover- 
age to persons employing 8 or more workers in each of the 20 weeks 
was prompted solely by anticipated administrative problems if the 
system were extended to small firms. The size of firm limitation of 
8 in 20 weeks was in fact a compromise. 

The Advisory Council of the President’s Committee on Economic 
Security in 1934 recommended a limitation of 6 workers in 13 weeks. 
Its report contained the following comment : 

A broader coverage than that suggested is deemed desirable by the Advisory 
Council, but practical considerations lead us to recommend that it be limited 
as above outlined in inaugurating the system. We recommend, however, that 
the Federal administrative authorities study the problems of extending the 
coverage to the employers of less than six employees. 

The most frequent objection raised to the extension of coverage to 

one or more is that there would be insurmountable difficulties in the 
administration of the act. In response to this objection it might 
be well to point out that 18 States—some large, some small—now 
cover employers of 1 or more; 7 of these States cover employers of 
1 or more at any time; and the other 11 States cover employers of 
1 or more with certain limitations. 
As you know, the Federal Insurance Contributions Act and the 
income tax withholding provisions of the income tax laws also apply 
to employers of one or more. To my knowledge no particular aé- 
regia problems have arisen with respect to coverage under these 
aws. 

I might add that experience of the States which already cover one 
or more indicates that such coverage actually results in simplified 
procedures. The determination of whether or not an employer 1s 
covered is greatly facilitated. There is no necessity of waiting until 
the end of the taxable year to determine employer liability. 

Such coverage eliminates the need for employer payroll audits of 
investigations to determine whether specific employers are covered. 
The Washington State Employment Security Agency which in 1941 
extended coverage to one or more at any time and the Arkansas Em- 
ployment Security Agency which in 1948 extended its law to one 
more in any 10 days during the calendar year, expressed the views 
that on the basis of their respective experiences extension of coverage 
to one or more reduced rather than increased the difficulties in the 
administration of the program. 
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The Washington agency reported as follows: 
Beyond initial load of setting up previously excluded group of employers, 


the administration has posed no problem other than increased field volume. 
Actually, the men in the field encounter fewer collection problems among the 


smaller firms and prefer extended coverage to former coverage with size-of- 
firm and duration tests. General coverage eliminates former problems of con- 


stant liability audits. Benefit determination has been simplified and speeded 
up by extended coverage since formerly liability had to be established in many 
cases before benefit determination could result. 

_ Thus, experience has now conclusively demonstrated that admin- 
istrative difficulties which would be involved in the extension of cov- 
erage to employers who employ one or more are neither significant 
nor insurmountable. 

The extension of coverage is properly within the scope of Federal 
action. The size of firm limitation to eight or more in 20 weeks 
was initially contained in the Federal act, by amendment to the Fed- 
eral act in 1954 this limitation was reduced to four or more. More- 
over the States themselves have recognized that coverage is within 
the area of Federal jurisdiction. This is evidenced from the fact 
that 31 State laws presently contain provisions under which the State 
law would be extended automatically to coincide with extension of 
Federal coverage to small employers. 

Since the beginning of the Federal-State unemployment insurance 
program, States have been free to go beyond Federal coverage. By 
1945, 29 States had extended coverage to firms with fewer than 8 
workers even though the size of firm limitation in the Federal Un- 
employment Tax Act was then 8 or more. Since 1945, however, one 
State has extended coverage to employers of one worker at any time. 

I am firmly of the view that there is a primary responsibility 
upon the Federal Government to extend coverage whenever it is con- 
sidered feasible and appropriate. 

As I indicated earlier in this statement, the extension of cove 
to nonprofit organizations would add 1.3 million workers to those 
who already enjoy protection against total loss of purchasing power 
during periods of involuntary unemployment. Still excluded would 
be services by clergymen and members of religious orders and by in- 
dividuals seceding een than $50 a quarter, students employed by their 
educational institutions, student nurses, interns, and the handicapped 
workers—often referred to as clients—in sheltered workshops. 

About half of the workers employed in nonprofit organizations 
are employed by hospitals and nearly one-third by educational insti- 
tutions. These workers are engaged in a wide variety of occupations, 
many of which are not peculiar to the nonprofit field. About 40 per- 
cent of the hospital workers are food, maintenance, and custodial 
workers. Among the different kinds of workers represented in the 
nonprofit area are laboratory technicians, nurses, teachers, social 
workers, electricians, printers, stenographers, typists, cooks, wait- 
resses, elevator operators, and painters. 

e are aware of the fact that nonprofit organizations traditionally 
have been exempt from some taxes, such as income taxes. Underlying 
the principle of permitting these exemptions is the performance by 
such. cious and institutions of services in the public interest, 
particularly in the fields of education, welfare, health, and scientific 
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endeavor and research, the cost of which would otherwise fall as a 
burden upon the Government. 

However valid this reasoning may be with respect to the imposi- 
tion upon such organizations of income taxes, it does not seem per- 
tinent to all other types of taxes. For example, they are subject to 
special assessments for property improvement, sales taxes, use taxes, 
and others. 

With respect to their own workers, nonprofit organizations should 
view unemployment taxes as an essential budget item, just as they 
presently consider the cost of workmen’s compensation, fire insurance 
premiums, and other operating expenses. 

With regard to Federal instrumentalities, approximately 29,000 
employees of certain Federal instrumentalities in which the Govern- 
ment has no ownership are excluded from the benefits of the unem- 
ployment insurance program. ‘Their exclusions arise out of the fact 
that their employers are creatures of Federal law with Federal exemp- 
tion from taxation. These include such institutions as the Federal 
Reserve banks, Federal credit unions, and Federal land banks, I 
recommend that coverage be extended to these instrumentalities by 
amending the definition of “employment” in the Federal Unemploy- 
ment Tax Act. The result would be that these employees of these 
instrumentalities would be covered by States unemployment insur- 
ance laws. 

A few Federal instrumentalities that are partially owned by the 
Government, such as the banks for cooperatives, are also excluded 
from coverage by reason of Federal exemption from taxation. These 
institutions employ about 1,000 employees. I recommend that em- 


ployees of these instrumentalities be brought under the unemployment 
compensation program for Federal employees. 

These changes would eliminate the present discrimination against 
these employees which arise out of Federal exemption of their en- 
ployers from taxation. This inequity can be removed only by action 
of the Congress. 

With regard to American aircraft operating outside the United 


States, another amendment which I recommend would cover services 
on American aircraft serving overseas if (1) the employees work 
under a contract made in the United States, or (2) during the per- 
formance of their duties, the aircraft lands in the United States 
There are about 5,000 such employees. 

The law already contains similar provisions with respect to em- 
ployees on American vessels. This proposal would provide aircrews 
with the same pavtevtine now afforded to seamen. The proposal would 
also bring the Federal Unemployment Tax Act treatment of aircrew 
employees into harmony with the Federal Insurance Contributions 
Act which includes aircrew members under a provision which is & 
sentially the same as we recommend. 

Mr. Chairman, you will recall that in 1957 and 1958 the administra- 
tion recommended enactment of legislation to extend the unemploy- 
ment insurance program to employers of one or more. In 1957, we 
also recommended extension of coverage to employees of nonprofit 
“feeder” organizations, to employees of the excluded Federal instrt- 
mentalities, and to employees of American aircraft employed outside 
the United States. In 1957, this committee reported out H.R. 8888, 
subsequently passed by the House, which contained the latter thre 
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recommendations. No action, however, was taken on this bill in the 
Senate. 

Discussions last year during the consideration by the Congress of 
the Temporary Unemployment Compensation Act of 1958 and more 
recently during discussions on the extension of the act this year have 
brought more sharply into focus the inequities in the — system 
because of its discrimination between unemployed workers due wee 
to the accident of the size or type of firm by which they were employed. 

I strongly urge the Congress to enact appropriate legislation to re- 
move these inequities. 

With regard to the extension of unemployment insurance system to 
Puerto Rico, the administration also recommends enactment of legis- 
lation to extend the Federal-State unemployment insurance system to 
Puerto Rico. In his last three economic reports to Congress the 
President recommended that such action be taken. 

By concurrent resolution of its legislative assembly the Common- 
wealth of Puerto Rico has expressed its desire to be brought into the 
system. Anticipating such action by the Congress, the Puerto Rican 
legislature has, by appropriate legislation, established an unemploy- 
ment insurance program for Puerto Rican workers which can 
brought into the Federal-State system. Both Alaska and Hawaii, as 
Territories, have been part of the system from the inception of the 
program. As a matter of equity Puerto Rico should be given similar 
recognition. 

On January 1, 1957, employers of four or more workers in the 
Commonwealth became liable for the payment of unemployment in- 
surance contributions of 3 percent of wages up to $3,000. Of these 
contributions 2.7 percent is earmarked for benefit payments and three- 
tenths of 1 percent is used for administrative costs. 

Approximately 200,000 workers or about one-third of the island’s 
labor force and some 6,000 employers are covered by the program. If 
the unemployment insurance program is extended to Puerto Rico and 
made applicable to 1 or more workers, covered employment in 1960 
would rise to 250,000 workers and 16,000 employers. 

In 1950 Congress amended the ~~ arena sonst Act which provides 


for the establishment of a Federal-State system of public employment 
offices to confer upon Puerto Rico the benefits of that act. Because 
the Federal Unemployment Tax Act does not now apply to employers 


in Puerto Rico no revenue is received under that act 
monwealth. 

Nevertheless, since 1950 Puerto Rico under the Federal Unemploy- 
ment Tax Act will exceed the amounts necessary for grants to the 
Commonwealth for unemployment insurance administration. To the 
extent that such a surplus exists it would be used to diminish the cost 
to the United States for employment service grants made to Puerto 
Rico under the Wagner-Peyser Act. 

Benefits were first paid in Puerto Rico in January 1959. Between 
January 1, 1957, and January 1959, $14.9 million were accumulated in 
the Puerto Rico unemployment insurance fund. Benefits payable 
from the fund are conservative. They range from $7 to $12 per week 
for a maximum of 7 weeks. Our estimates projected through June 
Rega indicate'a further increase in the reserves to approximately 

million. 
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This is predicated upon the continued expansion in the Puerto Rican 
economy. ‘There is thus a clear indication that Puerto Rico will not 
become a drain on the Federal loan fund. 

At the present time the Federal programs of unemployment. com- 
pensation for Federal employees, ex-servicemen, and Korean veterans 
are applicable to Puerto Rico and benefits are paid under these pro- 
grams through the Puerto Rico Employment Service. Extension of 
the unemployment insurance system to Puerto Rico through appropri- 
ate legislative amendments would complete the Puerto Rico employ- 
ment security system. 

All of the social security programs, except unemployment insurance, 
are now applicable to Puerto Rico. These include the maternal and 
child welfare program, old age assistance, aid to dependent. children, 
aid to the blind, aid the permanently disabled and the old age sur- 
vivors and disability insurance program. If the recommended action 
were taken it would afford Puerto Rico the benefits of the last social 
security program which is now applicable to the Commonwealth. 

I would like now to move on from the matter of coverage under the 
act to improvements in financing of the employment security program, 
The administration’s proposals for extension of coverage, which | 
have discussed, are related to improving the unemployment insurance 

rogram by bringing its benefits to a substantial segment of the labor 
orce now excluded. 

Our experience has demonstrated that there is need also for im- 
provement in other areas of the program. I refer specifically to the 
financing aspects. In 1954 the Sinatens through the enactment of 
the Employment Security Administrative Financing Act—the so- 


called “Reed Act”—took = to improve the financing of the employ- 


ment security program. Under this act all revenues received under 
the Federal Unemployment Tax Act are covered into the general 
funds of the Treasury but are earmarked for financing the employ- 
ment security program. 

In general terms, the Employment Security Administrative Finane- 
ing Act provides that all administrative costs of the employment 
service and unemployment insurance programs, both for the Federal 
and State agencies, are to be appropriated from these earmarked 
funds. Any balance remaining is used first to build up 4 
reserve in the Federal unemployment account (created by the act) of 
$200 million. The remaining funds, if any, are then distributed 
aoe the several States in accordance with a formula prescribed in 
the law. 

From the $200 million Federal unemployment account, interest free, 
repayable advances are made to the States for the payment of benefits, 
when the State reserves are reduced to certain levels. To be eligible 
for such an advance, the reserves of a State, at the close of any calen- 
dar quarter, must have fallen below the total compensation paid out 
under the State unemployment compensation law during the 12 
month period ending at the close of that calendar quarter. 

The $200 million in the Federal unemployment account from which 
advances are made to the States for the payment of benefits has 
proven completely inadequate. In fact, the account was approx! 
mately $15.5 million short of meeting a recent request for an advance 
of $112 million to the State of Pennsylvania. In addition, Alaska 
and Michigan presently have advances of $8,265,000 and $113 million, 
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respectively. Delaware, West Virginia, and Oregon are now also eli- 


gible for advances. 


Should we in the future experience another substantial downturn 
in employment, it is highly probable that other large States, in addi- 
tion to Michigan and Pennsylvania, will need advances from the 
Federal unemployment account. 

The administrative financing provision of the Employment Security 
Administrative Financing Act has also proven to be inadequate. Our 
estimates indicate that Federal unemployment tax collections in the 
fiscal year ending June 1959 will be $4 million less than the adminis- 
trative expenditures for that year. While it is estimated that a small 
surplus will be available in fiscal year 1960, it is clear the thereafter 
administrative costs will exceed collections, with a resulting deficit. 

I believe it would be pertinent to point out at this point that since 
the Administrative Financing Act of 1954 was passed by the Congress 
approximately $138 million have been distributed to the States and 
credited to their account in the unemployment trust fund as repre- 
senting the excess of receipts over expenditures. The result is that on 
an annual basis the excess receipts over expenditures are distributed 
to the States and when a deficiency arises it is necessary to obtain 
nonrepayable appropriations from the general fund of the Treasury. 

To improve the system of financing the employment security pro- 
gram, the administration recommends legislation which would accom- 
plish the following : 

(1) The establishment of a Federal employment security adminis- 
tration account as a trust fund (similar to the one established for the 
old-age survivors insurance and disability insurance funds and for the 
railroad retirement and unemployment insurance funds). The total 
omer ite the unemployment tax would be placed annually in this 
trust fund. 

The establishment of a trust fund would provide a method for the 
accumulation of reserves to meet deficits that may be encountered 
in future years. Since all of the receipts derived from the Federal 
Unemployment Tax Act are at present earmarked exclusively for 
employment security purposes, it would not result in the expenditure 
of any additional funds. 

(2) The funds necessary for administrative expenses for both the 
recom encies and the State agencies would then be paid from this 
trust fund. 

(3) All remaining balances in the administration account would 
be transferred to the Federal unemployment account until an amount 
equal to four-tenths of 1 percent of the taxable payrolls had been 
accumulated in this account. A minimum of $550 million would be 
established for that account. The recent experience with States eli- 
pibility for advances indicates a necessity for a higher statutory 

alance in the Federal unemployment account, and this need may 
even greater in the future. The proposed automatic adjustment 


is preferable to a fixed dollar balance because it would build up the 
balance in the Federal unemployment account automatically as taxable 
payroll increases and would thus be more adequate for necessary ad- 
vances when potential benefit liability of the States is high. 

(4) After the transfer of the required amount to the Federal un- 
employment account the balance would remain in the Federal em- 
ployment security administration account until this account has 
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accumulated a reserve of $250 million. Repayable advances to the 
administration account, when necessary, would be authorized. 

(5) Any amount repaid by a State for advances made to it from 
the Federal unemployment account would be repaid to that account, 
If at the end of the fiscal year the amount available in the Federal 
pe. a account is equal to four-tenths of 1 percent of the 
taxable payroll or the $550 million minimum, whichever is the greater, 
the amount so repaid will be transferred to the administration account, 

(6) The administration’s proposal also contains a provision which 
authorizes the Secretary of the reasury, after consultation with the 
Secretary of Labor, to transfer from the Federal em loyment security 
administration account to the general funds of the Treasury amounts 
necessary to repay the Federal Government for any advances made 
either to the administration account or to the loan account. 

7) If there are no outstanding advances from the U.S. Treasury 
and the Federal employment security administration account is less 
than $250 million, the amount repaid by the State would be used to 
bring that account to the $250-million ceiling. 

(8) Distribution to the States of any remaining excess would be 
made rom all of the above-mentioned contingencies have been taken 
care of. 

The formula for such distribution is the same as in the present 
law except that the amount otherwise available for distribution to 
a State would be first applied against any remaining balance of 
advances made to the State under title XII. It seems reasonable 
that any distribution of Federal taxes to a debtor State should be 
applied first to the repayment of advances and may save employers 
in the State from higher Federal taxes to repay unpaid advances. 

Experience has further demonstrated that generally the States do 
not request advances from the loan fund until their reserves are sub- 
stantially less than those which are presently required as a condition 
of eligibility for advances. The administration’s proposal accordingly 
would amend section 1201 of the Social Security Act to tighten the 
eligibility requirements for an advance from the loan fund. It would 
make a State eligible for an advance only if at the end of any month 
(instead of a quarter as under the present law) its reserve has fallen 
below benefits paid in the last 6 months (instead of 12 months), If, 
however, in any month the total advances for which States can 

ualify exceed the balance in the Federal unemployment account, the 

ecretary would certify advances only to those States whose reserves 
were ean to less than the compensation paid in the preceding 3 
months, 

The proposal would assure that advances will be sought only to 
meet current emergencies and would tend to lessen drains on the Fed- 
eral unemployment account that are not absolutely necessary, 

At present, the Federal Unemployment Tax Act assesses a 3 percent 
tax on the first $3,000 of an employee’s earnings. Our studies indi 
cate that in order to provide more adequate financing on both the 
Federal and State levels, it will be necessary to increase the tax bas 
from $3,000 to $4,200. 

When the $3,000 tax base was established in 1939, it represented 9 
percent of all covered wages. At the present time, it diy, ge: 68 
percent of covered taxable wages. A $4,200 per year tax woul 


rep 
rou 
I 
esse 
the 
T 
fun 
30, 
on 
in ¢ 
rect 
$62 
cre: 
wh 
sev 
offs 
tax 
7 
duc 
mil 
tior 
$10 
T 
req 
to t 
wh 
eal] 
side 
7 
me} 
pro 
ran 
lab 
I 
om 
7 
7T 
con 
me! 
Iw 
age 
em] 
em} 
7 
ma’ 
plo 
dur 
em) 
ent 


UNEMPLOYMENT COMPENSATION 1l 


represent 78.6 percent of total covered wages. It would also be 
roughly equivalent to today’s average earnings in covered employment. 

or a number of States an increase in their revenues and reserves is 
essential to compensate for the heavy drains during the present and 
the last year. 

The annual contributions to the State unemployment insurance 
funds will approximate $1,700 million in the fiscal year ending June 
30, 1960. It is estimated that the proposed increase in tax base could, 
on the basis of present coverage, produce an additional $350 million 
in contributions. 

If coverage is extended in accordance with the administration’s 
recommendation, the increased tax base can produce an additional 
$625 million instead of an additional $350 million. The proposed in- 
erease in tax base would be of substantial assistance to those States 
whose reserves have been significantly diminished during the last 
several years. Any State whose reserves are presently adequate could 
offset this increase in contributions by appropriate adjustments in its 
taxing provisions. 

The increase in tax base on the basis of eng cove would pro- 
duce, under the Federal Unemployment Tax Act, an additional $73 
million. If coverage is extended in accordance with the administra- 
tion’s proposal, the increased tax base would produce an additional 
$102 million instead of an additional $73 million. 

The administration’s proposal contains a provision which would 
require the Secretary of Labor to conduct studies and submit a report 
to the Congress every 4 years regarding the financial soundness of the 


whole system. This would give the Congress an opportunity P sniesee 


cally to scrutinize the financial structure of the program an 
sider the appropriateness of any adjustments, 

The proposals I have discussed are the administration’s recom- 
mendations for strengthening and improving the employment security 
program. They are also calculated to remove the present unwar- 
ranted discrimination which denies to significant ségments of our 
labor force the benefits of the uriémployment insurance system. 

I strongly urge that the Congress enact the inistration’s réc- 
ommendations into law. 

That concludes the statement. 

The Cuarrmman. Mr. Secretary, we thank you, sir, for advising the 
committee of the position of the administration with respect to amend- 
ments of the unemployment compensation program. t me see if 
understand clearly these recommendations. 

First of all, you are interested in the matter of extension of cover- 
age and you propose to cover additional people under the State un- 
employment compensation program by requiring the States to cover 
employers with one or more employees at any time. 

Mr. O’Connett. That is correct. 

The Carman. Whereas the present law now provides that States 
may qualify by covering employers of four or more employees em- 
ployed within what period of time? 

Mr. O’Connetu. Twenty weeks. 

The Cratrman. In other words, if an employer within a State 
during a 20-week period of a calendar year has as many as four 
employees, he is covered with respect to his employees during the 
entire calendar year? 
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Mr. O’Conne tt. I think that is correct. 

The Cuairman. Now, however, under your proposal, if a man oper- 
ates a grocery store, say, and he has an sapere for only a week in 
a calendar year, that week’s employment will be covered by a tax on 
the employer for that period of employment ? 

Mr. O’Conneti. With only this qualification: that individual 
would have to be employed in the type of work which the employer 
performs. He could not be ares brought in to do some work 
not directly connected with that type of employment. 

The Cuarrman. I wanted to bring that out. 

The employee of a person operating a grocery store would have to 
» ai work that the employer would also be doing or had been 

oing. 

You also suggest that we extend coverage by imposing a tax upon 
nonprofit organizations. Are those the organizations which are set 
forth in section 3306(c) of the Internal Revenue Code? 

Mr. O’ConneE LL. I believe those are the same. 

The Cuamman. We would then, in order to carry out your sug- 
pation, repeal one of the present. provisions excluding certain groups 

rom the definition of the term “employment” ? 

Mr. O’ConneEt. That is correct; yes, sir. 

The Cuamman. By that step, we would cover 1,300,000 additional 
employees ¢ 

Mr. O’ConneEtt. That is our estimate. 

The CuHamman. Then you have some other recommendations that 
would extend coverage to smaller groups so that all together, by fol- 
lowing your recommendation, we might extend coverage to some 
3,200,000 or more additional Souslemendt 

Mr. O’ConneEtu. That is correct, sir. 

The Cuarrman. You said in the beginning that there are approxi- 
mately vy million employees who are not now covered by any 

rogram ¢ 
That is right, sir. 

The Cuarrman. Would we subtract this 3,200,000 from that figure 
of 13 million? 

Mr. O’ConneELL. Yes, sir. 

The Cuamman. And we would still leave approximately 10 million 
people who would not be covered even though we should enact the 
recommendations you bring to us? 

Mr. O’Conneu. That is correct, sir. 

The Cuarrman. Those are employees in agriculture, employees who 
perform domestic service, and employees in service not in the el- 
ployer’s trade, and so on ? 

Mr. O’Conne.u. Our figures would indicate that this would in 
clude 5.3 million employed by State and local governments, 2.4 million 
in domestic service, 1.9 million in farm and agricultural processing, 
and three-tenths of a million in miscellaneous noncovered employ- 
ment. That makes up, as you say, approximately 10 million. 

The CHatRMAN. You have considered very carefully the question 


of whether or not unemployment compensation should be extended 
to any of the remainder of these 10 million employees and you have 
reached the conclusion prncomabhy. thas it is not now feasible to eX 


tend it to any of the remaining number 
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Mr. O’ConnetL. That is right, but I wouldn’t say we had neces- 
sarily completed our consideration. It is possible, 1 think, that cer- 
tain other extensions of relatively smaller amounts might be reached, 
but we have not had adequate data which would indicate to us that 
it is practical or feasible at this time. . 

The Cuarrman. We are, of course, acquainted with your recommen- 
dation for the extension of the unemployment system to Puerto Rico. 
ae have given consideration to that matter in the committee here- 
tofore. 

I did not exactly understand, Mr. O’Connell, how you propose 
to improve the financing of the employment security program. At 
the present time we allot, do we not, to the fund created under the 
so-called Reed Act the excess that we receive from the three-tenths of 
1 percent tax over the cost of administration in each fiscal year ? 

Mr. O’Connetu. That is right. It is an earmarked fund in the 
Treasury Department. 

The Cuairman, And that money is available to States that may get 
into a distressed circumstance ? 

Mr. O’Conneti. When their reserves drop below the statutory limit. 

The CHamrman. When their reserves drop below the present 
statutory limit or quota, a State is eligible under existing law to bor- 
row from the so-called Reed fund whenever the payments from the 
fund are equal to the receipts within a 12-month period, or how does 
that work ? 

Mr. O’ConneLt. When their reserve for the payment of benefits 
drops below the amount they found necessary to pay out in benefits 
for the preceding 12 months. 

The Cuamman. I see. If, at the end of any calendar quarter, it 
is determined that the amount in the fund to State X is less than 
State X paid out in benefits in the preceding 12 months, then the 
State is eligible to receive a loan under existing law and may file an 
application for such ¢ 

r.O’ConneEtt. That is correct. 


The CHarrman. You se P to change that so that a State would 


be eligible for a loan when the amount in its fund at the end of a 
quarter was less than its payments in compensation for the preceding 
6 months ? 

Mr. O’ConNELL. Yes, sir. 

The Cuarrman. Is that sufficiently generous to enable the States 
to prevent the development of situations wherein they are caught 
suddenly without moneys to pay unemployment. benefits? 

Mr. O’ConneELL. We would think so from experience. 

The Cuarrman. You have given consideration to that point? 

Mr. O’Connetn. Yes, sir. 

The Cuarrman. What you are trying to do is to avoid, as I under- 
stand your statement, the eligibility of a State for such a loan except 
when a state is actually in need, and we might say more immediately 
in need, of additional money ? 

Mr. O'Connext.. This is our purpose, Mr. Chairman. 

The Cuairman. Will it result in fewer requests. for loans and 
terefions a less potential drain upon the so-called Reed fund, in your 
opinion 2 

Mr. O’Conne ut. I think it very well could. Maybe somebody has 
more direct experience, but I think if we were to examine some re- 
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uests, or even eligibility for requests, on the 1-year basis, we would 

d that the conditions in some States could have improved adequately 
that they might never have had to come in had they been under the 
shorter requirement. 

The Cxarman. As I understand it, there is some resistance, under 
existing law, to a State obtaining these funds when, in the opinion 
of the State itself, there is no need for the loan, The money has to 
be paid back, does it not ? 

r. O'CONNELL. Yes, it does. 

The Cuarrman. Does the State have to pay interest under existing 
law for this loan or not? 

Mr. O’Connewi. They are interest-free advances. 

The Cuarrman. Let me get to the question of the increase in the 
tax base. Your recommendation is that we increase the base from 
$3,000, the figure for the base since the enactment of the original 
to $4,200? 

r. O’CONNELL. Yes, sir. 

The CHamman. You point out without specifically saying so, or 
at least you point out indirectly, that if we should do this the three. 
tenths of 1 percent of the wage base at $4,200 would bring into the 
Federal part of the program some $73 million additional. What at 
the moment is the cost of the administration of this program, our 
appropriations for this purpose to the States? What are we spending 
in the fiscal year 1959 and what do we contemplate it will cost us in 
fiscal year 1960? 

~vs O’Connett. In fiscal year 1960, I think we expect to spend $336 
million. | 

The Caamrman. How much will we take in according to your figures 
under the three-tenths of 1 percent at the present base? Did you say 
it will be less than that amount ? 

Mr. O’Connetu. No, we said for 1960 it would probably be $ or 
$5 million more. Our estimate is that we would collect $341 million. 
In 1961, it looks as if it would just about balance even around $34) 
or $350 million. It would be close one way or the other. 

In 1962 we would e t to run a deficit of about $10 million; in 
1963 a deficit of about $18 million, and in 1964, which is as far as we 
have computed, a deficit of around $30 million. This is on the present 
$3,000 base. 

The Cuarmman. In other words, Mr. O’Connell, you do not antic! 
pate in these years that you mentioned any excess in receipts over the 
administrative costs reflected in appropriations that may j placed 
the so-called Reed fund ¢ 

Mr. O’Conne1t. It looks as if we would get none. 

The Cuarrman. What is the provision of existing law with +r 
- open appropriation from the general funds to the so-called 

n 

Is there any provision in existing law for a direct appropriation! 

Mr. Yes. 


The Cuarrman. It is my recollection that if we do not have eniee 
money in the Reed fund to meet the needs of the requested loan by 
the States, we may appropriate from the general fund into that. 
Mr. O’Connetx, That is right, sir. 
The Cuamman. However, is there a provision for any repayment by 
the Reed fund to the general fund for those moneys appropriated ott 
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ould fi of the General Treasury to the Reed fund? Say that we have to ap- 
tely propriate next year $10 million out of the General Treasury into the 
the BReed fund because of the requested loans and the low level of money 

' Binthe Reed fund. Then the fund builds back up. Does the fund have 
nder B iprepay the Srey for that advance under existing law ? 
nion § Mr. O’Connext. It calls it, as I understand, a repayable advance, 
as 0 B hut there are no specific provisions as to when you pay it back. It is 
kind of an open-ended advance. 
. The Cuarrman. That is what I had in mind. We called it a one 
sting Bf able advance, but we did not provide any specifics for the repayment 
Mr. O’Conneu. There is no procedure for it, 
Mr. Mason. Mr. Chairman, when it was set up, it automatically 
n the B sid before you build up the Reed fund to $200 million you have to pay 
from ff hack what the Reed fund borrowed from the Treasury, 
ginal The Cuarrman. That was my recollection I think we do 
need perhaps to make some provision for greater clarity in this opera- 
tion. 
30, Mr.O’Conneww. I think it could be made clearer. 
hee The Cuarrman. Is your request for an increase in this tax base pred- 
0 the Bicated largely upon the thinking that the three-tenths of 1 percent of 
nat at Bthe $3,000 base just does not bring enough money into the Federal 
1, Our HB (overnment to operate this program and therefore we need to increase 
nding § the base, or is it for some other reason, Mr, O’Connell ? 
usin § Mr. O’Connext. I think essentially, Mr. Chairman, it is for two 
reasons : 
1 $336 B One, it is to bring the added money we need for the Federal admin- 
A istration, including the administration of these funds which we need 
igures touse to balance the system. 
ou Say BH Second, I think we have in mind strengthening the financing of cer- 
tain States systems which in a sense are at the moment in the position 
» $4 oF of having to move into Federal financing; in other words, becoming 
uillion. Beligible with some regularity for Federal help through this repayable 
d $34 Bidvance system. 
The Crramman, I wonder if we could be assured, if we enacted your 
ion; 2 Breommendation in this area, that the States actually would develop 
a8 W Bmore money within their own funds for the payment of benefits? 
preset Mr. O’Connexy. That would be up to the States. 
The Cuairman. That is right. 
antic: Mr. They would have the availability. 
ver the B® The Cuamman. That is right. 
aced Mr. O’Connetx. Additional availability or potentiality of funds. 
The Cratrman. As I understand, there is no prohibition against 
the State now that may be short of funds raising its tax above the level 
in the Federal statute. 
od Mr. O’Conneti. None whatever, Mr. Chairman. Several have 
raised the tax base; several have raised the tax rate. 
tion! The Cuamman. That is what I am getting at. Some States have 
in effective rateof 41% percent at the moment, do they not? 
Mr. O’Connety. Yes, 
joan by § The Crrarrman. Some States have a base for purposes of tax in 
ut. Bess of $3,000 at the moment, do they not ? 
Mr. O’Connex. That is correct, sir. 
ment by # The C HAIRMAN. Is it not something then that the States themselves 
ated ot Mn handle without us having to tell the States that without exception 
39678—59—— 3 
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they must tax up to $4,200 in lieu of $3,000? Why do we have to tell 
the States that they must tax up to $4,200 in lieu of $3,000 in order to 
better protect the State’s own fund if the State, under existing lav, 
can go to a higher base and if the State, under existing law, can levy 
higher rate than the 3 percent overall ? 

Mr. O’Connett. I think the potentiality certainly rests with the 
State. In other words, the State could, as you indicate, take care of 
increasing its tax base or adjusting its tax rate; in other words, maki 
whatever taxing provisions it wanted to provide the revenues whi 
it felt that it needed. 

I think there is one point in that connection, and that is that if the 
tax base were to be increased, it would place the States, at least to that 
degree, on a more equal basis with regard to this arrangement. 

he Cuatrman. There is a great disparity among the States, 
though, in the purposes to which these moneys are put, the amount 
that it pays, and the duration of the payment. Maybe some States 
do not pay for 30 weeks, or do not pay as high a benefit within that 
30 weeks, and thus do not need the additional money that would come 
to the State fund from taxing on a basis of $4,200 versus the $3,000. 
Is that not possible ¢ 

Mr. O’ConnELL. Yes, sir. 

The CHarrman. Why then should we make the State tax its en- 
ployers in excess of the needs of the program within a State? 

Mr. O’Connewt. I think it really reduces itself to considering 
whether the present tax base is consistent with the early tax base ar 
rangement, or the financing of the system as it was established. 

One point that might be raised is that as your taxable wage bax 
differs from your average wage in covered employment, certain rela- 
tive benefits go to the high wage-paying industries. I think there! 
some relationship, but it has never been defined too carefully, between 
the average wage in covered employment and the tax base on whieh 
the employers tax should be based. 

The Cuarrman. Mr. O'Connell, I have a great deal of sympatly 
with the possibility that you outline that we do not receive a sufficien 
amount of revenue on the $3,000 base under the three-tenths of 1 a 
cent rate that we apply to equal the needs for expenditure and lot 
under the program. Rather than require the increase in base, is ther 
not some alternative that we could enact that would supply the Fed: 
eral Government with the revenues that it needs to defray the costs 0! 
the Federal part of this program, including the need for loan funds! 

We levy a three-tenths of 1 percent rate that we do not allow tok 
reduced by the States rate. What is to prevent us from saying, if thal 
is not. producing enough money, that we go to four-tenths of 1 percel! 
or five-tenths of 1 percent, or even 1 percent if that is necessary fo 
the Federal part if we are going to protect the State against 
ruptcy through the establishment of a fund from which loans can 
made? Would that not be a satisfactory way of resolving your need 
for additional funds? e 

Mr. O’Connew. I think, Mr. Chairman, it can easily be done th 
way. If your purpose is to provide solely for making solvent tht 
Federal handling of this, F inet administration, it can be done, # 


you indicate, by some provision, and there are several ways to do li. 


whereby the Federal portion of the tax, the offset three-tenths, coul 
be raised to four-tenths. It could be raised just against the pres! 


the n 
hot 
An 
migh: 
be or 
Mr. 
The 
Mr. 


3 pe 
tent. 
men 
Fed 
tax | 
or 
Tl 
Hi 
the 
time 
for t 
recel 
M 
Th 
prese 
the ¢ 
ploye 
some 
Mr 
incre 
Th 
pend 
anplo 
but I 
perce 
The 
be tax 
under 
tobe if 
Mr. 
chan or 
| 
ait 
the 
oin 
Is this 
tuploy 
ment t 
be incl 
Mr, 
emy 
higher 
her 
is taxi 


UNEMPLOYMENT COMPENSATION 17 


§ percent, or you could increase the total one-tenth, and actually one- 
tenth of a percent, just to put the facts on the table without endorse- 
ment of this, would provide more funds to the Federal part of the 
Federal financing part of the system than would the increase in the 
tax base. Roughly speaking, it would provide, I think, $110 million, 
or something of that order on today’s taxable payroll. 

The CuairMan. That was my understanding actually. 

Here is what disturbs me about increasing the base: We would tell 
the State that it must increase its taxable base to $4,200, at the same 
time, on the basis of your suggestion, we are not making any provision 
for the employee who has an annual wage between $3,000 and $4,200 
receiving any additional benefit under the State program ? 

Mr. O’ConnELL. We are not. 

The Cuatrman. If we should enact any of the snageians that are 
presently before the committee for Federal standards in the area of 
the amount to be paid and the duration it is possible that an em- 
ployee in a wa range each year between $3,000 and $4,200 would be 
sme additional benefit; is it not? 

Mr. O’Conneux. If the benefit level is raised, he would get an 
increase. 

The Cuamman. As I understand, under the proposals that are 
pending before the committee for minimum and maximum payments, 
the a is predicated upon about $78 a week earnings; is that 
not right 

cca who gets $78 a week would come within the maximum that 
night be paid under the 50-percent requirement in these bills that are 
before the committee ; is that right? 

Mr. O’Connett. I think that would still ey State by State. 

The Cuamman. That isthe average; is it not 

Mr. O’Connewt. I think the average today of wages in covered 
employment would be nearer $85. I don’t know the exact amount, 
but I believe it is $84 or $85, which means they could get $42, or 50 
percent. 

The Cuamman. What I am getting at is this: If an employer is to 
@ be taxed at a certain base for this purpose, and it is a higher base than 

mer previous law, should that not be reflected in some higher benefit 
0 be pai 
Mr. O’Conne. I would say that that really brings us-back to the 
@ question as to whether, when or if the Federal Government should 
i “lange the base on which the employer is taxed, that at the same time 
M the Federal Government should establish some standard of benefit to 
bs paid by the States with relation to this $4,200. 

Ihe Cuamman. I am not talking about the Federal Government 
doing it, or the State doing it, or who does it. What I am getting at 
m8 this: Would any program be fair that extracted more from the 
m‘iployer for the protection of his employees in time of 

d 


oda Went that did not also provide a higher payment to those that wou 


included in this higher base? 
Mr. O’Connexv. In the first place, you do not extract more from 
}@'2 employer unless his costs are higher, and his costs would only be 
her if you were to provide greater benefits. 
_ there is nothing, for instance, to prevent a Staté from readjusting 
ls taxing provisions on one base or another so that the actual amount 


© tell 
ler to 
r law, 
levy a 
h the 
of 
aking 
which 
if the 
© that 
States, 
mount 
States 
n that 
1 come 
$3,000 
its em 
iderin; 
ase ar 
d. 
oe bas 
in rela 
there | 
yet wee 
whic 
m path 
f 1 
nd 
is the 
he Fe 
costs 
. fund 
ow to 
r, if tl 
perce 
sary 
st bal 
1S cal 
yur 
Jone t! 
t 
done, 
to do 
hs, cot 
e presel! 


18 UNEMPLOYMENT COMPENSATION 


of money, relatively speaking, might vary a little, depending on 
people who are covered, but the employer could adjust. 

If the State, for instance, were to continue on a new base a higher 
level of tax or the same level of tax on a new base, you would pre- 
sumably at that higher level of income then go into one form of bene- 
fit or another, so that the individual employee would benefit from this 
increase in tax, but the State would have the responsibility of adjust- 
ing its taxing provisions to provide a benefit level and duration which 
they coniaidered to be proper for their people. They would just have 
more leeway on which to do it. 

The CuarMan. I realize there is a great difference between this 
program and the program of old-age survivors and disability insur- 
ance, but in OASDI we do not ever increase the rate of tax without 
some increase on the other side. I think if we increase this base, we 
might well be faced with the question of equity of providing for 
increases on the other side, either through action of. the State or 
through action of the Federal Government in requiring those 
increases. 

I could be wrong, but it just occurs to me that it does raise some 
question of equity. 

Mr. Secretary, you did not in your statement make any reference 
to anything other than the administration’s proposals. We have 
before us a number of other proposals in forms of bills that have 
been introduced by members of this committee as well as Members 
of Congress who are not on this committee. 

What is the position of the administration with respect to this 
matter of so-called Federal standards in amounts that States will 
have to pay and the duration of time within which States would 
have to make those ‘eae in order to qualify or be in compliance 
under this program 

Mr. O’Connett. This administration I think has shown that it has 
a very strong belief in the total unemployment system. We believe 
it is very useful and a device which is useful economically and ex 
tremely important socially from the point of view of income mail- 
tenance of the individual. 

The President has, since 1954, repeatedly requested the States to 
bring their benefits up to a point which he felt would more thoroughly 
satisty these two objectives. Since that time there have been very 
significant actions I think on the part of the States to improve the 
system. 

Tees year temporary unem loyment compensation was recom 
mended with the idea that during this period the States themselves 
would reexamine their structures to test their adequacy, if you wait 
to use that term, under a period of increased unemployment. This 
year was a year in which many of the State legislatures were to col 
sider this problem. 

Recently the President, as I think the chairman and the committee 
knows, met with the representatives of the Governors through thelr 
executive council, at which time the Governors indicated that they) 
felt very strongly that the present division of responsibility under 
this Federal-State partnership system should remain coneniaa un 
changed. I thin’ that our position in the administration woulda 
that action by the States has been good. 
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Action at the present time in the States, in State legislatures which 
have been in session and which are now in session, promises to be 
good, and we would not recommend at this time any change in these 
responsibilities, and to put it directly to the point, we would not 
recommend the imposition of National Federal standards on all States 
for benefit levels or duration. 

The Cuatrman. If the Congress should decide to launch such a 
program legislatively, would the position of not recommending turn 
into one of opposition ? 

Mr. O’Connetx. I do not think I can answer that. I really do 
not know exactly what the question means. I do not know. 

The CuHarrman. Opposition is usually reflected somewhere along 
the legislative line if the executive does not approve of what the 
Congress is doing and you say that you are not recommending that 
we enact standards. I want to know just how far you would go, if 
the Congress should undertake to pass legislation. If it would clear 
both branches of Congress, oh? that failure to recommend turn 
into drastic opposition as might be contemplated from what is being 
said with respect to this proposal ? 

Mr. O’Connetu. I think we would examine that situation when 
we are faced with it. 

The CuarrMan. We never try to anticipate what the court may do 
with respect to a constitutional question, but I hope that we might 
get more guidance from the executive department with respect to 
what it might do with legislation on this point. 

What is the reasoning frankly in opposition to the enactment of 
such standards—Mr. Karsten, I believe, has such a bill—as contem- 
plated in the bills of Mr. Karsten, Mr. Machrowicz, and perhaps eight 
other members of the committee. What is the fundamental and basic 
rason for opposing these proposals? I am trying to get your think- 
O’Connell. 

r. O’Conneth. I think, Mr. Chairman, that it comes down to 
this: Can we through the present division of responsibility between 
the Federal Government and the State governments have an adequate 
und proper unemployment compensation system or can we not? 

And we really believe that it is not desirable, nor is it necessary to 
tablish Federal minimum standards of duration and benefit level. 
Iwill just talk to benefit level and duration. Since the passage of the 
ut, there has arrived a pretty clear-cut delineation of responsibility. 
We believe that this responsibility has been accented by the States, 
hat they are showing today an increased awareness of their own re- 
ponsibilities. We believe that the system will provide what it is 
‘xpected to provide without changing in essence this division of basic 
Beenbality as between the Federal Government and the States. 

he Cuarrman. Now, Mr. O’Connell, the question of unemploy- 
ent on the basis of the record is not left to the States by the Federal 
fovernment. Whenever there develops any serious degree of unem- 
eB oyment, even though it may be limited to a few States in its prin- 
‘pal impact, the Federal Government steps in either as we did last 

Year with a temporary program of unemployment compensation, or 


vestep in to provide, through public works of some sort, job a 
inities that private industry at that time cannot make available. 
"Be always step into these situations as you know. The record indi- 
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cates that the Federal Government becomes very concerned about this 
matter of unemployment. 

Now, this has a bearing, does it not, and a direct bearing, as you 
point out in your statement ~ the extent to which an unemploy- 
ment situation may drop? You have very correctly pointed out, | 
think, that the payments that have been made under the State unem- 
ployment program had a material effect upon reducing the recession 
in certain areas. I think the unemployment program is perhaps our 
major program that works countercyclically to declines in the 
economy. 

If it does serve a worthwhile purpose, why are we then not inter- 
ested in the period of duration of payments or the amount of the pay- 
ment to be made within the State? 

Mr. O’Connetxi. I am not indicating any lack of concern at the 
national] level with the problem of unemployment nor am I—— 

The Cuarrman. Pardon me for interposing. Is it not actually to 
be interpreted in many quarters, as lack of concern if we just say that 
this is nothing more than a responsibility of the State and one that we 
should not invade? 

Mr. O’ConneELL. I think that from the beginning there has been a 
philosophy that as to the effects of unemployment in a particular State 
that State is best able to determine what the level of benefits and the du- 
ration should be for the people in that particular State. 

The Cuarrman. The point is this: What if the contribution, made 
under that State’s own determination, is not in the opinion of some- 
one else a sufficient contribution to soften the impact of the unemploy- 
ment within the State? What if it should be found, say, that the State 


has not actually made as much contribution through its pore to 


minimize the decline, and to soften its impact, as it should have? Are 
we merely to rely upon a President, from time to time suggesting that 
the State do something or should we within our own legislative right 
take some action that might compel something more being done? 

Mr. O’ConneEtt. I think we should stay alert to the whole problem 
and the impact of unemployment and the impact of the payments for 
unemployment insurance at the national level. I also think that we 
should be careful in adopting a solution, not without actual acceptance 
of the necessity for such a movement, not to change the essential facets 
of a system which we believe has met and promises to meet the situa- 
tion in a reasonably satisfactory way. ‘And we expect the States will 
continue ot improve their discharge of their responsibilities. We 
really boil it down to whether we think that the States will discharge 
their responsibilities in a way which will in a sense satisfy the national 
problem or whether they will not? 

The Cuatmrman. Mr. O’Connell. I have never supported the idea 
of Federal standards and I do not now. Do not misunderstand me. 
But I never am rigid in any such views unless I can support it with 
some logical reason. I have been trying this morning as best I can to 

t some logical reason for resisting further any action by the Federal 

overnment in requiring the States to adopt some minimum stand 
of payment and duration. 

I think I have reasons that I could perhaps espouse, but I was seek- 
ing of you your thinking that would justify or support the position 
that I have always taken. Very frankly, I am not satisfied that you 
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have given me sufficient reason to support that position. I had hoped 
that you would tell me that you believe very strongly in the philosophy 
of States rights in this field, but you have not. I had hoped that you 
might make some other suggestions that would support such a position, 
but when you tell us that you want us to increase the base of $4,200 
without doing anything to insure benefit payments in return for that 
larger contribution by the employee, you leave me a little bit concerned 
as to justification for not going even further. 

Are there any further questions ? 

Mr. Mason. Yes. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I just want to follow that line of reasoning, if the 
Chair went just a little bit further. Here is the State suffering from 
uwemployment. Take Illinois. And it is directly concerned with 
that situation and with the cure of it. So the State of Illinois takes 
action to cure that. Now the Federal Government and the economy 
as a whole are only indirectly concerned with that situation in Ih- 
nois. Insofar as that situation affects the economy of the country, 
they are indirectly concerned. But direct action and direct responsi- 
bility for that situation in any State belongs in the State and rests 
in the State and the State must take care of it as best it can. And 
indirectly the Federal Government is interested because of the effect 
upon the general economy, and it is only indirectly that the Federal 

overnment is responsible for doing something about it; and, when 
the chairman indicated that if the State did not do what it should do 
and can do, according to the standard set up in Washington by the 
administration or b this committee, why they are saying that we know 
more about what should be done in the State, and we are taking the 
responsibility that belongs to the State: “You must meet these stand- 
ards.” And that is essentially what the chairman had in mind, I am 
quite sure, when he was trying to bring out from you these differences. 

That is all. 

The Cuarrman. Mr. Boggs will inquire. 

Mr. Bogas. I have just one question. 

I don’t want to cast any aspersions on the witness. But I am just 
curious why the Secretary didn’t come down. 

The Cuatrman. Let me, if I may, advise our colleague. 

Mr. Bocas. This witness couldn’t answer the question ? 

The Cuamman. I may know more about it than the witness. The 
Secretary did indicate that he could be here later on in the hearing; 
he could not be here today. But the notice of his inability to appear 
here today came to me at such a time that I could not rearrange the 
schedule of witnesses in order to accommodate him. I sug ram. othe 
he could not be here today that he send someone from his Department 
who could testify in his stead and discuss policy points with the com- 
mittee and he selected Mr. O’Connell. 

Mr. Boces. Is he ill or indisposed or what was the problem ? 

Mr. O’Connutt. The Secretary had a personal appointment out of 
town which he made every effort to adjust to the timing of the com- 
mittee and found himself unable to do so. He offered alternative 
dates but they couldn’t be worked out. 

Mr. Macurowicz. Will the gentleman yield on that question? 

Mr. Boges. I would be glad to. 
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Mr. Macurowicz. I wonder if the fact that he is going to addres 
the unemployed tomorrow had anything to do with his inability to b 
here today ? 

Mr. O’ConnELL. When his time commitment was made I am sure he 
didn’t know even about his invitation to address the group tomorrovy, 

Mr. Byrnes. Mr. Chairman ? 

The Cuarmman. Mr. Byrnes will inquire, Mr. O’Connell. 

. a Byrnes. There are two areas that I would like to inquire about 
riefly. 

One is with respect to your recommendations for the covering of 
employers of one or more employees. 

o you have any breakdown of the general type of employer or the 
general type of employee that would be brought in as a result of the 
reduction of the number of employees covered ¢ 

Mr. O’Connett. We have a reasonable estimate, I think, Mr. 
Byrnes. In retail trade or related activity in trade about 45 percent 
of the total coverage would be in that group. In finance, insurance, 
and real estate small offices, approximately 9 percent, and in service 
activities about 26 percent. The other 20 percent is just broadly dis 
tributed. The biggest impact would be on the onal retail activity, 


the small real estate insurance and financial activity, and on service 
activities. 

Mr. Byrnes. I am concerned about this area that I suppose is more 
in the nature of the employer of one employees or two employees. Let 
me ask you this: Do you have any information as to the general period 
of employment or the turnover of employment where the employer 
that has one employee or two employees, whether the employment is 


on a year-round basis or whether it does have a tendency to be some- 
what seasonal ? 

Mr. O’Connety. We have endeavored to get at this, Mr. Byrnes, 
through the question of where the small employer stands under their 
own experience rating in the States. 

Mr. Byrnes. Right. 

Mr. O’Connewi. This would indicate, without going into great de- 
tail, and I will be glad to furnish a chart, that there is very little real 
difference in the experience rating of the one, two, and three employer 
than in the larger ones. We will be glad to furnish the detail of 
that. 

Mr. Byrnes. You do have some information on that score? 

Mr. O’Connetxi. Yes; we do. 

Mr. Byrnes. I was under the impression, frankly, that since it dealt 
with a rather small operation, the one- or two-employee case, that it 
might give rise to the situation where it was more of a seasonal em- 
ployment than a permanent employment but you say the facts seem 
to indicate differently ? 

Mr. O’Connet. information does not support that. 

Mr. Byrnes. I am concerned about this matter that the chairman 
discussed with you at length, namely. the method of increasing the 
funds ayailable for administration and your recommendation for the 
tax increase. As I understand it, the increase of the wage base wi 
produce an increase in revenue for both benefit and administration 


purposes under present coverage. 


Is it $423 million, the $350 million plus the $78 million ? 
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Mr. O’ConnELL. Gn present coverage; yes, sir. 

Mr. Byrnes. $350 million of that increased revenue would be allo- 
cated for benefit purposes ? 

Mr. O’Conneti. Would be available for benefit. 

Mr. Byrnes. Would be available for benefit purposes. And $73 
million is available for administrative cost ? 

Mr. O’ConneELL. Yes, sir. 

Mr. Byrnes. As far as the Federal Government is immediately con- 
cerned, its problem relates to the administrative cost; is that not cor- 
rect ? 

Mr. O’Connett. Yes; administrative meaning the whole admin- 
istrative financing. 

Mr. Byrnes. That is right. 

Mr. O’ConneELL. Yes. 

Mr. Byrnes. But that does not involve any of the benefit cost? 

Mr. O’Connetn. That is correct. 

Mr. Byrnes. So that the case you make in the first instance here is 
that you will have a need after 1961 of revenue in excess of what is 
produced by the three-tenths of 1 percent ? 

Mr. O’Connett. May I interrupt? That is in direct administra- 
cael We actually have need now to build up some of these depleted 

nds, 

Mr. Byrnes. Yes. Excluding the Reed fund, and talking only 
about your general Federal administrative cost, you will have sufficient 
funds through 1961 and after that you will be short of funds on the 
basis of what you anticipate will be produced by the three-tenths of 1 
percent that the Federal Government keeps? 

Mr. O’Connett. Yes, sir. 

Mr. Byrnes. Then in addition to that you have a need now, or we 
have a need now, to replenish and build up the Reed fund. You call 
our attention to your need to secure money for the Reed fund, plus the 
money that will be needed for administration after 1961. That is a 
fundamental reason why the Federal Government, the Department, 
seeks an increase in the revenue ? 

Mr. O’Conne.t. This is our primary interest. 

Mr. Byrnes. Right. Yet under your proposal you would increase 
the overall tax on employers by $423 million in order to secure the 
$73 million that is needed for administration plus the Reed fund ? 

_ Mr. O’Connext. A potential requirement on the employer as we 
indicated, the States can readjust their taxing provisions. 

Mr. Byrnes. Assuming that the State doesn’t do anything, takes 
the course of least resistance and permits the State law to continue 
as it is, there would be $423 million increase in revenue going to the 
Federal Government and the State governments in order to produce 
the $73 million that you feel is needed so that the Federal Government 
can carry out its responsibilities under the program. 

r. O’Connewt. This is correct. Actually, the financial condition 
of the State has some relationship, but as we indicated earlier they can 
adjust that themselves. 

r. Byrnes. That moves me to the next aspect of this: The greater 
portion of the potential increase that is involved in your tax increase 


Proposal would be for benefit rather than administrative purposes, 
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Mr. O’ConnELL. Yes, sir. 

Mr. Byrnes. Now, you state that that is needed because of the situa- 
tion in a number of the States. I wonder if you could advise the 
committee as to what States you feel require as a growing proposition 
tax increase in their revenues, a tax increase to produce an increase in 
their revenues, and what their present tax rate and base is in tho 
particular States? Could you supply that for the committee? 

Mr. O’ConnzELL. Yes, we could supply that. I want to be sure, Mr. 
Byrnes, I understand exactly. That would be to maintain a present 
level of benefit without in a sense infringing on their solvency so they 
wouldn’t have to come to the loan fund. Suppose we take all thos 
who are fairly close, you might say, to requiring a coming to the 
Federal Government for a loan and then give you that data. 

Mr. Byrnes. What is that? 

Mr. O’ConNnELL. We have to have some way to pick out the States. 

Mr. Byrnes. What you are suggesting here, though, is that there 
are a number of States that need as a permanent proposition—there 
is nothing temporary about this $4,200 base. Once you do it you are 
not going to go back, I would assume. You are suggesting a per- 
manent tax increase which you say is essential to take care of a num- 
ber of States who have need for increase in their revenues and their 
reserves. I would like to know what States are causing us as the 
Federal Government to go beyond raising the money that we need to 
carry out our obligation. 

Mr. O’ConneELu. We will supply that. 

(The above-mentioned figures are as follows :) 


States whose benefit costs during last 5 years averaged close to or more than 2.1 
percent of taxable wages 


Average cost | Average tax Highest 
rate percent | rate percent | benefit-cost 
of taxable of taxable rate during 

wages ! wages ! 1954-58 
1954-58 1954-58 


Ruode Island 


ANS 
oS 


: Alaska now bas a $4,200 tax base; Oregon and Rhode Island have a tax base of $3,600. 


Mr. Byrnes. Also let me ask this since you are now moving into 
the area of benefits, really suggesting a tax increase for the purpose 
of providing funds and reserves to pay benefits, let me ask you 
whether or not the advisory committee to the Secretary has not con- 
sistently recommended against an increase in the base by the Federal 
Government to accom lish that particular objective ? 


Mr. O’Connett. The majority of the advisory committee at its 
last meeting recommended an increase in the tax base. 

Mr. Byrnes. Did they recommend it for benefit purposes? 

Mr. O’ConneELL. I don’t—— 

Mr. Byrnes. It is my understanding that was for benefit financing. 
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Mr. O’Connett. I don’t believe that they did. It is not contained 
in their recommendation. You know the purpose for their recom- 
mendations of an increase in tax base. 

Mr. Byrnes. But they did have a recommendation, didn’t they, 
with respect to benefit financing? Could you advise me as te what 
their recommendation was on benefit financing ? 

Mr. O’Connett. You mean what did they recommend on—they 
really recommended consideration of 30 weeks uniform and a weekly 
benefit equal to 50 percent of wages to be secured by the greater 
number by a graduated increase at the State level in the maximum 
benefit amount. 

Mr. Byrnes. If you don’t know, you supply it for the record. It 
is my information that the majority, that all of the committee, they 
were unanimous on the point, on their recommendation in the area 
of benefit financing. There was disagreement in the area of admin- 
istrative financing. But in the area of benefit financing it was unani- 
mous that this should be left completely to the States and they didn’t 
recommend either benefit increase or rate increases. They recom- 
mended staying away from a base increase or rate, to say away from 
any recommendation and suggested that was a matter that must be 
left to each State to determine by itself, that the Federal Government 
should not for the purpose of benefit financing go into a base increase. 

Mr. O’Connett. I think I would put it this way, that in considering 
adjustments in financing they stated that they would not enter into 
consideration in that regard of benefit financing, that they would re- 
strict themselves to the consideration of administrative financing. 

Mr. Byrnes. Didn’t they say, though, and I quote: 

Any increase in benefit cost as a differential impact in different States because 
of the different instances of unemployment, its cost resulting from differences 
in wage levels, different composition of industry and so on, in view of these vari- 
ations between States, it is our view that each State will have to study its own 
heeds before it can reach a decision as to which benefit financing methods are 
appropriate for that State? 

Mr. O’Connett. For the record I would like to be absolutely sure 
on this, Mr. Byrnes. It is my recollection that this is the recommen- 
dation of the subcommittee which dealt with this area and that the 
recommendation of the full committee may differ somewhat and I 
er like to furnish you with an accurate report of their recommen- 

ation. 

Mr. Byrnes. If you would, please. 

Isn’t it also true that in 1956, I believe it was, and prior to that, 
the advisory committee recommended against using an increase of a 
= - produce an increase in revenue rather than increasing the 
ra 

Mr. O’Connett. I believe this is correct, but also, I would like to 
give you the accurate record of the recommendations in this area. 

(The above-mentioned data is as follows :) 


Reports oF FepERAL Apvisoky CouNciL ON TAXABLE WaGE BASE 


(1) The report by the Committee on Benefit Financing, “Taxable Wage Base 
for Unemployment Insurance,” was adopted by the Federal Advisory Council 
by consensus in its meeting on October 3-4, 1956. 

(2) The report of the Committee on Administrative Financing, adopted by 
the Federal Advisory Council on December 3, 1958, contains a statement of its 
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position on benefit financing in section 3 of the report. At the same time, the 
public and labor members of the Council adopted a “Statement of Position ip 
Support of Increased Federal Unemployment Tax Base,” which recommenda 
an increase in the taxable wage base from $3,000 to $3,600. The employer mem- 
bers present at the meeting adopted a “Statement of Position on Increased Tar 
Income for Administrative Purposes,” recommending an increase in the Federal 
unemployment tax from 3 to 4 percent, with an increase in the Federal portion 
of the tax collected from 0.3 percent to 0.4 percent until a $250 million admin 
istrative trust fund is accumulated. 


TAXABLE WAGE BASE FOR UNEMPLOYMENT INSURANCE 


(A report by the Committee on Benefit Financing adopted by the Federal 
Advisory Council, Oct. 3-4, 1956) 


The Committee on Benefit Financing has considered whether the taxable 
wage base of the Federal Unemployment Tax Act should be increased from the 
present limit of the first $3,000 in annual earnings. In this connection, the 
Committee considered the majority and minority reports on ths subject adopted 
by the Federal Advisory Council on October 26, 1953. It has also considered 
material prepared by the staff on developments since that time, including the 
increase in the taxable wage base for old-age and survivors insurance to $4,200, 
increases in wages, increases in benefits, and the implications of the Reed Act 
of 1954. It has concluded that the taxable wage base for unemployment insur 
ance should not be increased by Federal legislation for the following reasons: 

(1) While it would result in some simplification in reporting by employers 
to have an identical wage base for unemployment insurance and old-age and 
survivors insurance, the administrative savings would be relatively small and 
would be far outweighed by at least temporary increases in taxes for employers. 
While the State tax rates could be adjusted so that most employers might even- 
tually not pay increased taxes, this adjustment would take time. The tax sched- 
ules would have to be changed in most States, particularly in those that use a 
reserve-ratio method of experience rating. New employers would always have 
to pay higher taxes until they were eligible for experience rating, which would 
be a minimum of a year and would be longer in most States. The wage base in- 
crease could also operate unequally after experience rates are adjusted notably 
as between seasonal and nonseasonal industries and between high-wage and 
low-wage industries. It would also probably result in increases in the tax base 
for employee contributions in Alabama and New Jersey, and the latter State's 
law has no experience rating of employee contributions through which the tax 
rate could be adjusted as it could be for employers. 

(2) An increase in the taxable wage base would be unnecessary for adequate 
financing of benefits in all but a few States. These few States are already free 
to increase, and in the case of Alaska and Rhode Island have increased theif 
taxable wage base to $3,600. Any State that needs to increase tax income can 
do so by either increasing its tax rates or taxable wage base without Federal 
legislation. 

(3) An increase in the Federal tax wage base is also unnecessary in order to 
secure adequate funds for Federal purposes. The $200 million loan fund is 
now full and a substantial excess in Federal tax collections was distributed at 
the end of fiscal year 1956 under the Reed Act to the States. It appears that 
Federal tax receipts will be ample to finance Federal and State administration 
over the next few years and still leave some excess funds for distribution to 
the States. Moreover, should there be a continuing deficiency, an increased tax 
base is only one of the sources from which additional revenues could be obtained. 

(4) From a program standpoint, there is no sound rationale for equating the 
tax base for unemployment insurance and old-age and survivors insurance. The 
programs are for different purposes. Unemployment insurance is a short-range 
program in which there need not be a connection between taxable wages and 
wages used for benefits; in a long-range program such as old-age and survivors 
insurance, there is more justification for using the same wage base for taxes 
and benefits since all taxable wages are used in determining benefits. Also, in 
OASI, there is no experience rating. Finally, under OASI there are employee 
contributions on the wages used to determine benefits. 
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(5) The most serious consideration is whether it is necessary to increase the 
taxable wage base over $3,000 if the wage base for determination of benefits 


b exceeds $3,000. First, will the $3,000 base be a psychological deterrent to in- 


creasing benefits? There is no evidence that it has been. Eight States use a 
larger wage base than $3,000 for determining maximum amount and duration 
of benefits, only one of which has increased its taxable wage base. That one, 
Alaska, has increased its taxable wage base to $3,600, but uses $4,000 for deter- 
mining maximum benefits. Under the majority of State laws, there is no con- 
nection between taxable wages and wages used for benefits. While 14 States 
limit benefit calculations to taxable wages as a technical restriction (these in- 
clude Rhode Island, which has raised its taxable wage base to $3,600), all but 
1 qualify claimants with lower earnings for the maximum potential benefits ; 
all but 3 of these have liberalized benefits in the last 2 years. Nevertheless, 
since such limitations may be thought to serve to restrict increases in benefits— 
although there is no evidence that they have done so—and this problem may be 
intensified as money wages rise and States wish to increase maximum benefits, 
we believe that the Secretary of Labor should draw the attention of the States 
to the fact that their taxable wage bases need not be a deterrent to increasing 
benefits, and point out how other States have utilized wages in excess of the 
taxable maximum. 

A labor member noting that unemployment insurance taxes levied against 
individual employers under present State laws are the product of two factors; 
namely, the taxable wage and the rate of tax adjusted under experience rating, 


B thought that consideration should be given to lowering the base—possibly to 


$2,000—rather than raising it. He pointed out that, if this were done, the rate 
of taxes collected by the Federal Government would have to be adjusted to yield 
approximately the same gross revenue as that yielded by the 0.3 percent. In 
this connection, he pointed out that the Federal standard now permits States 
to modify their tax rate by the single method of employer experience rating. 
Lowering the tax base required by the Federal Government without putting any 
ceiling on it would give the States more latitude in their financing program. 


Mrs. EveLINE M. Burns, Chairman. 
Mr. E. D. STARKWEATHER. 
Mr. Harry WALTNER 

(Alternate for Mr. Joseph Dunn). 


SUPPLEMENTARY STATEMENT ON TAXABLE WAGE BASE 


Since I was the only member of the Committee who in 1953 supported an in- 
crease in the unemployment insurance tax base to $3,600, I believe I owe the 
Council a brief supplementary statement explaining why I have joined the ma- 
jority in a unanimous report opposing any increase by Federal law in the unem- 
ployment insurance tax base at this time. 

My principal fears 3 years ago were that the $3,000 wage base for taxation 
purposes would prevent States from increasing maximum weekly benefits to 
amounts utilizing more than $3,000 for benefit computation purposes. The facts, 
however, have shown that where there is a will (to raise benefits) there is a way. 
Many States have raised benefits without any psychological deterrent from the 
$3,000 wage base, and some, where the $3,000 limit was a legal barrier, have 
raised the barrier. 

It has also been conclusively demonstrated that whatever financial needs may 
arise in the States or the Federal agency can be met by other unemployment tax 
Policies, without raising the wage base and thereby penalizing new employers, 
‘ontributing workers in New Jersey and Alabama, and others. 

Since employer representatives do not feel that the administrative savings and 

Simplification inherent in the uniform wage base would outweigh its other dis- 
‘ivantages, I see little purpose in a labor representative continuing to argue 
or employer advantages which the employers apparently do not want. 

‘nally, there is nothing to prevent any State legislature that desires to from 
one its taxable wage base for unemployment insurance, if the circumstances 
0 that Sta te make such an increase desirable. 

Accordingly, I concur in the Committee report on this subject at this time. 


Harry Kranz. 
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Report OF COMMITTEE ON ADMINISTRATIVE FINANCING 
(Adopted by the Federal Advisory Council, December 3, 1958) 


The Committee Chairman reported orally to the November 13-14, 1958, meeting 
ofthe Federal Advisory Ceuncil that the Committee, at its October 3 and October 
31 meetings, had discussed the adequacy of present revenues under the tax offset 
of three-tenths of 1 percent to pay the administrative expenses of the program, 
which have been steadily rising under the impact of higher salaries, rents, and 
materials. The Committee had considered proposals to raise either the taxable 
wage base or the tax rate. Subsequently, the Committee was asked to consider 
these proposals in connection with more adequate benefit financing. Proposals of 
employee contributions and minimum employer contribution rates were likewise 
considered. Finally, the Committee considered the possibility of lowering the 
tax offset. 

The Committee concluded informally that any method of increasing Federal 
tax revenues for administrative purposes would fail to achieve its objective of 
making such revenues available to the States if there were no provision fora 
contingency fund or reserve into which the excess of such increased revenues 
over expenditures in 1 year might go to cover deficits in later years. 

The original Committee assignment was to develop legislation “that will pro- 
vide adequate Federal funds for the administration of the employment security 
program in periods of increased unemployment”; but at the last meeting of the 
Council the directive was broadened on account of constantly rising costs. As 
requested by the Chairman of the Council, an effort was made to increase the 
Committee membership. Since two employer representatives contacted were 
unavailable to serve because of the short notice, no additional public or employee 
representatives were asked to serve on the Committee. 

With that background, the Committee, at its November 24 meeting, discussed 
the administrative financing situation. Data were presented showing that the 
margin between the annual Federal income under the Federal unemployment tax 
and annual expenses of administration is narrowing to the point that the income 
is becoming inadequate to cover the administrative costs of the States and the 
Federal Government. For example, it is expected in fiscal year 1959 that ad- 
ministrative costs will be $335 million, whereas Federal unemployment tat 
income is estimated to be $332 million. This upward trend of costs due to higher 
salaries, rents, and materials seems likely to continue. The Committee recog- 
nized that there is no legal restriction on appropriations in excess of unemploy- 
ment tax collections, but was advised that congressional appropriation commit: 
tees have expressed interest in the amount of unemployment tax collection. 

The Bureau of Employment Security’s experience was compared with that 
of the Bureau of Old-Age and Survivors Insurance in securing requested aj 
propriations for administrative purpose. The Bureau of OASI’s appropriatio 
requests are reduced only slightly by the Bureau of the Budget and Congress, 
while the Bureau of Employment Security’s requests are reduced substantially 
at the Budget Bureau and congressional levels. This may be due to the fact 
that despite the enactment of the Reed Act, the employment security appropri 
ations are still a part of the President’s budget and subject to the same economy 
moves as other parts of the budget, while the appropriations for the OASI pre 
es are made from the old-age and survivors and disability insurance trust 

unds. 

RECOM MENDATIONS 
1. Administrative trust fund 


The Committee considered the question of a separate account in the unemploy 
ment trust fund from which administrative expenditures can be made. ‘The 
Committee unanimously concluded that it should recommend to the Council that 
all collections under the Federal Unemployment Tax Act be put in a separate 
account in the unemployment trust fund, from which account administrative 
expenditures will be made. When a reserve of $250 million is built up, there 
should be provision for the use of excess funds beyond that amount. 


2. Increased tax income 


The Committee considered the need for increased income to meet rising Stalt 
and Federal administrative expenditures and discussed alternative methods ° 
providing this additional income. The public and employee representatives fav- 
ored raising the taxable wage base from the present level of the first $3,000 of 
wages to $3,600 and providing for holding the excess of such increased revenues 
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over expenditures in any year as a reserve to cover deficits in the later years. 
The employer representative favored maintaining the $3,000 tax base, and in- 
creasing the tax rate along the following lines: : 

Raise the Federal unemployment tax from 3 percent to 4 percent. Continue 
initially the 90-percent credit offset. The State standard rate would then be- 
come 3.6 percent; 0.4 percent going to the Federal Government. Divert one- 
fourth of the tax collections brought in by the 0.4 percent into an administra- 
tive contingency fund. Continue this diversion for such length of time as would 
be necessary to establish a $250 million fund. After the establishment of this 
fund, reduce the Federal “take” (for the next calendar year) to 0.3 percent. 
However, continue the computation of the 90-percent offset credit on a 4-percent 
Federal tax basis. If, in any calendar year, the contingency fund falls below 
$150 million, the Federal “take” in the ensuing calendar year would be returned 
to 0.4 percent and be continued at this level until the fund again amounts to 
$250 million. 

The public and employee representatives’ views and the employer representa- 
tive’s views supporting their recommendations on this point are attached. 


8. Benefit financing 

In response to the request of the Legislative Review Committee, the Commit- 
tee considered alternative methods of benefit financing. It was the Committee’s 
conclusion that any increase in benefit costs has a differential impact in dif- 
ferent States because of the different incidence of unemployment and its costs 
resulting from differences in wage levels, different composition of industries, etc. 
In view of these variations between States, it is our view that each State will 
have to study its own needs before it can reach a decision as to which benefit 
financing methods are appropriate for that State. If increased benefit financing 
is required, there are at least four principal alternative methods: (1) increase 
the taxable wage base from the present limitation of the first $3,000 of each in- 
dividual’s earnings; (2) increase the tax rate abové the present “standard” 
State rate of 2.7 percent; (3) provide that no employer contribution rate shall 
be below a specified minimum; (4) require an employee contribution. 


APPENDIX A 


STATEMENT OF POSITION IN SupporT OF INCREASED FepeRAL UNEMPLOYMENT TAX 
- BASE 


In order to meet the need for increased income to meet the rising State and 
Federal administrative expenditures, the undersigned favor a slight increase in 
the taxable wage base to $3,600, rather than an increase in the tax rate 
because— 

(1) Under the Social Security Act, as enacted in 1935, total wages were tax- 
able for unemployment compensation purposes. The $3,000 wage base limita- 
tion, which was enacted in 1939, was inserted in the Federal Unemployment Tax 
Aet only to make it identical with the taxable wage base in the Old-Age and 
Survivors Insurance program; the latter has since been raised to $4,800. The 
$3,000 limitation in 1939 represented approximately 95 percent of total covered 
payrolis; now the $3,000 limitation results in only about 65 percent of total 
Wages being taxed. 

_ (2) A slight increase in the wage base, to say $3,600, would not have a great 
impact on taxpayers. It would result in an increase in Federal tax collections 
of about $40 million, or about 12 percent. 

(3) An increase in the Federal tax rate would work an additional hardship 
% hew employers entering business, although the American economy is sup- 
posed to offer encouragement to new businesses in a competitive enterprise sys- 
tem. This increase would apply to all new employers for at least a year, until 
they could secure a lower experience rate. On the other hand, a State could 
tevise its experience rating schedules so that older employers would not be 
affected by the rise in the Federal tax rate so far as State taxes are concerned. 

(4) A slight increase in the wage base, designed to produce only enough in- 
‘ome for adequate administrative financing, appears more equitable to new 
‘uployer taxpayers than an increase in the tax rate and does not appear to be 
in inequitable burden on high-wage-paying employers. 

(5) An inerease in the tax rate would be regressive in character, since it 
Would impose a higher tax in proportion to total payroll on low-wage-paying 
= than on high-wage-paying employers because of the limited taxable 

age base. 
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(6) In a social insurance program, it seems logical that employers paying 
high wages and with stable employment might reasonably be expected to share 
a slightly increased portion of the cost of the insurance program along with 
the less stable or low-wage employers. 

(7) There are probably not a great number of employers paying wages be- 
low $3,600 a year to most workers (though data to substantiate the point are 
not availabel to the Committee). 

(8) Twenty-six States already have taxable wage bases which are tied to the 
Federal base; if the Federal base is raised, bases will automatically be raised 
in these States without the necessity for State legislation. On the other hand, 
any increase in the tax rate to 4 percent under the Federal Unemployment Tax 
Act would require an increase in the “standard” rate in the State laws from 
2.7 percent to 3.6 percent in order for the employers in the States to receive the 
full 90 percent tax credit against the Federal tax. 

The undersigned therefore recommend to the Council: That the taxable wage 
base in the Federal Unemployment Tax Act should be raised from the present 
level of the first $3,000 of wages paid to each individual worker in a year to 
$3,600. 

Public members: Fedele F. Fauri, Clarence W. Bird, Mrs. Eveline M. 
Burns, William Haber, John Holden, Charles A. Myers, Dale 
Yoder; employee members: Harry Boyer, George Brown, Jacob 
Clayman, Nelson Cruikshank, C. J. Haggerty, Kenneth J. Kelley, 
Leonard Lesser, Jesse C. McGlon. 


APPENDIX 
STATEMENT OF POSITION ON INCREASED TAx INCOME FOR ADMINISTRATIVE PURPOSES 


The principal position covered by this statement is: If the Secre- 
tary of Labor decides to ask the Congress to amend the Federal 
Unemployment Tax Act so as to provide additional revenue, an 
increase in tax rate should be proposed, rather than an increase in 
the taxable wage base. 

The members of the Federal Advisory Council who subscribe to 
this statement of position are: Robert T. Garrison, Harold Keller, 
J. Wade Miller, John Post, E. F. Scoutten, E. D. Starkweather, 
John Zuckerman. 


The Administrative Financing Committee, at its November 24, 1958, meeting, 
considered (1) the matter of a separate account in the Unemployment Trust 
Fund for administrative purposes, (2) alternative methods of benefit financing, 
and (3) methods of providing additional administrative funds. 

With respect to the first item, the committee unanimously recommended to 
the Council on December 3, 1958, that collections under the Federal Unemploy- 
ment Tax Act be put in a separate account in the Unemployment Trust Fund, 
from which account administrative expenditures will be made. 

With respect to the alternative methods of benefit financing, the committee 
unanimously concluded that, because of the different incidence of unemployment 
and its costs resulting from differences in wage levels, composition of industries, 
ete., in the various States, each State must determine for itself the financing 
methods appropriate for that State. 

With respect to providing additional funds for State and Federal administra- 
tive expenditures, the labor representative and public representative favored 
increasing the taxable wage base from the present level of the first $3,000 of 
wages to a level of $3,600. The employer representative does not agree with 
this position, and it is the purpose of this report to set out the reasons for 
disagreement and to propose a more desirable method of providing additional 
funds—one which calls for an increase in the tax rate rather than an increase 
in the tax base. 

(1) The first question to be resolved: Is there an immediate need for a 
permanent change in either the taxable wage base or the tax rate for the purpose 
of providing administrative funds? 

In the fiscal year 1957 there was approximately a $71 million’ difference 
between income and outgo for administrative purposes; in fiscal 1958 the 
difference was approximately $3314 million. The narrowing of difference it 
1958 between income and outgo was attributable to a very great extent to heavier 
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than usual unemployment. While it is true that administrative expenses have 
been coming closer each year to tax revenue, and costs of administration may in 
a year to come exceed tax revenue, serious consequences need not result. There 
is nothing Whatsoever in present law on which any committee of the Congress, 
or the Congress, could argue that appropriations must not exceed tax collections 
in any particular year. ; 

Title III of the Social Security Act has through the years provided that it 
is the obligation of the Congress to provide such sums for the administration 
of the employment security program “as deemed necessary for proper and ef- 
ficient administration.” Thus, insofar as the present law is concerned, it is 
clear that the Congress is in no manner obliged to appropriate moneys in the 
amount requested by the Bureau just because Federal tax revenue has ex- 
ceeded the amount requested; nor can the Congress, acting according to law, 
appropriate less than the amount deemed necessary for proper and efficient ad- 
ministration on the grounds that the Federal tax revenue was not sufficient to 
meet the full costs of proper and eflicient administration. 

During the Senate Finance Committee consideration of the 1954 act, the 
Department of Labor pointed out the possibility that, at some time in the 
future, tax collections might not equal cost disbursements. (The bill made 
no provision for utilizing any future excess tax collections to meet adminis- 
trative cost deficits.) The Department took the position that before any ex- 
cess tax collections should be diverted to a loan fund and to the States, any 
past administrative costs in excess of past tax collections should be liquidated 
first. An amendment was offered the Senate Finance Committee to achieve 
this result, but it was disregarded. 

With respect to the possibility that Congress might in the future fail to ap- 
propriate sufficient administrative funds, there are indications to the contrary. 
The attitude of the House Appropriations Committee early this year toward 
the Department of Labor’s first supplemental budget was one of concern that 
the amount requested might not be enough, and so an additional $5 million 
was appropriated on its own initiative. 

In summary, then, the situation is this: 

(a) There is no existing relationship in law between the Federal 0.3 per- 
cent tax collection and appropriations to meet administrative costs of employ- 
ment security programs. Congress is obligated to provide sums necessary for 
proper and efficient administration without reference to tax collections. The 
record does not reflect that congressional committees, in addressing themselves 
to the problem of providing the necessary funds, have evidenced the slight- 
est interest in the amount of Federal tax collections. As a matter of fact, al- 
most a billion dollars more in taxes has been collected than has been spent for 
administration of the program. If there is a contention that there is at least 
an implied relationship between revenue and disbursements, one could properly 
argue that the amount of excess collections prior to 1954 (approximately three- 
quarters of a billion dollars) should be appropriated before additional taxes 
are imposed on payrolls for administrative purposes. 

(b) There is no basis for an assumption that the Congress will cut back ad- 
ministrative appropriations if FUTA revenues are not sufficient to meet costs. 
In fact, there are indications to the contrary. 

(2) The next question: Is there a need for a substantial contingency fund 
to meet unanticipated expenses (particularly during periods of increased un- 
employment), or for other reasons? 

(a) The Administrative Financing Committee of the Council was initially es- 
tablished for this specific purpose: “To develop legislation that will provide 
adequate Federal funds for the administration of the employment security pro- 
gram in periods of increased unemployment.” 

_ Granting that the Congress will afford adequate administrative financing, there 
is still a problem of the timing of congressional appropriations. 

This problem arises primarily from the inability of the States and the Bureau 
to anticipate and make provision for normally high unemployment periods in 
the budgeting procedure. The States must make an estimate of their administra- 
tive cost needs some 14 to 16 months prior to the beginning of a fiscal year. 
Thus it is practically impossible in the budgeting process for the States to make 
estimates to be presented by the Department to the Congress which can re- 
flect any appreciable recession that might lie in the offing. 

An attempt was made to meet this problem, in part at least, through an in- 
clusion in the 1946 budget of a small contingency fund. This was to be made 
available to the States to meet unforseen expenses, such as increased costs in- 
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curred by changes in law, salary adjustments not contemplated, and workloads in 
excess of budget estimates. This fund has been continued each year. How- 
ever, there has been a rather marked conflict between the Labor Department and 
the Bureau of the Budget as to how and when the fund will be used. 

Further, the congressional committees have apparently for a number of 
years clearly provided the amount of the contingency fund by reducing the basic 
budget in a like amount, so that the contingency fund provides no “over and 
above” fund, but only the possibility of a more flexible use of a fraction of the 
basic budget estimate in meeting unanticipated expenses. 

(bo) Another problem will come about if the recommendation of our committee 
that collections under the Federal Unemployment Tax Act be put in a separate 
account is accepted. If such a separate account is established, a surplus will 
have to be accumulated in the fund, or advances made to it each year, to meet 
administrative costs until Federal unemployment tax collections are made. This 
is because the employment security program is operated on a fiscal year basis 
(July 1 to June 30) while tax collections are made in January. 

A substantial contingency fund, with clear-cut ground rules for its use, might 
solve these problems, as it would: 

(a) Provide a quick and ready source for funds to cover unanticipated ex- 
penses, including those resulting from higher-than-expected unemployment, and 

(b) Provide a reserve from which annual advances could be made to the pro- 
posed separate administrative account until Federal taxes are collected. 


A PROPOSAL FOR A CONTINGENCY FUND 


It might be possible to scure an appropriation from past excesses to establish 
the proposed contingency fund. However, since the Council is recommending 
that an appropriation from past excesses be requested for loan purposes, it is 
felt that another source should be proposed for contingency fund purposes. 

Additional revenue for contingency fund purposes could be provided either by 
an increase in the 3 percent tax rate or in the $3,000 tax base. It is the em- 
ployer representative’s position that the additional money should be raised by 
an increase in the tax rate, with no change in the taxable wage base. The fol- 
lowing specific proposal is recommended : 

Raise the Federal unemployment tax from 3 percent to 4 percent. Continue 
initially the 90 percent credit offset. The State standard rate would then 
become 3.6 percent; 0.4 percent going to the Federal Government. Divert one 
forth of the tax collections brought in by the 0.4 percent into an administrative 
contingency fund. Continue this diversion for such lengths of time as would 
be necessary to establish a $250 million fund. After the establishment of this 
$250 million fund, reduce the Federal “take” (for the next calendar year) to 
0.3 percent. However, continue the computation of the 90 percent offset credit 
on a 4 percent Federal tax basis. If, in any calendar year, the contingency 
fund falls below $150 million, the Federal “take” in the ensuing calendar year 
would be returned to 0.4 percent and be continued at this level until the fund 
again amounts to $250 million. 

The language making provision for this contingency fund should make it as 
clear as possible that the fund is for the specific purpose of providing funds 
to meet extraordinary and nonbudgeted costs of both Federal and State opera- 
tions, over and above the basic budget ; for example, the nonbudgeted costs dur- 
ing periods of increased unemployment. 


AN INCREASE IN THE TAX RATE VERSUS AN INCREASE IN THE TAXABLE WAGE BASE 


The committee unanimously concluded that each State is in the best position 
to determine for itself an appropriate method for financing benefits. It was 
with reference to administrative financing that the labor and public represent- 
atives recommended an increase in the taxable wage base. It must be recog- 
nized, however, that an increase in either the Federal tax base or the tax rate 
for administrative purposes has the practical effect of increasing the tax base 


or maximum tax rate under State laws for benefit financing purposes. 
It is the- position of the employer representative that if the Secretary of 


Labor decides to ask the Congress to amend the Federal Unemployment Tax 
Act so as to provide additional revenue, an increase in the employer’s tax rate 
of 3 percent should be proposed rather than an increase in the taxable wage base. 

It is the position of the labor representative and the public representative that 
an increase in the employer's tax base from the present $3,000 to $3,600 should 
be proposed, rather than an increase in the tax rate. 
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The following is the employer representative’s answer to the reasons advanced 
by the labor representative and the public representative in support of their 
recommended increase in the tax base. 

(1)It is the contention of the labor representative and public representative 
that an increase in the base would bring it more nearly in line with the 1939 
provision for taxing 95 percent of total wages, and more nearly in line with the 
OASI tax base. It is true that the ratio of taxable wages to total wages is 
considerably lower now than in 1939; it is also true that there is considerable 
difference between the unemployment insurance tax base and the OASI tax 
base. These are facts, but have they any real significance? If so, what? 

With respect to equating the tax base for unemployment insurance and OASI, 
in 1956 the Council had this to say in its unanimous report: 

“From a program standpoint, there is no sound rationale for equating the 
tax base for unemployment insurance and old-age and survivors insurance. The 
programs are for different purposes. Unemployment insurance is a short-range 
program in which there need not be a connection between taxable wages and 
wages used for benefits; in a long-range program such as old-age and survivors 
insurance, there is more justification for using the same wage base for taxes and 
benefits since all taxable wages are used in determining benefits. Also, in OASI, 
there is no experience rating. Finally, under OASI there are employee contri- 
butions on the wages used to determine benefits.” 

“While it would result in some simplification in reporting by employers to 
have an identical wage base for unemployment insurance and old-age and sur- 
vivors insurance, the administrative savings would be relatively small and would 
be far outweighed by at least temporary increases in taxes for employers * * *.” 

With respect to the ratio of taxable wages to total wages, it is true that the 
gap has been widening each year. 

It is true that now only about 65 percent of current wages are taxed, instead 
of 95 percent. 

These are facts, but are they significant? Have they had an adverse effect 
on the program? Is there a basis for any general assumption that the original 
$3,000 base was correct since it comprehended 95 percent of total wages? Or, 
for the assumption that the 95 percent ratio between the wage base and total 
wages should be maintained through an adjustment of the present tax base in 
relation to total wages? 

In order to reestablish the 1939 ratio of taxable wages to total wages, the tax 
base would have to be increased to $9,500. Further, if we are to accept the no- 
tion that the unemployment insurance tax base and OASI tax base should re- 
main the same in relation to each other and in relation to total taxable wages, 
then the tax base for both unemployment insurance and OASI should be in- 
creased to $9,500. 

It is noted that the labor representative and the public representative are not 
recommending an increase to $9,500, or to $4,800, or to $4,200—but to $3,600, on 
the basis that this does not represent a substantial step. Of course, an increase 
to $3,600 is not as substantial a step as an increase to $4,800 would be, but it 
is the position of the employer representative that even this less substantial step 
should not be taken if it is a step in the wrong direction—and one which will re- 
sult in substantial inequities. 

(2) The public representative and labor representative, in supporting their 
position for a tax base increase, refer to a “regressive” relationship between 
taxes and wages. Say they, “Under the $3,000 tax base, employers at the maxi- 
mum tax rate of 2.7 percent on taxable wages pay effective rates on total wages 
inversely proportional to the wage levels of their workers—a regressive relation- 
ship.” 

The meaning of this regressive relationship appears to be that an employer 
at a 2.7 percent rate of $3,000 pays only 1.35 percent on total wages that average 
$6,000 per employee and 0.9 percent on total wages if they average $9,000 per 
employee. This is regressive in the sense that the higher the total wage, the 
smaller the tax rate in relation to total wages. But what has this to do with 
the problem at hand? Further, it is improper to apply this so-called regressive 
tax idea only to the 2.7 percent employer; the regressive feature extends 
throughout the rating schedule. For example, an employer having a 0.3 percent 
rate would be paying only 0.15 percent on $6,000 per employee payroll and 0.1 
percent on a $9,000 per employee payroll; and any employer with a favorable 
experience rating will pay less in proportion to total wages than an employer 
with unfavorable experience. 

Technically, regressive taxation means a tax that decreases in rate as income 
and ability to pay increases. An income tax would be a regressive tax rather 
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than a progressive one if the ascending rate brackets become smaller instead of 
larger. In a more common parlance, all excise taxes are called regressive—in- 
cluding sales taxes. While this is not true in the technical sense of the term, 
there is some substance to its usage in that the sales tax, for instance, is levied 
equally on everybody. It is regressive with reference to the income of a person 
in modest circumstances as compared to a very wealthy person. However, the 
principle of regressive taxation, or progressive taxation, has nothing whatsoever 
to do with the theory and principle of benefit financing. The States levy variable 
taxes in order to meet benefit cost, actual, and anticipated. The basis for the 
variable rates is in no manner related to ability to pay; rather, the basis for 
the variable rates is the benefit cost which the individual employers have 
occasioned. 

(3) The labor representative and public representative point to the competi- 
tive disadvantage in which a State puts itself by taking individual action to 
increase the tax base; thus, making Federal action desirable. It is not the wage 
base increase which would place States at a competitive disadvantage; rather, 
it would be the higher benefit provisions under a State law (higher in relation 
to other States), making some new source of revenue necessary. A State which 
provides benefits in excess of its present financing provisions can do one of two 
things: increase the tax base or increase the tax rates in its experience rating 
schedule. Following one course is no more disadvantageous in relation to the 
State’s competitive position than following the other course. As a matter of fact, 
5 States with 2.1 percent of covered workers have already increased their tax- 
able wage base, and 14 States, with 48.1 percent of covered workers, have estab- 
lished tax rates in excess of 2.7 percent. The employer representative sees no 
merit in the competitive disadvantage argument. 

Even assuming that the argument did have merit, it is completely nullified, 
insofar as the issue at hand is concerned, by the fact that an increase in the tax 
base need not necessarily result in higher taxes for all employers. The total 
income can be adjusted by changes in tax schedules or by automatic action of 
existing experience rating provisions of State laws. Therefore, competive aspects 
of the tax base are not removed when the new tax base is set by Federal law. 

(4) The labor representative and public representative point to the plight of 
the new employer if the tax rate is increased rather than the base. They con- 
sider an increase in the tax base, rather than an increase in rate, to be to the 
new employer’s advantage. 

With respect to the Federal tax, if the new employer pays as much as $3,600 
in wages, he will, of course, be in the same position as any other employer who 
pays $3,600—that is, he would pay 0.3 percent on $3,600. But the labor repre- 
sentative and public representative are concerned because an increase in the 
Federal 3 percent tax has the effect of establishing a higher maximum State tax 
a to which the new employer would be subjected for a period of from 1 to 

years. 

In this connection, the employer representative points out that if the tax base 
is increased, the new employer is subjected to this increase permanently—not 
just for a period of from 1 to 3 years. If the tax rate is increased, the new 
employer, by providing stable employment, can gain a reduced rate and thus not 
de affected by the increase in the State’s maximum rate. 

What is the actual initial effect on the new employer? Under a State maxi- 
mum of 3.6 percent on $3,000, he would pay $108 per employee; under a rate of 
2.7 percent on $3,600 he would pay $97.20. Is this difference of $10.80 per em- 
ployee per year so significant as to materially affect a decision to increase the 
base rather than the rate? If so, and if it is felt that the new employer de- 
serves special consideration, he could be excluded from any increase in the 
Federal tax rate, permitting the State to likewise exclude him from an increase. 

(5) The Bureau staff document used by the labor representative and the 
public representative in support of their position says: “In the meantime, in- 
flationary pressures since 1939 (the doubling of the price level), and the growth 
of the economy by an increase in real wage levels of more than 70 percent, 
resulting in a dollar wage level in 1956 more than three times that of 1939, have 
made invalid the rationale underlying the cutoff at $3,000. These factors now 
result in Federal revenue inadequate to finance future employment security 
administrative expenditures, and have introduced an element of weakness, if 
not danger, to the maintenance of adequately financed State unemployment in- 


surance programs.” 
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This is an unsupported conclusion. Just how have inflationary pressures and 
the growth of the economy made invalid the rationale underlying the cutoff at 
$3,000? The decision to identify the unemployment insurance and OASI tax 
bases in 1939 by means of the $3,000 cutoff was done for the sole purpose of sim- 
plifying the reporting of wages. It in no manner follows, however, that any 
unemployement insurance financing problems can be validly approached only 
through again bringing the FUTA wage base into line with the OASI wage-base 
figure. In intervening years there have been many other factors entering into 
the problem of unemployment insurance financing which are clearly dominant 
over the factor of employer convenience in reporting. 

It may be true, as contended, that we are approaching a point when the 0.3 
percent tax will not produce as much revenue as the cost of administration of 
the unemployment compensation program. However, any lack of sufficient reve- 
nue can be no more attributable to the decision to retain the wage base at 
$3,000 than the decision to retain the 0.38 percent Federal tax. As the Com- 
cil’s committee pointed out in 1956: “* * * should there be a continuing de- 
ficiency, an increased tax base is only one of the sources from which additional 
revenues could be obtained.” 

It is stated that elements of weakness, if not danger, to the maintenance of 
adequately financed State unemployment insurance programs have been intro- 
duced into the financing of State benefits because of the retention of the $3,000 
base. This statement is not supported. The fact is that the overwhelming 
majority of States have provided sufficient reserves for their benefit structures. 
But assuming that elements of weakness have been introduced into the financing 
of State benefits, would they be any more attributable to the retention of the 
$3,000 base than to the retention of the 2.7 percent tax? 

(6) The committee was furnished a Bureau staff document treating the “effect 
of the $3,000 limitation on benefit rights.” Three examples were given to show 
that the $3,000 cutoff can limit in some way the benefit rights of claimants in 
nine States. (In 1953, this could have happened in 16 States.) A close examina- 
tion of these examples reveals that inequities would still be present whether the 
base is $3,000 or $3,600. In 1953, when the Council considered similar inequities, 
it reached the following conclusion : 

“As regards the approximately one-third of the States now enforcing the $3,000 
cutoff for benefit as well as for revenue purposes, an increase to $3,600 would en- 
tail beneficial results of a minor order. There, the real remedy to present in- 
equities lies in the removal, rather than the increase, of the limitation upon earn- 
ings in a calendar year which are creditable for qualifying and benefit pur- 
poses * * *,” 

Legislative or regulatory action, or both, which may be necessary to effectuate 
such a change, including the requirement for employers to report total wages are 
entirely within the power and authority of the States. 

(7) The staff document used by the labor and public representatives in support 
of their position says: 

“With only about 65 percent of total covered wages subject to taxes and with 
a maximum rate of 2.7 percent payable under State laws, employers with very 
unfavorable employment experience pay substantially less in taxes than is paid 
to their former workers in benefits; this results in higher taxes for employers 
with favorable employment experience. An increase in the tax base will permit 
higher tax revenues—closer to their own benefit costs—from those employers 
with unfavorable employment experience and lower revenues from employers 
_ favorable employment experience than is possible under the $3,000 tax 

se.” 

It is true that employers with very unfavorable employment experience pay 
substantially less in taxes than is paid to their former workers in benefits. How- 
ever, it is decidedly not true that an increase in the tax base will result in the 
collection of more tax money from these employers and less from employers with 
favorable employment experience. The opposite is true, for this simple reason: 
The employer who provides year-round permanent employment will exceed the 
Payment of $3,000 to more employees and by a greater amount than will the em- 
Ployer who provides spasmodic or seasonal employment. Obviously, it is the 
Stable, high-wage employer who will pay the higher taxes if the base is in- 
creased—not the low-wage employer with an unfavorable employment experience. 
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Thus far, this report has been, in effect, a rebuttal to the position of the labor 
representative and the public representative that the tax base should be increased 
rather than the tax rate. 

The following additional observations are offered : 

As has been pointed out, an increase in either the Federal tax base or the 
tax rate for administrative purposes has the practical effect of increasing the 
tax base or maximum tax rate under State laws for benefit purposes. Therefore, 
in determining whether the tax base or the tax rate should be increased, under 
Federal law, primary consideration should be given to the effect on the State 
programs of such an increase, lest the 0.3 percent tail wag the 3 percent dog. 

A serious consideration is whether or not the $3,000 limitation is a deterrent 
to increasing benefits. An examination of the provisions of State laws makes 
it very clear that the $3,000 limitation does not serve to restrict increases in 
benefits. The fact is that under the majority of State laws, there is no con- 
nection between taxable wages and wages used for benefits. In 39 States the 
benefit formula falls short—sometimes far short—in encompassing $3,000 of 
taxable wages. Three States use exactly $3,000 in the computation of maximui 
benefit amounts. Nine States use in excess of $3,000 and four of these have 
increased their taxable wages in an amount which is in excess of the amount 
used for benefits. Five States use more wages for benefits than are taxed. 

Another important consideration is the effect of a change in the Federal law 
on the experience rating provisions of State laws. An increase in the tax rate 
would result in more effective experience rating provisions in State laws. 

The Federal law requires that an employer’s contribution rate be based on 
“his experience with unemployment * * *” which is usually measured by unem- 
ployment benefit losses. There is on the average an inverse relationship between 
the average annual wages paid by an employer and the amount of uneiploy- 
ment benefits. Thus an employer paying the lowest annual wages is expected 
to experience the greatest losses. The basic principle of experience rating is 
to require the employer to pay his way, up to a reasonable limit. By the opera- 
tion of reserve ratio experience rating (the most common system), a typical 
employer first builds a reserve and then maintains it. If his losses are con- 
sistent, he will normally replace his benefit losses each year. If he experiences 
a heavy loss 1 year, the system will require him to rebuild his reserve over the 
next few years. There is no need to alter the basic financing arrangement for 
anyone who is not at the maximum tax rate. A shift from one schedule to 
another can be used to contro] the fund size in relation to average costs. Once 
the fund is stabilized, each reduced rate employer pays for the benefits charged 
to him. 

But at the maximum tax rate the employer is barely meeting—or, more likely, 
even falling far short of meeting—his own losses. And since his average yearly 
wage is likely to be well below the State average, there will be no effect on 
him if there is a change in the amount of wage on which premiums (taxes) are 
collected. Only by increasing the rate of premiums can we carry out the insur- 
ance idea and assess the costs where they occur. 

Consider it this way: Wages of $1,000 are very likely to result in benefits of 
$350; wages of $2,000 may result in benefits of $700; wages of $3,000 may result 
in benefits of $1,000 (but in fact are less likely to do so; in State after State 
the vast majority of claimants who exhaust their benefits do not earn $3,000 in 
their base year; in fact, findings of postexhaustion studies in nine States were 
that more than 70 percent of the claimants in six States earned less than $2,000 
in their base year). Wages of $3,600, or $4,200, or $4,800 will not result in addi- 
tional benefits beyond what $3,000 will provide. What is the logic of paying 
premiums on additional wages that cannot result in additional benefits? 

The argument would run parallel with reference to the Federal tax for admin- 
istrative purposes. An employer pays up to $9 per worker to run the unemploy- 
ment insurance program and public employment offices. But the worker on 
whose account only $6 or less was paid is most likely to result in workload for 
the program. 

If added Federal revenue is needed, it seems that the added cost should be 
shared by ‘those creating the costs. Therefore, the $3 payment for a $1,000 
worker and the $6 payment for the $2,000 worker should be increased as well 

as the $9 payment for the worker at $3,000 or more. An increase in the tax 
rate would achieve this purpose. An increase in the tax base would require 
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—_ — only from those employers least likely to cause administrative 
workloads. 

Let us consider the employers with favorable benefit experience. What hap- 
pens to them if there is an increase in wage base? Not only will they pay 
whatever tax rate is assigned to them on an increased base of $3,600, but they 
will pay at a higher rate for several years—even though there is no increase in 
the maximum rate. This is because the relationship between the taxable wages 
and the employer’s reserve determines the tax rate, so the higher the average 
taxable wages, the higher must be the reserve. 

While it is true that total income can be adjusted by changes in tax schedules, 
the inequities occasioned by the failure of the employer who does not pay $3,600 
in wages to share the increased cost can never be adjusted. 

The States should be permitted maximum flexibility in establishing methods 
of financing benefits. More flexibility is afforded by an increase in rate than 
by an increase in base. 

Let us assume that the inflationary trend will continue. In that case, will 
there come a time in the future when we would consider that a change in the 
Federal tax base is necessary? The answer is this: not in the foreseeable 
future. States may, on their own initiative, wish to adjust the State tax base-- 
just as five States have already done. If a State raises its benefit formula to 
a point where wages in excess of $3,000 are used for benefits, it may wish to 
make a corresponding increase in the taxable wage base. Adjusting the wage 
base upward as the amount used for benefits is increased could help to keep 
the financing system in balance. However, most States use far less than 
$3,000 for computation of benefits. It may seem logical for States to adjust 
their taxable wage base and equate it to the amount used for benefits, and they 
are at liberty to do so. No increase in the tax base under the Federal Unem- 
ployment Tax Act would be needed to accomplish this. 

In considering the effect of a change in the Federal law on the State law 
and State operations, it should be kept in mind that an increase in the tax 
base would affect all employers paying in excess of $3,000 in wages, while a 
change in the tax rate would affect only the employers now paying the maximum 
tax. The increase in the maximum tax could be accomplished by simply extend- 
ing the present 2.7 percent schedule, without disturbing the rating brackets 
under 2.7 percent. An increase in the base would change the “mix” (the pro- 
portions between the various rating brackets) and would call for a revision of 
the entire rating schedule. Obviously there would be less disturbance in State 
operations if the rate were increased instead of the base. 

Since it is inevitable that a change in the Federal law will have the effect of 
directing State action, it seems reasonable to consider the route the majority 
of the States (those which have acted) indicate that they prefer. Of the 17 
States which have acted to increase either the base or the rate, 14 States, repre- 
senting 48.1 percent of covered workers, have provided for increased rates; 
5 States, representing 2.1 percent of covered workers, have increased the tax 
base. (Two States have increased the rate and the base.) 

A Bureau staff document was furnished the committee, listing the “advan- 
tages” and “drawbacks” of raising the FUT rate, but leaving the taxable wage 
limit unchanged at $3,000. The “drawbacks” which were listed are covered in 
the first part of this statement. The “advantages” listed were: 


(1) Substantial increase in FUT yield with a minimum of administrative 
change and cost. 

(2) Extension of the scope for experience rating, as those States which 
have at present a 2.7 percent maximum rate would nidve it upward to at 
least 3.6 percent of taxable payrolls. 

(3) Because of the spread of the increase over all covered employers, 
regardless of size of payroll, all would share in the added tax burden. 


A summary statement of position is attached. 
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States with mazimum unemployment compensation tag rates in excess of 
2.7 percent 


{In percent] 


Highest 
Covered Maximum rate paid 
workers possible recently, if 
tax rate h 


New Jersey ! 

North Carolina 

Ohio 

Island 


om, 


1In Kentucky, Minnesota, New Jersey, and Ohio maximum possible rate applies only if fund is low. 

2 Amended in 1958. 

3 In Michigan, rate of 4.5 percent applies only to replenish the solvency account (4 percent is maximum in 
schedule). In New York, rate of 4.2 percent applies only if general account is low (3.2 percent is maximum 
schedule). Oregon changed the maximum tax rate to 3 percent in 1955, and back to 2.7 percent in 1957, 


States which tax more than $3,000 of wages 


Amount and year 


$4,200 in 1958 
$3,600 in 1955 


A SUMMARY 


(1) The contention that the unemployment insurance tax base should be 
increased so as to bring it more nearly in line with the 1939 provision for taxing 
95 percent of total wages does not bear the test of reason. If we are to accept 
the notion that there should be the same relationship now between taxable 
wages and total wages as there was in 1939, then the taxable wage base would 
have to be increased to $9,500. 

(2) Proponents of an increase in tax base point to the discrepancy between 
the unemployment insurance tax base and the OASI base, but fail to make a case 
for equating or even relating these two bases. The programs are for different 
purposes. Unemployment insurance is a short range program in which there 
need not be a connection between taxable wages and wages used for benefits ; ina 
long-range program such as OASI, there is more justification for using the same 
‘wage base for taxes and benefits since all taxable wages are used in determining 
benefits. Also, in OASI there is no experience rating; and, under OASI, there 
are employee contributions on the wages used to determine benefits. From 4 
program standpoint, there is simply no sound rationale for equating or relating 
the tax base for unemployment insurance and OASI. (This was the unanimous 
conclusion of the Council in 1956). If we accept the contention that the unell- 
ployment insurance tax base and OASI tax base should remain the same in re 
lation to each other and in relation to total wages, then the tax base for both 
should be increasedto $9,500 in order to bring it in line with the 1939 base. 

(3) While those proposing an increase in base are suggesting an increase t0 
-$3,600—rather than to $9,500, or $4,800, or $4,200, and are contending that this 
represents no substantial step, the fact is that even this less substantial step 
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should not be taken. It is a step in the wrong direction—one which 
would result in substantial inequities, putting as it does the added tax burden 
on the stable, high-wage employer rather than on the seasonal, low-wage 
employer. 

(4) The fact that employers pay effective rates on total wages inversely pro- 
portional to the wage levels of their workers is of no significance. The States 
levy variable taxes in order to meet benefit cost, actual and anticipated. The 
basis for the variable rates is in no manner related to total wages or to ability 
to pay; rather, the basis for the variable rate is the benefit cost which the indi- 
vidual employers have occasioned. The principle of “regressive taxation” has 
nothing whatsoever to do with the theory and principle of benefit financing. The 
intrusion of this completely extraneous matter serves only to cloud the whole 
issue, which is this: How should the cost of financing benefits be allocated 
among employers? 

(5) The plight of the new employer under an increased tax rate, as opposed 
to an increased tax base, is not as sad as depicted by those proposing an in- 
creased base. If the tax base is increased, the new employer is subject to higher 
taxes permanently; if the tax rate is increased, the new employer, by provid- 
ing stable employment, can, in time, gain a reduced rate and thus not be per- 
manently affected by the increase in the tax rate. However, if the initial effect 
is considered too drastic, the new employer can be excluded from any increase 
in the Federal tax rate, thus permitting him to be excluded under the State law. 

(6) The $3,000 limitation need not be a deterrent to increasing benefits, nor 
is there evidence that it has been. Under the majority of State laws, there is no 
connection between taxable wages and wages used for benefits. In most States 
the benefit formula falls short—sometimes far short—of encompassing $3,000. 
If a State raises its benefit formula to a point where wages in excess of $3,000 
are used for benefits, it may wish to make a corresponding increase in the tax- 
able wage base in order to help keep the financing system in balance. However, 
no increase in the Federal tax base is needed to accomplish this, since the States 
are now at liberty to make this adjustment themselves. 

(7) If added revenue is needed, the added cost should be shared by those 
creating the cost. Studies have indicated that the vast majority of claimants 
who exhaust their benefits do not earn $3,000 in their base year. In fact, avail- 
able facts indicate that a majority likely earns less than $2,000. An increase in 
the tax base would require extra taxes only from those employers least likely to 
cause benefit and administrative workloads. 

(8) There would be less disturbance in State operations if the tax rate were 
increased instead of the base. An increase in the tax base would affect all em- 
ployers paying in excess of $3,000 in wages, while a change in the tax rate 
would necessarily affect only the employers now paying the maximum tax rate. 
The increase in the tax base would likely call for a revision of the State’s en- 
tire rating schedule; an increase in the maximum tax could be accomplished 
without disturbing the rating brackets under 2.7 percent. Total income could 
be adjusted by changes in tax schedules if the tax base were increased; how- 
ever, the inequities occasioned by the failure of the employer who does not pay 
$3,600 in wages to share the increased cost could not be adjusted. 

(9) The majority of States which have acted to increase either the rate or 
the base have provided for increased rates. Fourteen States, representing 48.1 
percent of covered workers, have provided for increased rates; 5 States, rep- 
resenting 2.1 percent of covered workers have increased the tax base. Cer- 
tainly more flexibility in establishing methods of financing benefits is afforded 
the States by an increase in rate rather than an increase in base. 

(10) The fact that because of present provisions in 26 State laws, the taxable 
Wage bases in those States will automatically increase with an increase in the 
Federal law, thus making State legislation unnecessary, would deserve con- 
sideration only if all other things were equal. Such is not the case. The scale 
weighs heavy in favor of an increase in tax rate rather than an increase in the 
base. 

In consideration of all of these facts, if the Secretary of Labor decides to ask 
the Congress to amend the Federal Unemployment Tax Act so as to provide ad- 
ditional revenue, it is recommended that an increase in the tax rate be proposed, 
rather than an increase in the taxable wage base. __. 

Employer members, Federal Advisory Council: Robert T. Garrison, 
Harold Keller, J. Wade Miller, John Post, E. F. Scoutten, E. D. 
Starkweather, John Zuckerman. 
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How an EMpPLoYer’s STATE AND FEDERAL UNEMPLOYMENT COMPENSATION Tax 
PAYMENTS WOULD BE AFFECTED BY CHANGING THE FEDERAL TAx 


(a) To a 4-percent rate, without changing $3,000 base; or (b) to a $3,600 base, 
without changing the 3-percent rate. 

Examples shown are based on 1958 tax schedules in California, Pennsylvania 
and Wisconsin (with California and Pennsylvania tax schedules extended to 
8.6 percent for alternative (a), but with no change in tax schedules for alterna- 
tive (b). 

Examples are shown for four representative unemployment patterns, in col- 
umns A, B, C, and D, for an employer with $100,000 of taxable wages under 
present law. 


A (steady! B (aver- | C (mod- | D (highly 
employer,| age em- | ately un-| unstable 
no bene- | ployer) |stableem-jemployer) 

fits) ployer) 


I. Annual benefits ! $1, 000 $3, 000 
II. Taxable wages: ! 
$3,000 base (present law) 100,000 | 100, 000 
.600 base 120,000 | 115, 000 
III. Typical reserve account balance: ! 
California (rates 0 to 2.7 seomy: 
3 percent rate, $3,000 base 
4 percent rate, $3,000 base 
3 percent rate, $3,600 base 
Pennsyl!vania (rates 0.8 to 27 7 percent): 
3 percent rate, $3,000 base. 
4 percent rate, $3,000 base. 
3 percent rate, $3.600 base 
Wisconsin (rates 0 to 4.0 percent): 
3 percent rate, $3,000 base 
4 percent rate, $3,000 base 
3 percent rate, $3,600 base__ 
IV. Average annual State taxpayment “(after ‘above fund is. 
established): ! 
California (rates now 0 2.7 
3 percent rate, $3,000 
4 percent rate, $3,000 cs 
3 percent rate, $3,600 base 
Pennsylvania (rates now 0.8 to 2.7 soda 
3 percent rate, $3,000 base 
4 percent rate, $3,000 base... 
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3 percent rate, $3,600 base__ 
Wisconsin (rates now 0 to 4.0 percent): 
3 percent rate, $3,000 base 
4 percent rate, $3,000 om 
yey rate, $3,600 
ederal taxpayment — State): ! 
3 percent rate, $3,000 base 
4 percent rate, $3,000 base 
3 percent rate, $3,600 base 
VI. Additional payments ‘oceasioned by change: ! 
Added build-up of reserve account (over a period of 4 
to 8 years): 
4 percent rate, $3,000 base: 
California 
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3 percent rate, $3,600 base: 
California... 
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Added annual .— tax ol all later years): 
4 percent rate, $3,000 base: 
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ExPLANATORY NoTEs COMPARING THE EFFECT OF INCREASING THE TAX BASE OR 
INCREASING THE TAX RATE 


I. Note the patterns of benefits assumed. An annual benefit expenditure of 
10 percent of taxable wages by an employer—or even by a whole industry— 
is not unusual. The four examples serve to illustrate all the differing effects 
of the two assumptions. 

II. Here again a reasonable assumption is made of an inverse relationship 
between benefits and the expected increase in taxable wages due to the assumed 
increase in the taxable wage base to $3,600. 

III. The examples are based on three State formulas of the reserve-ratio type. 
Rate schedules are those in effect in 1958, and the figures in this section illustrate 
typical reserve balances which would be maintained if the indicated benefit 
losses were experienced for several years. 

Note that the Federal tax rate increase to 4 percent would not affect the 
employers in column A (no benefits) or in column B (1 percent benefits). There 
would be no added buildup of their reserve funds. The employer in column C 
would henceforth pay his way and would in each of the three States build up 
a substantial reserve. The employer in column D (10 percent benefits) would 
of course continue to be overdrawn. 

The principal difference in effect brought about by the assumed increase in 
the Federal tax base to $3,600 relates to the employers in columns A and B. 
They would be required over the first few years after the change to add sub- 
stantially to their reserve accounts. Employers in columns C and D would 
receive similar treatment under either proposed change—that is, an increase 
in the rate to 4 percent or an increase in the base to $3,600. 

This increase in reserve accounts of all employers who are now paying their 
way is a primary inequity of the change in tax base—and one not present in 
the change in the tax rate. 

IV. This section shows the annual tax to be paid, assuming continued level 
benefits, and assuming that the account balances shown in section III of the 
table have been established. 

Here the effect of a wage base increase on a high minimum tax rate is shown. 
The Pennsylvania minimum of 0.8 percent on $3,000, which now calis for an 
annual payment of $800, would be $960 on the increased base. 

Employers in column © would be affected the same by either change. 

It is in column D that the other serious inequity shows up. The tax rate 
increase would require an employer causing benefits of 10 percent to pay 36 
percent of his way instead of 27 percent. The increase in tax base would not 
affect him. 

V. This section shows that the increase in the Federal share of the tax is 
uniform by the assumed tax rate increase. The increase in tax base again 
leaves unaffected the employer who makes most workload for the program, the 
column D employer. 

VI. This section merely summarizes the effect of the changes, as outlined in 
the earlier sections of the table. 


Mr. Byrnes. You suggested to the chairman that one of the rea- 
sons that. you recommended a base increase was to put all of the States 
on an equal basis. Frankly, there is no way to put all of the States 
on an equal basis, is there, unless all of the employment conditions and 
composition of industries are the same and the benefits payable are the 
same, the amounts and the duration, or unless their experience rating 
priasie. are thesame? You cannot get equality as between the States, 
can you 

Mr. O’ConneE LL. It is not my intention to suggest that you could, 
that this would be helpful, but that is all. 

Mr. Byrnes. As I understand you, you recommended the base in- 
crease in order to make the present tax consistent with the original 
relationship between the average wage and the tax base. The benefits 


generally are not related to the annual wage base of the employees, 
is it? 
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Mr. O’Connext. I think it varies as you say, State to State. There 
is some relationship in the States. 

Mr. Byrnes. Is there any relationship generally speaking between 
the annual wage paid the employee and his Eeostis é 

Mr. O’Conne No, sir. 

Mr. Byrnes. In most cases it is a matter of a fraction of a high 
quarter of his wages and even if he was earning $10,000, what would 
amount to $10,000 a year is calculated on the basis of his average dur- 
ing the quarter ¢ 

fr. O’Connetu. There are some 8 or 10 States, I understand, which 
come pretty close to establishing individual benefit against individual 
annual wage. But as you indicated earlier, the way in which the 
States determine benefits and their level of benefits is very variable. 

Mr. Byrnes. It is generally quarterly earnings or weekly earnings, 
and only in very few cases, it is related to an annual wage base ? 

Mr. O’Conne.t. I would say at the most eight. I think we can 
furnish this information and I would be glad to. That information 
is contained in table 19 of comparison of State laws. I think at the 
most eight have any direct relationship. 

Mr. Byrnes. Is there any other rationale that makes you suggest 
the increase of the wage base ¢ 

Mr. O’ConneE x. I believe I mentioned all we have. 

Mr. Byrnes. It is true, is it not, that by increasing the wage base, 
you are going to create a higher tax burden on those employers who 
have the better experience, or have more level employment? Doesn’t 
that normally go along with a higher wage average in that industry 
or by that employer ? 

Mr. O’ConneLt. There appears to be some correlation between 
stability and wage level but it is by no means complete. There are 
wage levels that are high in industries which have in a sense rela- 
tively high regular unemployment. That is just an opinion. 

Mr. Byrnes. Is it not true, also, that by producing this revenue 
through an increase in the base that you are going to in many cases 
eliminate an employer with a high rate of unemployment from any 
increase even though he is contributing more to the cost of admin- 
istration and also to the draw down of reserves. His average wages 
will be less. He has big turnovers. His average wage rate is going 
to be less even if he pays each employee the same amount, than the 
employer with a constant number of employees through the year. 

Mr. O’ConneEt. It would seem to me something 

Mr. Byrnes. Surely the average would be less. 

Mr. O’Connett. Something happens like that through the entire 
system to a certain extent at any wage base. 

Mr. Byrnes. That is what. I am getting around to. I think you are 
going contrary to what the system has been. First I want to find out 
from you, however, whether it is not true that the burden of this tax 
increase will fall largely on the employer with relative stability of 
employment. as compared to the employer with more seasonal and 
higher degree of unemployment ? 

Mr. O’Connetu. I don’t think that we feel it necessarily will. It is 
very hard to predict, I think, exactly what effect it will have. It will 
fall rather hard on new employers. You have to weigh a lot of fac- 
tors into this. I am not sure that you can just indicate where it will 
fall the hardest. I think it is quite possible that it will. 
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Mr. Byrnes. Yet throughout our whole system, even in the Federal 
level, we give recognition to the idea of experience rating, don’t we, 
that the burden of this should really fall on them and be paid by the 
consumers of the product of those industries that cause more unem- 
ployment and have the greater fluctuation. 

Mr. O’Connett. This, as far as I can see, doesn’t inhibit any adjust- 
ment in experience rate. Depending on what would seem equitable 
in experience rating based on a new base. 

Mr. Byrnes. I recognize that the State could turn around and for 
practical purposes make a readjustment in their experience rating 
tables and their tax rates and so forth, so as to offset the impact of 
this increase in the base. But if that is what you contemplate, then 
I cannot understand the necessity of increasing the base, increasing 
the revenue to the States for the purpose of benefits to the tune of 
$350 million and cause them to turn around and make this readjust- 
ment. Why not just collect the $73 million that is necessary for the 
Federal administrative purposes and let the States adjust their own 
tax from the first instance to take care of their needs for the payment 
of benefits ? 

Mr. O’Connett. I would say we didn’t cause them to. The State 
does in fact hold responsibility. The judgment is placed with the 
State to adjust its taxing provisions as it thinks it fits in with its 
requirements for benefit financing. 

Mr. Byrnes. But that is the trouble as I see the recommendation 
that you made. Almost three-fourths of the additional potential 
revenue produced by the tax proposal that you presented here relates 
to funds for benefit purposes—not for administrative purposes. Yet 
the benefit purposes is the area of the State operation. Therefore, 
why get into a tax rate proposal that is weighted so heavily in the area 
that basically is the State’s responsibility and which you suggest the 
State can readjust and should readjust, rather than approach it direct- 
ly and say, “We need $73 million more a year and we want a tax rate 
to produce that for the Federal Government,” the State will still have 
their responsibility. 

That is all, Mr. Chairman. 

The Cuamman. Any further questions? 

Mr. Karsten. Mr. Chairman ? , 

The Cuatrman. Mr. Karsten will inquire. 

Mr. Karsten. Mr. Chairman, I was pleased to hear Mr. O’Connell 
but naturally I was disappointed that Secretary Mitchell could not be 
with us. May I assume that Mr. O'Connell is in the position to speak 
for the Secretary ? 

Mr. O’Connett. For the administration. 

Mr. Karsten. And the Secretary. 

Mr. O’Connett. Presumably. 

Mr. Karsten. I find difficulty in reconciling your testimony with a 
public statement that Mr. Mitchell made last October 15, which is very 
short and which I will quote: 

It is my hope, too, that the Congress next year when it convenes will look at 
this whole problem of unemployment compensation and the adequacy of unem- 
ployment compensation both in terms of duration and in terms of benefits so that 


we can set at the Federal level a standard which the States could properly 
follow. 


Are you familiar with the statement that he made last fall? 
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Mr. O’Connetx. I don’t recall it specifically but I accept it. 

Mr. Karsten. We have a paradox, apparently, of the 
recommending additional standards bevend the one standard that you 
mentioned, standards dealing with terms of benefits, duration, and 
amounts. 

I just wondered, Mr. Chairman, if Mr. O’Connell could tell us what 
he had in mind at that time. 

Mr. O’Conne xt. I don’t think I could tell you specifically what the 
Secretary had in mind. The statement indicates, as I heard it, that 
he thinks the Federal-State unemployment system should be thor- 
oughly reviewed by Congress and the administration. 

Mr. Karsten. No. I think he was very definite on that. 

Mr. Chairman, I would like to also request that we ask Mr. Mitchell 
to furnish us with an explanation as to what he meant in reference to 
that public statement because it apparently is at quite a variance with 
the testimony we received this morning. 

The Cuamman. Without objection, that statement will appear at 
this point in the record. 

(The information follows :) 


STATEMENT OF POSITION FAVORING FEDERAL ACTION TO IMPROVE UNEMPLOYMENT 
BENEFITS, FepERAL ApvisorY CoUNCIL, DecEMBER 2-3, 1958 


On December 2, the Federal Advisory Council reached the following consensus: 
Whatever Federal standards can be agreed upon should be implemented by 
methods already established in the existing Federal-State employment security 
legislation ; namely, the use of the taxing power and offset. 

There followed a thorough discussion by the Council of the several standards 
proposed by a majority of the Legislative Review Committee. It was agreed 
that the public members would accept the responsibility for preparing a revised 
set of recommendations. The public members met immediately following the 
recess of the Council on the evening of December 2 and prepared the following 

statement : 

, After careful review and appraisal of the data presented to the Council and 
after discussion of the points of view presented in the reports during the Council 
deliberations, the public members reached the conclusion that the recommenda- 
tions given below should be made to the Secretary. When presented to the 
Council the labor members joined in unanimous support of the recommendations 
of the public members. 

A. RECOMMENDATIONS 


(1) The great majority of covered workers, as recommended by the President, 
should be eligible to receive as unemployment benefits at least one-half of their 
regular weekly earnings. In order that the great majority may get this amount, 
the States will need to provide for a maximum weekly benefit amount equal to 
no less than 6624 percent of the statewide covered average weekly wage. 

It is recommended that this provision be implemented in three stages; for 
the first 2 years following the effective date of the provision the maximum 
weekly benefit should not be less than 50 percent of the average weekly wages 
of workers in the State covered by the State unemployment insurance law; for 
the next 2 years not less than 60 percent; and after that not less than 66% 
percent. 

(2) Unemployment benefits for at least 30 weeks during a 1-year period should 
be uniformly provided for all claimants who remain unemployed for that long 
and are otherwise eligible for benefits. 

(3) No State should require more than 20 weeks of employment during the 
elaimant’s qualifying year for eligibility for benefits. It is recognized that evi- 
dence of substantial attachment to the labor force should be required to justify 
the duration provision proposed. It is believed that 20 weeks is an adequate 
test. We, therefore, recommend that not more than 20 weeks of work should 
be required as an eligibility test. ; 

(4) The offset against the Federal tax should be reduced from 2.7 percent 
to 1.7 percent for employers in those States which do not meet the above-men- 
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tioned conditions. As in the past, those States that meet the Federal conditions 
shall continue to have an offset of 2.7 percent. Those States which fail to 
comply shall be permitted an offset of 1.7 percent. It is not the intention 
of this recommendation to raise additional revenues, but rather to remedy 
serious deficiencies in the present system. However, in the event that any 
revenues do accrue because of failure of a State or States to meet Federal 
er these funds should be added to the amount of the Federal loan 
B. PUBLIC RECOGNITION OF INADEQUACIES IN THE PRESENT SYSTEM 


In 1954, the President recognized the need for improvements in the program 
and since then has each year urged in his economic report to the Congress that 
the States (1) increase their maximum benefit amounts so that the great ma- 
jority of covered workers will be eligible for at least half of their regular 
weekly earnings, and (2) provide for 26 weeks of benefits for all eligible claim- 
ants who remain unemployed that long. 

The recession has focused attention on the shortcomings on the unemployment 
insurance system. Congress has already recognized these shortcomings of the 
program with respect to duration of benefits, and enacted the Temporary 
Unemployment Compensation Act in 1958, which provided for the financing of 
50 percent longer duration of benefits through an appropriation of $665 million. 

The Vice President of the United States, in a recent speech at Harvard, 
also suggested that steps be taken to consolidate on a permanent basis the 
improvements in duration of benefits which resulted from the enactment of the 
temporary unemployment compensation program in 1958, and called attention 
to the need for improvements in benefit amounts. 

In addition, the former Chairman of the Council of Economie Advisers, Dr. 
Arthur F. Burns, in a speech delivered this month to the Joint Council on 
Economic Education, declared that “the most useful step that we can take 
in the near future” to strengthen the automatic stabilizers of the economy “is to 
liberalize our employment insurance system * * * It would hardly be wise to 
wait for another recession before we again tackle the problem of unemployment 
insurance * * * Now that our economy is once more expanding, we are in a 
position to proced deliberately and to carry out permanent improvements in 
unemployment insurance, not only with a view to mitigating individual hard- 
ships, but also with the objective of increasing the resistance of our economy 
to a future recession.” 


C. CONSIDERATIONS SUPPORTING THE RECOMMENDATIONS 


1. Benefit amounts 


In 1957, the average weekly benefit represented only 34.8 percent of average 
weekly wages for the country as a whole, as compared with 41.7 percent in 
1939. The fall in the ratio was due to a lag in increases in benefits as com- 
pared with increases in wages. This ratio has been practically static since 
1952? because benefit increases have not kept pace with increases in weekly 
earnings in the country as a whole. 

Except in States basing benefits on annual earnings, the benefit formulas in 
the State laws provide for weekly benefit amounts that are equal to at least 
50 percent of regular earnings in most cases. However, this objective has 
been thwarted by the provisions which limit benefits by fixed benefit amounts. 
Maximum benefit amounts are still so low that in April—June 1958 about one- 
half of the claimants in the country as a whole were at the maximum, while 
in three States (Illinois, Louisiana,® and Ohio) the proportion at the maximum 
was 80 percent or more.’ Almost all of those who receive the maximum amount 
prescribed by the State laws are getting less than one-half their weekly wages 
in benefits. It will be recalled that the President recommended that the 
maximum be high enough that the great majority of covered workers are eligible 
for at least one-half their wages. 

To accomplish this goal for the great majority, the maximum that an employed 
worker may receive must be substantially higher than one-half the covered 
State average weekly wage. This is because in a normal distribution of 
wages, one-half will be earning 50 percent or less of the average earnings of 


1 Table S—3, ‘Adequacy of Benefits.” 
2 Louisiana increased its maximum from $28 to $35 in July 1958. 
3 Table B—5, ‘Adequacy of Benefits.” 
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covered workers and one-half will be earning more than 50 percent. But in 
only six States—Hawaii, Idaho, Mississippi, North Carolina, Utah, and Wyom- 
ing, with 4 percent of the covered workers—does the basic maximum weekly 
benefit amount represent 50 percent or more of the average weekly wages of 
covered workers, while the maximum represents less than 40 percent of average 
wages in 13 States with 34 percent of the covered workers.* pate 

Nor has there been much improvement since the President began recommend- 
ing in 1954 that benefits be improved. At that time, 3 States, with 3 percent 
of the covered workers, had maximums representing 50 percent or more of av- 
erage covered wages and 19 with 37.3 percent of the covered workers had maxi- 
mums representing less than 40 percent. 

It is true that practically all the States have increased their maximums one 
or more times since 1954. However, wages have also been increasing during 
this period. As a result, in 14 of the 46 States that have increased their basic 
maximums at all during the last 5 years, increases in maximums have not kept 
pace with increases in weekly wages.° 

Studies of the income and expenditures of beneficiaries made in six States* 
have shown that the benefit amounts are inadequate. The average weekly benefit 
paid to the unemployed head of a four-person family in these studies represented 
only from 37.5 to 47.5 percent of weekly expenditures during unemployment. In 
fact, the family’s weekly expenditures for the basic essentials of food, shelter, 
utilities, and medical care, let alone such other necessary expenses as household 
operation and transportation were not covered by unemployment benefits." 

Yet, it is significant that most of these individuals (about three-fourths or more 
in five of the six studies) were entitled to the maximum weekly benefit amount 
provided under State law. 

That benefit should be at least one-half of regular earnings is a commonly ac- 
cepted objective. This objective was largely accomplished in the original laws 
of the States. Although the beneficiary studies made by the six States referred 
to earlier show that claimants spend much more than 50 percent of their former 
earnings to maintain themselves and their families during unemployment, we 
realize that much more research is required before a more appropriate percent- 
age can be determined. 

In a system that determines benefits on the basis of wage loss, theoretically 
there should be no maximum. We recognize, however, that if there were no 
maximum above a certain point, part of the funds would be diverted to paying 
very high benefits to a limited number of extremely well-paid employees. This 
should be avoided. The maximum should be high enough, on the other hand, 
so that the weekly benefit is related to the worker’s wage loss. Certainly, when 
80 percent of claimants receive identical benefits, i.e., the maximum allowed, as 
occurs in several States, a wage-related benefit system has practically ceased to 
exist and the State has, in effect, a flat benefit system. The President has rec- 
ommended that benefit maximums be high enough so that the great majority of 
workers will be entitled to at least one-half their regular earnings, and we ac- 
cept this principle. 

Most of the period in which the unemployment insurance program has ope- 
rated has been characterized by steadily increasing wages. In most instances, 
increases in dollar maximums for unemployment benefits have lagged far behind 
wage increases. This, in fact, is largely responsible for the low benefits in rela- 
tion to wages now received by many workers. We therefore believe that benefit 
maximums should automatically increase (or decrease) with increases (or de- 
creases) in prevailing wage levels. We therefore recommend a benefit maximum 
in terms of statewide average weekly wages of covered workers. Two States— 
Utah and Wyoming, have already written this principle into their laws. 

We believe that it will be necessary for the maximum to be set at two-thirds of 
average weekly wages in the State in order for the great majority to receive at 
least half their regular earnings. This is corroborated by a composite of sample 
studies in the States of Michigan, New Jersey, New York, and Wisconsin, which 
showed that if the maximum were set at 67 percent of the statewide average, from 
6 to 29 percent of the beneficiaries in these States would still receive less than one- 
half their former earnings. The average for all four State studies was 17 percent. 


Table B-2, ‘Adequacy of Benefits.” 

5Table B-3, “Adequacy of Benefits,” and table 2, “Summary Tables for Evaluation of 
State Unemployment Insurance Coverage and Benefit Provisions.” 

® Pennsylvania, Florida, South Carolina, New York, Oregon, and Missouri. 

7 Table C—3, “‘Adequacy of Benefits.” 
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However, we recognize that to achieve this recommendation would require a 
drastic increase in the existing benefit maximums because these maximums have 
lagged so far behind wage increases. We therefore recommend that the States 
be allowed to meet the recommendation in three stages. Under this proposal, 
the States would be permitted to have a benefit maximum equal to not less than 50: 
percent of average wages for the 2 years following the effective date of the 
provision, and not less than 60 percent for the next 2 years. At the end of that 
time, it would be necessary that they go to two-thirds of average weekly wages 
in order to achieve the objective of providing 50 percent of average weekly 
wages to the great majority of the unemployed.® 

We recognized that the seven States using an annual earnings formula for 
determining the weekly benefit amount could not without changing their 
formula meet the recommended condition, since it is based on a relationship 
between weekly benefits and weekly wages.’ This we regard as no serious 
argument against their proposals. The Council on more than one occasion has 
drawn attention to the undesirability of this method of determining eligibility 
and benefit amount. An annual earnings formula cannot even approximate a 
consistent relationship between weekly benefits and weekly earnings for large 
numbers of workers. For example, earnings of $800 in a base year can represent 
20 weeks of work at $40, or eight weeks at $100. 

While agreeing with the principle that it is undesirable that a worker should 
be better off on benefits (which are nontaxable) than when drawing wages 
(Which are taxable), we conclude that so long as benefits are equal to only 
50 percent of earnings, a sizable differential between benefits and take-home 
pay is assured.” Even in those States which grant dependents’ benefits, the 
benefit of a worker with three dependents never exceeds 65 percent of net wages 
after withholding taxes and in most such States is below 60 percent. This 
should provide an ample differential between benefits and wages, and is not 
likely to decrease the incentive to work. Furthermore, analysis of withholding 
tax tables indicated that differentials between gross and take-home pay are not 
large enough as between single persons and four-person family heads to justify 
the administrative expenses, the difficulties and inequities that would be involved 
in determining benefits on the basis of take-home pay. 


2. Benefit duration 


The clearest indication that the duration of benefits provided in the State laws 
is inadequate is that during the first 10 months of 1958, after an average dura- 
tion of about 21 weeks, over 2,200,000 individuals were still out of work after they 
exhausted their regular unemployment insurance benefits. Even more signi- 
ficantly, in the years such as 1956-57, both of which were characterized by high 
employment (except in the latter part of 1957), the number of exhaustions ex- 
ceeded a million. The averag eduration of benefits of those who exhausted bene- 
fits in these years was about 20 weeks.” It should be emphasized that these 
workers were able and willing to work, but suitable work was not available to 
them. 

Not only were the absolute numbers exhausing benefits significant, but also the 
proportion exhausting. About one-fourth of those who drew any benefits (22.1 
percent in 1956, 23.5 percent in 1957, and 25.7 percent during the 12 months end- 
ing on June 30, 1958) exhausted them.” This ratio for the United States hides 
much higher ratios of exhaustions in some States. For example, in 1956, when 
exhaustions were lowest of the 3 years cited, 17 States had ratios of exhaustions 
exceeding 30 percent ranging up to a peak of 41.3 percent in Louisiana and 41.1 
percent in Florida.” 


8A definition of weekly earnings would be required. Since the standard would establish 
a floor, the weekly wage in those States determining benefits by high quarter earnings should 
be defined as not less than one-thirteenth of the wages in that quarter. Such a definition 
assumes that the individual has worked full time throughout his high quarter. This is a 
conservation assumption. Most States with high quarter formulas assume some unemploy- 
ment in the high quarter and use a more liberal fraction. They could continue to do so 
under the suggested definition. Those States that determine benefits on the basis of aver- 
age weekly earnings would be permitted to continue to do so, and the definition should pro- 
vide for averaging only those weeks of earnings that exceed a certain amount that will 
assure substantial employment in that week, say $15. 

® See table B—1, “‘Adequacy of Benefits.” 

See table B—-12, “‘Adequacy of Benefits.” 

"Table S—6, ‘Adequacy of Benefits.” 

2 Table D—4 and S-8, “Adequacy of Benefits.” 

18 Table S—8, “Adequacy of Benefits.” 
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It is true that in practically every State the duration of benefits has been in- Eve 
creased significantly from the durations provided at the beginning of the un- occurl 
employment insurance program. The original duration provisions were admit- or ott 
tedly inadequate, but were limited because of the uncertaintly as to what could throug 
be provided with a 2.7-percent payroll tax. minim 

The major reason for the high rates of exhaustions is the limitation on the weeks 
duration of benefits. For example, in New York and New Hampshire, both with J object 
a uniform potential duration of 26 weeks, the ratio of exhaustions in 1956 was § 3. Qua 
11.2 and 12.8 percent, respectively. Only five other States have a uniform poten- If F 
tial duration of 26 weeks or more. Twenty-four States have variable duration durati 
with a maximum of 26 weeks and 2 have slightly higher. The other States have requir 
variable duration of less than 26 weeks ranging down to a maximum of 16 weeks improv 
in Florida.* The average potential duration of benefits of all claimants was qualify 
23.4 weeks in 1957, slightly higher than for persons exhausting benefits. In in- At the 
dividual States in 1957, the average potential duration ranged from 14.3 weeks require 
in Florida to 30 weeks in Pennsylvania. Average potential duration for the for ber 
country as a whole had improved by only 1.4 weeks between 1952 and 1957. The 
Since the President first recommended potential uniform duration of 26 weeks, to the 
there has been a net gain of only three States that meet this goal. for a) 

It should be clear, of course, that the requirement of 30 weeks’ maximum dividu: 
duration of benefits assumes continued involuntary unemployment for that time time's 
for each individual. The benefits stop for those who fail to qualify because they force - 
are not able and available for work or refuse suitable work. fying r 

In arriving at our recommendation for duration of benefits for 30 weeks, we It is 
started from the premise that the precise number of weeks must ultimately be its dur 
determined in the light of prevailing views of the role of unemployment insurance to wor 
in contemporary society on the one hand, and by the actual patterns of employ- unemp! 
ment and unemployment, on the other. We believe that it is the function of up in r 
unemployment insurance to provide income for relatively short periods of in- require 
voluntary unemployment which may affect the individual who is normally a ‘hid ses 
member of the labor market. We also attach importance to the role of the to noes 
system in maintaining purchasing power in the economy as a whole during we wor 
periods of economic readjustment. past ex 

The appropriate number of weeks which should be available to all otherwise unempl 
eligible workers must reflect prevailing employment and unemployment patterns. who do 
If experience showed that only exceptionally were workers unemployed for more istratio 
than, say 20 weeks, there would be a strong case for selecting this figure as the the like 
minimum duration standard. Actually, available data indicate that the normal If th 
worker is likely to suffer unemployment of longer duration than this at some labor n 
time or other. In the years 1954-56, when over a million workers exhausted of emp 
benefits annually, the average duration of those exhausting was slightly more require: 
than 20 weeks.” Studies in 16 States of persons who exhausted their benefits of emp 
in these years showed that from 23 to 57 percent of the exhaustees were still or emp! 
unemployed 4 months after exhaustion of benefits.“ Adding the unemployment or quar 
before and after exhaustion, many of these had undoubtedly been unemployed usually 
37 weeks or more. require: 

The President has recommended a uniform duration of 26 weeks. While us toni 
representing a substantial improvement over the present provisions, even this I hee, 
seems too low to permit the system to attain its objectives in the case of sizable mendati 
number of workers. In New York State, which proves 25 weeks’ uniform of the | 
duration, the exhaustee study referred to above showed that 27 percent of strictive 
those who had exhausted benefits were still unemployed 4 months later, or for which. | 
a total of 43 weeks. 

The temporary unemployment compensation program enacted in 1958 has one 6 
demonstrated that a longer duration of benefits than States now provide is eine 0 
clearly needed in a recession. Through October, a total of 1,172,000 who had io aaat 
exhausted their regular benefits had drawn temporary unemployment com: J» ri 
pensation for 1 or more weeks. Up to that time, 400,000 had exhausted their § "0™™44 ¢ 
temporary unemployment compensation benefits. Since persons exhausting State J 4. Propc 
benefits had ‘drawn an average of 21.5 weeks of benefits, it can be assumed that The r 
those exhausting temporary unemployment compensation had drawn 11 addi- some fin 
tional weeks of benefits on the average, for a total of over 32 weeks. ments ir 
they do ; 

4 Table D—2, ‘Adequacy of Benefits.” At pre 

% Table S—6, ‘‘Adequacy of Benefits.” law that 


Table E—1, “Adequacy of Benefits.” 
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Even in normal times, the labor market is such that recessions are constantly 
occurring in individual industries or areas, and some workers, because of age 


t or other characteristics, suffer longer-than-average periods of unemployment 
id | through no fault of their own. Hence, we believe that for normal times the 
minimum duration of benefits should be longer than 26 weeks, and suggest 30 
he weeks as better calculated to permit the system to attain its income-assurance 
th objectives. 
as 3. Qualifying employment 
wil If Federal conditions for full tax credit are provided for benefit amount and 
as duration, a condition setting upper limits to qualifying employment or earnings 
e: requirements is essential to give meaning to them. Otherwise, the program 
8 improvements could be canceled by accompanying them with such a stringent 
48 § qualifying earnings requirement that few workers could qualify for benefits. 
: At the same time, the requirement should be high enough so that a State can 
0 require a substantial attachment to the labor market as a condition of eligibility 
© for benefits. 
v7. The qualifying earnings requirement is intended as 2 measure of attachment 
KS, to the labor force. Since unemployment insurance is intended to compensate 
for a wage loss due to unemployment, benefits should not be provided for in- 
1 | dividuals whose service in covered employment is inconsequential. At the same 
ne time, since many workers with substantial continuing attachment to the labor 
°Y | force will experience some gaps in covered employment during a year, the quali- 
’ fying requirements should not be too rigid. 
we It is equally evident that the more liberal the benefit amount and the longer 
be its duration, the more important does it become to restrict rights to benefits 
ice to workers who are normally active members of the labor market and whose 
ge unemployment is involuntary. While entitlement to benefits could be tightened 
& up in many States, it would be a mistake, in our opinion, to permit a State to 
i 7 require more than 20 weeks of employment to qualify for benefits. It is for 
m. this reason that we propose somewhat higher qualifying earnings for entitlement 
t © § to normal duration of benefit than are presently required in some States. But 
108 Ff we would emphasize that although the requirement of a sizable amount of 
iss past employment will, to some extent, protect the system against any whose 
- unemployment is voluntary, the problem of eliminating from benefit rights those 
* § who do not want a job must be solved primarily through more effective admin- 
a a of the provisions relating to availability, refusal of suitable work, and 
e like. 
nal If the purpose of the earnings requirement is to serve as one measure of 
ma labor market attachment, it must represent approximately the same amount 
a of employment by low-paid and high-paid workers. A flat-dollar qualifying 
its requirement does not do this. The proposed Federal limitation of 20 weeks 
+till of employment or its equivalent could be expressed in terms of either wages 
nt °° employment to accommodate those States that secure wage data on a weekly 
a ed 4 quarterly basis. Thus, for example, since States using quarterly wage data 
y usually state the qualifying requirement as a multiple of the benefit amount, a 
hile requirement of 40 times the benefit amount would be roughly the equivalent of 
this the proposed 20 weeks employment in the base year. 
able It should be emphasized that the function of our qualifying earnings recom- 
oa mendation is primarily to prevent a State from undermining the effectiveness 
‘ of of the Federal benefit and duration conditions by imposing an excessively re- 
for strictive eligibility requirement. There would be nothing to prevent any State 
which, because of the effectiveness of its other controls on abuse of the system 
has or for other reasons, desired to impose more liberal earnings requirements, 
is from doing so. It would equally be possible for any State to provide an alter- 
a, d native qualifying period of two base years (with a higher total number of weeks 
ane of employment), as is done in New York, for individuals who cannot meet the 
heir normal qualifying requirement in the most year. 
tate 9 4. Proposed financial incentive to meet recommended improvements in benefits 
or The recommended change in the tax offset provisions is designed to create 


some financial incentive for the States to accept these recommended improve- 
ments in benefits while at the same time giving them the choice as to whether 
they do so or not. ; 

At present, employers in each State which has an unemployment insurance 
law that is in conformity with Federal requirements receive a 90-percent credit 
against the 3-percent Federal unemployment tax, that is, 2.7 percent. Ifa State . 
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fails to meet any of the Federal requirements, the employer must pay the full 
3-percent tax to the Federal Government. 

The recommendation made in this report is that if a State meets the proposed 
benefit provisions, employers would receive the full 2.7-percent credit as at 
present, paying only 0.3 percent to the Federal Government. If a State, how- 
ever, does not see fit to adopt these improvements, employers would receive only 
a 1.7-percent credit against the Federal tax and pay 1.3 percent to the Federal 
Government. 

All but 11 of the 51 States and Territories have had an average benefit cost 
during the last 10 years that was not in excess of 1.7 percent of taxtable payroll, 
and would not be forced to take the option of accepting the proposed conditions 
for receiving the full 90-percent tax credit. On the other hand, it is hoped that 
all States, in order to receive the full tax credit, will be induced to improve their 
benefits to meet the proposed conditions. 

Cost estimates before the Council indicated that if all States provided the 
proposed amount and duration of benefits, the improvements would not cost 
more than 1 percent of taxable payroll on a national basis. Most States, there- 
fore, would be better off financially or, putting it another way, their employers 
could pay less in total Federal and State taxes if they adopted the proposed 
provisions. 

It is not the intention of this proposal to raise any additional Federal reve- 
nues, but only to raise State benefit standards. However, if any additional 
revenue should accrue as a result of any State’s choice not to comply with the 
conditions set forth, then these amounts should be placed in the Federal unem- 
ployment account (loan fund) in addition to the $200 million specified as a 
minimum fund in the present law. In this way, additional funds to assist all 
States requiring loans to finance benefits would become available. 


D. JUSTIFICATION FOR FEDERAL ACTION 


We believe that Federal action is appropriate for the following reasons: 

(1) The Federal Government has a direct financial interest in an adequate 
system of unemployment benefits. This became clearly evident during the past 
year. It is a startling fact that in a recession during which insured unemploy- 
ment reached a peak of only 7.9 percent, exhaustions grew to such volumes 
that the administration felt it necessary to recommend, and Congress enacted 
a program of temporary unemployment compensation (TUC) for additional 
benefits to workers exhausting benefits, along with an appropriation of $665 
million. Such legislation was necessary because of the limited duration of 
State benefits despite the fact that the States had about $7.5 billion in reserves 
when the legislation was enacted. Even though here were $7.5 billion in State 
funds, which had been accumulated to pay benefits, it was necessary for the 
Federal Government, except in the five States that enacted legislation them- 
selves, to appropriate Federal funds to meet the crisis. 

The enactment of this legislation points up the need for permanent legisla- 
tion to assure that the States will provide adequate duration of benefits so that 
the need for Federal legislation and Federal appropriation of funds will not 
recur in future recessions. 

(2) The Federal Government has long accepted a responsibility for adequate 
protection of the unemployed. Heavy unemployment has its origins in the na- 
tional economy rather than in that of individual States, and even localized 
pockets of unemployment are often attributable to technical or market changes 
beyond the control of individual States. Federal concern with the adequacy 
of protection is merely an extension of Federal concern with the existence of 
unemployment already expressed by Congress through the enactment of the 
original unemployment insuranec provisions of the Social Security Act. In 
permitting States to retain a 2.7-percent payroll tax it was the intent of Congress 
to permit the States to finance a sound and adequate unemployment insurance 
system, by the full use of the 2.7-percent tax. 

(3) Federal action is necessary to stimulate the States to provide levels of 
protection that meet at least minimum objectives. Claimants with identical 
earnings and employment experiences are today entitled to widely different 
amounts in different States. Variations in eligibility conditions and disqualifi- 
cations add to the disparity in benefits payable under identical circumstances. 
Most of those interstate differences do not reflect differences in wage levels or 
living costs. 
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(4) One major objective of the Federal unemployment tax was to eliminate 
interstate tax competition as a deterrent to the establishment of an unemploy- 
ment insurance program, Federal action of the sort proposed is needed to help. 
remove the competitive disadvantage of States with more adequate benefits. 
Without a floor on the protection provided through Federal action, variations in 
employer costs as between States in many cases reflect variations in statutory 
provisions more than in economic conditions, thus counteracting the tax equali- 
zation purpose of the Federal unemployment tax. State action by the method 
we propose would help remove the deterrent to improving benefit provisions 
based on fears of competitive disadvantage with employers in other States. 
(5) The proposed Federal action, being framed in terms of minimum require- 
ments, would not impose a dead level of uniformity on the entire country. The 
States would be free to accept the minimum requirements or reject them. 
Above the minimum of protection for the unemployed required for full tax 
credit, State TIegislatures would be free to frame benefit and other provisions 
adapted to their own industries, economic conditions, and social objectives. 


Public members: Fedele F. Fauri, Clarence W. Bird, Mrs. Eveline 
M. Burns, William Haber, Arthur A. Hitchcock, John Holden, 
Charles A. Myers, Dale Yoder. 

Hmployee members: Harry Boyer, George Brown, Jacob Clayman, 
Nelson Cruikshank, ©. J. Haggerty, Kenneth J. Kelley, Leonard 
Lesser, Jesse C. McGlon. 


DercreMBER 3, 1958. 


SUPPLEMENTARY STATEMENT BY EMPLOYEE REPRESENTATIVES F'AVORING FEDERAL 
Action To IMpROvE UNEMPLOYMENT BENEFITS 


The labor members at the Federal Advisory Council meeting of December 
2-8, 1958, associated themselves with the statement of position supported 
by the public members recommending to the Secretary additional benefit and 
wage qualifying standards and a change in the offset as follows: 

(1) The great majority of covered workers, as recommended by the President, 
should be eligible to receive as unemployment benefits at least one-half of their 
regular weekly earnings. In order that the great majority may get this amount, 
the States will need to provide for a maximum weekly benefit amount equal to 
no less than 66% percent of the statewide covered average weekly wage. 

It is recommended that this provision be implemented in three stages; for 
the first 2 years following the effective date of the provision the maximum week- 
ly benefit should not be less than 50 percent of the average weekly wages of 
workers in the State covered by the State unemployment insurance law; for 
the next 2 years not less than 60 percent; and after that not less than 6624 
percent. 

“(2) Unemployment benefits for at least 30 weeks during a 1-year period 
should be uniformly provided for all claimants who remain unemployed for that 
long and are otherwise eligible for benefits. 

“(3) No State should require more than 20 weeks of unemployment during the 
claimant’s qualifying year for eligibility for benefits. It is recognized that evi- 
dence of substantial attachment to the labor force should be required to justify 
the duration provision proposed. It is believed that 20 weeks is an adequate 
test. We therefore recommend that not more than 20 weeks of work should 
be required as an eligibility test. 

“(4) The offset against the Federal tax should be reduced from 2.7 per- 
cent to 1.7 percent for employers in those States which do not meet the above- 
mentioned conditions. As in the past, those States that meet the Federal con- 
ditions shall continue to have an offset of 2.7 percent. Those States which fail 
to comply shall be permitted an offset of 1.7 percent. It is not the intention of 
this recommendation to raise additional revenues but rather to remedy serious 
deficiencies in the present system. However, in the event that any revenues do 
accrue because of failure of a State or States to meet Federal conditions, these 
funds should be added to the amount of the Federal loan fund.” 

These recommendations are supported both by the labor members present 
and also by Mr. Jacob Clayman, who had to leave before the vote was taken, and 
by Mr. Harry Boyer, and Mr. C. J. Haggerty, who were absent. 

This position is a compromise on our part from our support of the majority 
report of the Committee on Legislative Review to the Federal Advisory Council, 
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which more accurately represents our position. We feel, as stated in that re- 
port, that “no fewer than 39 weeks during the year should be provided for all 
claimants who remain unemployed that long and are otherwise eligible for bene- 
fits.” The reasons for recommending a standard of 39 weeks are given in that 
report from the center of page 9 to the bottom of page 10. This accurately ex- 
presses our view of the situation. We feel that the enactment of the TUC pro- 
gram has demonstrated that 39 weeks of benefits are clearly needed in a recession. 
Therefore, our supplementary statement is to the effect that we fully endorse 
the report of the Committee on Legislative Review, which is attached, but in 
view of the need for urgency and in order to strengthen the possibility of im- 
mediate implementation, we join with the public members in their position 
statement. 
This supplementary statement also has the support of all the labor members on 
the Federal Advisory Council. 
GEORGE Brown. 
NELSON CRUIKSHANK. 
KENNETH J. KELLEY. 
LEONARD LESSER. 
Jesse C. McGron. 


STATEMENT OF POSITION ON REPORT AND RECOMMENDATIONS OF THE PusBLic MEM- 
BERS TO THE FEDERAL ADVISORY COUNCIL BY EMPLOYER MEMBER 


The following are my comments on the document entitled “Report and Recom- 
mendations of the Public Members to the Federal Advisory Council,” which was 
discussed at the December 3, 1958, meeting of the Council. I am substantially 
in agreement with that document but cannot completely concur with certain of 
the recommendations and thus with some of the supporting arguments. The 
points on which I do not concur are the following : 

(1) Recommendation II of that report suggests uniform unemployment bene- 
fits of at least 30 weeks for all eligible claimants. I feel that this is excessive 
as a “minimum” benefit standard and suggest substituting the following: 

(a) If a State requires at least 13 weeks of employment during the claim- 
ant’s qualifying year in order to become eligible for any unemployment 
benefits, the duration of benefits shall be at least 30 weeks uniformly. 

(bo) If a State requires less than 13 weeks of employment during the 
claimant’s qualifying year in order to become eligible for unemployment 
benefits, at least 3 weeks of benefits shall be provided for each 2 weeks of 
such employment, subject to a minimum of at least 15 weeks and a maxi- 
mum of at least 30 weeks. 

(2) With the amendment noted in 1 above, -I have no disagreement with rec- 
ommendation III which prohibits requiring “more than 20 weeks of employment 
during the claimant’s qualifying year for eligibility for benefits.” In the ab- 
sence of any provision such as the one outlined in 1 above, however, it is my 
recommendation that “evidence of substantial attachment to the labor force” 
eine emg as consisting of at least 13 weeks of employment during the qualify- 

year. 

(3) Recommendation IV submitted by the public members’ report provides 
for use of the Federal tax offset to furnish an incentive for the States to conform 
with the new minimum benefit standards. I have two main reservations with 
respect to this recommendation : 

(a) Since I was partially responsible for suggesting what has become 
labelled as the “carrot” approach to the matter at hand, it should be stated 
that this recommended method of implementing the minimum benefit stand- 
ards is less “carrot” and more “stick” than I had originally hoped could be 
developed. Instead of setting up a new incentive, it really says to the States 
that they should either conform or lose part of the incentive they already 
have in the form of the present tax offset. 

One alternative to the recommendation would be an additional 1 percent 
tax to be offset in full for those States that conform with the standards. 
This method would not take away from the States the advantage they 
currently have under the existing tax offset. 

During the discussion on December 2 and 3, several suggestions were 
made for other forms of incentives than the direct use of the tax offset. 
One example was to provide that States which meet the recommended 
Federal benefit standards would be eligible for extended benefits beyond 
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the recommended basic duration period, and that these benefits would be 
financed at least one-half by the Federal Government. These proposals 
were set aside because of the conjecture that Congress would not be 
amenable to any such use of general tax revenues. It is not for me to say 
whether it is the proper business of the Federal Advisory Council to attempt 
to predict the will of Congress. Suffice it to say that I believe much more 
thought should be given to other forms of incentives. The need for provid- 
ing additional income to meet rising administrative expenditures, which 
need was considered separately by the Council at its December 2-3 meeting, 
may provide other opportunities to construct an effective incentive. 

(b) I also feel that careful thought should be given to the effect of 
recommendation IV upon experience rating. In discussing the recom- 
mendation, several of the public members noted that it was definitely not 
intended that this particular recommendation should, in any way, harm the 
operation of experience rating. I believe this point is of such major conse- 
quence that it should be clearly stated as an integral part of that recom- 
mendation and should be thoroughly considered in formulating the final 
proposal to Congress. 

In closing, let me say that I view the imposition of Federal minimum bene- 
fit standards in the general form now being suggested as a most regrettable— 
but nonetheless justifiable—proposal. The method of implementing those stand- 
ards, however, is at least as significant and as demanding of ingenuity as the 
standards themselves. 


STATEMENT OF POSITION IN OPPOSITION TO FEDERAL BENEFIT STANDARDS 


The imposition of Federal unemployment benefit standards is entirely uncalled- 
for and unjustified. Such action would lead inevitably to the complete federal- 
ization of the unemployment insurance system. 

Two basic points should serve to show that the scheme for Federal standards 
is unwise and untenable. , 

(1) It is a radical and unsound departure from the fundamental philosophy 
of government repeatedly enunciated by the present national administration. 


Witness the following statements by President Eisenhower: 

At the 1953 Governors’ conference: “I have the indestructible conviction that 
unless we preserve in this country the place of the State government, its tradi- 
tional place—with the power, the authority, the responsibilities and the revenues 
necessary to discharge those responsibilities, then we are not going to have an 
America as we have known it; we will have some other form of government.” 

In a New York speech on October 22, 1957: “Let a way be found to transfer 
Federal activities to the States—with appropriate tax resources—fields where 
Federal intervention has already served its original purpose of enlisting State 
or local effort, or where the desirability of Federal intervention has never been 
convineingly established. We are determined to make progress in this direction.” 

(2) The evidence is clear that the States have more than lived up to their 
responsibilities in unemployment compensation. Benefits in most States have 
been broadened steadily. The data given below proves conclusively that the 
situation does not call for the extremism of Federal standards. The case for 
Federal fiat is based on questionable mathematical assumptions, the sentimental 
view of sincere people on the subject of benefit adequacy and the insistence of 
proponents of Federal standards that the States are not competent, overwhelming 
evidence to the contrary notwithstanding. All the tortured interpretations of 
adequacy cannot gainsay two simple facts: 

(a) At the depth of the recent recession this year, the State unemploy- 
ment insurance systems were pouring purchasing power into the economy 
at a rate of more than $4 billion a year. 

(b) Even with the sharp increase in the cost of living, the average weekly 
benefit today will buy 40 percent more goods than its 1939 counterpart. 

It is worthy of note that the last time the matter of benefits was discussed 
by the Council—at its meeting last February 6—-7—it had before it a proposal 
which was limited to State action. The recommendations then before Council 
included no proposal for Federal standards, and the question of Federal legis- 
lation was not even considered. Suddenly we are confronted with proposals 
for “minimum” standards which exceed the maximum unemployment compen- 
sation provisions of any State to date. And this at a time when the Council 
has underway a study of the adequacy of benefits, the results of which would 


53 
il 
at 
X- 
n. 
se 
in 
n- 
Mo - 
m- 
as 
ily 
of 
he 
ve 
m- 
nt 
he 
nt 
of 
xi- 
ec- 
ont 
ab- 
ny 
fy- 
les 
rm 
ith 
me 
ted 
nd- 

be 
tes 
dy 
ent 
ds. 
1ey 
ere 
set. 
led 
md 


54 UNEMPLOYMENT COMPENSATION 


appear to be an essential element before Federal standards can even be discussed 
in an atmosphere of reason. 


MAJOR ARGU MENTS AGAINST FEDERAL STANDARDS 


(1) Federal benefit standards would be an improper intrusion into the 
internal affairs of the States and restrict their freedom to adapt to local con- 
ditions. Since the unemployment insurance laws are State laws and benefits 
are paid from State funds financed by contributions made by employers in the 
respective States, the States should have complete freedom to experiment and 
to adopt the provisions they want. The increase in Federal control over State 
laws involved in benefit standards would weaken the authority and the initiative 
of the States and might impair Federal-State relationships. 

(2) State legislatures, familiar with their local economies, can better deter- 
mine benefit adequacy. The various States have wide differences in their eco- 
nomic conditions and each State legislature is more familiar with local condi- 
tions than Congress or a Federal agency. A single Federal minimum benefit 
standard imposed in all States would be inappropriate. If appropriate for ade- 
quate benefits in the lowest cost-of-living State, it would provide inadequate 
benefits for the highest cost-of-living State; and, if appropriate for adequate 
benefits in the latter, it would provide more than adequate benefits for the lowest 
cost-of-living State. Therefore, such a standard would be either meaningless in 
some States or would create inequitable tax burdens for all employers in others: 

(3) Federal benefit standards might force some States into insolvency. Al- 
though no State now meets the stated benefit objectives, two are taxing all 
employers at a 2.7-preent rate; others have recently announced tax increases. 
At current rates possibly four States may qualify for Federal loans by the 
middle of 1959. The substantially increased benefits required by Federal stand- 
ards might result in some States exhausting their funds if tax revenues were not 
increased. 

(4) Federal benefit standards would be a departure from the system of unem- 
ployment insurance enacted originally by Congress. The original legislation has 
been amended on several occasions since 1935, but Congress has not enacted any 
Federal minimum benefit standards in the 20-odd years that have elapsed. 

(5) Federal benefit standards would increase problems of conformity and 
compliance particularly with respect to eligibility and disqualification. Enforce- 
ment of requirements on these various points would involve the Federal Gov- 
ernment very deeply in the State operations. 

(6) Federal minimum benefit standards would expand into Federal standards 
on financing and the other aspects of the program. For example, the Federal 
Government would have an obligation to insure the solvency of State funds. 
Solvency requirements and other financial standards would then be needed. 

(7) The Federal Government, under the fundamentals of our American sys- 
tem, moves into a new area of legislative compulsion only where there is a well 
established need for Federal action and a proved failure on the part of the 
States. There is no such need or failure in this matter. 


THE FEDERAL VERSUS STATE ISSUE 


In effect, the scheme to establish Federal benefit standards would be an un- 
warranted rebuke to the members of the State legislatures, the Governors, labor 
commissioners, employment security administrators and their staffs, the State 
advisory councils composed of labor, management, and public members, and 
countless others who are concerned with the State programs. 

Those who advocate Federal benefit standards are in the position of condemn- 
ing these thousands of men and women who deal with the problems of unem- 
ployment compensation year in and year out—right at home where they can 
observe the effects of their action on the people of their States—in every com- 
munity and under every economic condition. 

They would take away the authority of these people who live with the problem 
and give it instead to a Congress which deals with some 13,000 bills a year on 
every conceivable subject affecting the vital existence of the Nation. 

Unemployment insurance is too important a subject to leave in the hands of 
just a few people in Washington. It needs the heads and hearts of many people 
who know the practical issues involved, who live with the day-to-day problems 
and see how the various experiments to solve them work out, and who can give 
the time and attention to achieving sound, steady progress. 


It: 
all re 
to co 
In 
goes 
over 
ment. 
conte 
recor 
Th 
its m 
State 
cannes 
be go 
Pr 
their 
quite 
Cove 
Tw 
by w 
only 
80 pe 
Wait 
Tw 
week 
perio 
Dura 
Tw 
mitte 
of les 
whic! 
week 
perce 
recen 
The 
In 
Since 
that 
By 
State 
ers a 
State 
maxi 
Th 
comp 
repre 
curit 
and t 
er’s § 
ably 
50 pe 
benef 
pay, 
Fu 
just 
to be 
facts 
must 


UNEMPLOYMENT COMPENSATION 


It should be clear to the most unsophisticated that Federal standards on bene- 
fits would mean the complete federalization of the system and the removal of 
all real authority from the States. Nothing would be left for them to do but 
to conform and to pay. 

THE GOOD RECORD OF THE STATES 


In the field of unemployment insurance, the issue of Government philosophy 
goes hand in hand with a record of accomplishment by the States. In disputes 
over Federal and State responsibility in relation to other functions of govern- 
ment, advocates of federalization base their case on State inaction. No such 
contention cin be proved in this subject. With very few exceptions, the State 
record is good. 

The statement of position filed by six employer members of the Council after 
its meeting last February gave ample evidence of benefit improvement in the 
States. But the simple fact that the States are doing a job apparently just 
cannot be appreciated by the advocates of Federal standards. They appear to 
be going from a preconceived notion to a foregone conclusion. 

Proponents of Federal benefit standards argue that the States have failed in 
their responsibilities and that little progress has been made. The facts are 
quite different. 


Coverage has been broadened steadily 


Twenty years ago less than half of the total civilian employment was covered 
by unemployment insurance. Today it is more than two-thirds. Considering 
only nonagricultural wage and salary workers, coverage has been extended to 
80 percent. 


Waiting time has been cut down steadily 

Twenty years ago a number of States required a waiting period of 2, 3, and 4 
weeks. Today no State requires more than 1 week, and several have no waiting 
period. 
Duration of benefits has been extended steadily 


Twenty years ago 42 States had a limit of 16 weeks or less, and none per- 
mitted more than 20 weeks. Today only three States have a maximum duration 


of less than 20 weeks. More than 75 percent of all covered workers are in States 
which provide 26 or more weeks of normal uniform duration or 26 or more 
weeks of normal maximum variable duration. And 22 States, representing 70 
percent of all covered employees, provided for temporary extension during the 
recent recession, most of them up to 39 weeks and 1 up to 45. 


The weekly benefit amount has been increased steadily 


In 1939 the average weekly payment was $10.66. In May 1958 it was $30.80. 
Since 1953, 45 States have increased the maximum benefit one or more times. In 
that year, only two States had a maximum weekly benefit of more than $30. 
By May of this year, 30 States had a maximum exceeding $30, including 3 
States with a maximum exceeding $40. Nearly 90 percent of the covered work- 
ers are in States having a weekly maximum of’ $30 or more, just half are in 
States with a maximum of $35 or more, and 25 percent are in States with a 
maximum of $40 or more. 

The impact of income tax and social security increases since 1939 makes the 
comparison even more favorable since the wage loss of the unemployed worker 
represents his take-home pay after deductions for income tax and social se- 
curity. In 1939, the social security tax was 1 percent as against 244 percent now, 
and the Federal income tax was negligible. As a result, virtually all of a work- 
er’s gross wage then was spendable income. Today, take-home pay is consider- 
ably less than the gross wage. An unemployment benefit amount of less than 
50 percent of gross wages therefore does not necessarily mean an inadequate 
benefit. It may represent a higher wage replacement, in proportion to take-home 
pay, than a 1939 amount which represented 50 percent of gross wage. 

Furthermore, wage statistics usually apply to average covered workers, not 
just to claimants, who in normal times have lower average wages. Also, it is 
to be kept in mind that unemployment insurance benefits are tax exempt. These 
facts are often overlooked in discussions of benefits, yet they are important and. 
must not be minimized. 
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The weekly benefit amount has been increased faster than wages and the cost 
of living since 1954 

Those recommending Federal benefit standards have said that there has not 
been much improvement since 1954 when the President first recommended that 
“payments to the great majority of beneficiaries may equal at least one-half 
their regular earnings.” Here again the facts do not substantiate the charge. 
The average benefit check in 1954 was $24.93. As of May 1958 the average bene- 
fit check had gone up 24.4 percent. In this same period the average wage in 
covered employment had gone up only about 15 percent and the cost of living 
less than 9 percent. 

Today’s benefit check will buy 40 percent more goods than its 1939 counter- 
part. The proponents of Federal benefit standards ignore this whole area of 
comparison as if irrelevant to adequacy of benefits. Yet their whole case col- 
lapses on this point. The fact is that the increases in benefit amounts have more 
than outstripped the increases in wage rates which in turn have gone up faster 
than the cost of living. As a result, the average weekly benefit check today in 
terms of the cost of goods, is worth 40 percent more than the average weekly 
benefit check of 1939. 


Total benefit protection has been increased 


Certainly in any discussion of adequacy one should consider how much total 
protection is available to the unemployed. The proponents of Federal standards 
do not even mention it. 

In New York the maximum amount payable to an unemployed worker for the 
whole duration of the period he was out of a job in 1989 was $195. Today it 
is $1,755—an increase of 800 percent. 

In California, when the system first started, the maximum protection for 
an individual was $300. Today it is $1,560—an increase of 420 percent. Other 
States have also shown remarkable increases. 

Thirty-seven States having 84 percent of the covered workers have increased 
total benefit protection since 1939 by over 200 percent; 24 of these States hav- 
ing 73 percent of the work force, have increased total benefit protection over 
300 percent in the same period. Since 1954, 34 States having over 74 percent 
of the work force, have increased their total benefit protection by more than 
25 percent—exclusive of TUC (temporary extended unemployment benefits). 

This is a record of which the States have every right to be proud. In the 
last 5 years 48 States have taken part in this progressive action. How can any- 
one tell these States that that record is no good and that the Federal Govern- 
ment must take over? 

How can anyone justify the utter indifference of the proponents of Federal 
standards to the high cost of their scheme? So-called minimum Federal stand- 
ards exceeding the highest existing maximum-levels are bound to constitute a 
tax levy on business which could well result in another business setback and 
increased unemployment. With the rest of the national administration strain- 
ing every effort to cut the cost of Government, it is quixotic for the Advisory 
Council on Employment Security to come charging out with a program to boost 
taxes—particularly when it is estimated that unemployment insurance taxes 
are going to be increased by 20 percent in 1959 under present laws. 

We urge that this whole matter be approached with reason and realism. « Ad- 
mittedly, a few States have failed to keep pace in benefit levels. Fortunately, 
they represent a small number and contain a small proportion of covered work- 
ers. It is our recommendation that the Secretary of Labor urge the major em- 
ployer organizations to communicate with State or local employer organiza- 
tions in such States with the objective of obtaining appropriate corrective action 
where necessary. 

For the most part, however, the picture is one of constructive action by the 
great bulk of the States. There is no justification for Federal dictation of bene- 
fit standards. There is every justification for diminishing the role of the Fed- 
eral Government in unemployment insurance and increasing that of the States. 
The Federal. Advisory Council would perform a notable service if it urged the 
Secretary of Labor to take the initiative toward that goal. 

As a matter of principle, we subscribe to the administration philosophy of 
government and its underlying principle as expressed by Thomas Jefferson that 
“It is not by the consolidation, or concentration of powers, but by their dis- 
tribution, that good government is effected. Were not this great country already 
divided into States, that division must be made, that each might do for itself 
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pcr a4 aa manatee and what it can so much better do than a distant 
authority.” 


JOHN Post, 

E. F. Scoutren, 

E. D. STARKWEATHER, 

JOHN ZUCKERSON, 
Employer Members. 


The Cuatrman. And Mr. O’Connell, will you relay this request to 
the Secretary ? 

Mr. O’Connet. I will be glad to. 

Mr. Karsren, If the Secretary would like, Mr. Chairman, could we 
arrange to hear him on a subsequent ay . 

The Cuamman. Not and conclude the hearing on the 16th as we 
had originally planned because we will have from 3 to 4 hours of testi- 
mony each day, perhaps more on some days, and certainly more on 
every day when we include the questioning. 

Mr Bannan. Suppose we see what he has to say in reference to 
this apparent contradiction and we will discuss later whether we 
shoaht hold an additional hearing, during which time we could invite 
him, 

Mr. O’Connell, you referred to the Federal Advisory Council in 
your testimony and also in answer to certain questions. Did I under- 
stand you to say that the Council recommended a standard duration 
of 26 weeks and 50 percent of the weekly wage ? ; 

Mr. O’Connett. The Council made a number of recommendations 
in this area. 

Mr. Karsten. Were those two of the recommendations ? 

Mr, O’ConneELt. It was part of it. When I say “part,” a recom- 
mendation by part of the Council. We would be glad, I think, to 
have the committee examine those recommendations. 

Mr. Karsren, I think we should like to see them. 


: Wasn’t this suggestion contained in your statement, that the unem- 
a ployment compensation law be extended to all persons who employ one 
1d or more individuals? Was that one of the recommendations of the 
Council ? 

st Mr. O’Connett. They didn’t discuss it this time but it has been a 
es recommendation at a previous time by the Council. 


Mr, Karsten. We could assume that the Council recommended it, 
could we, or could we not ? 

Mr. O’ConNeE.L. Yes, you could, sir. 

Mr, Karsten. You have in your testimony taken one of their recom- 
mendations, apparently, and you reject in your recommendation these 
two, is that right ? 

Mr. O’ConneEtL. The Council is advisory only, 

Mr. Karsten. Am I correct in assuming that you rejected these two, 
however? 

Mr. O’Connett. We are not recommending what they recom- 
mended, yes. 

Mr. Karsten. You are not following their recommendations, in 
other words. Now, how do you differentiate that? Isn’t this exten- 
sion of the law to cover employers of one individual in the nature of 
a standard itself? 
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Mr. O’Connetu. As I tried to indicate, Mr, Karsten, this has always 
been a Federal-State relationship, 

Mr. Karsten. You are not answering my question. Isn’t that in the 
nature of a Federal standard, what you recommend right here? 

Mr. O’ConnELL. Yes, it is. 

Mr. Karsten. It isa Federal standard ? 

Mr. O’Conne tt. There are a number of things on which the Federal 
Government sets the standards and has since the beginning of the act. 

Mr. Karsten. But you don’t feel that the Federal Government 
should set standards from the standpoint of duration and amount of 
benefits, is that correct? 

Mr, O’ConneE Not at this time. 

, — Karsten. Do you think you will tomorrow or at some future 
time 

Mr. O’Connett. I would look at the circumstances with regard to 
the manner and degree with which the States were discharging their 
responsibilities. 

Mr. Karsren. Let’s get into the matter of States discharging their 
responsibility. Now, the President has been making these recom- 
mendations to increase duration and amount of benefits since about 
1934, I think. 

Mr. O’Connexy. 1954. 

Mr. Karsten. 1954. How many States now meet the recommenda- 
tions of the President? 

Mr. O’Connewz. I think eight meet it with regard to the uniform 
duration of 26 weeks, the other part as to level it is difficult to reall 
interpret. I would think that none of them precisely meet the level. 

ee Karsten. No single State meets the President’s request, is that 
right ? 

Ar. O’Connewu. I think there are several who on the record actu- 
ally provide 50 percent of their average wage to a great majority of 
the covered people. That is, the unemployed people. 

Mr. Karsten. The fact is that no State actually meets all of the 
requirements as the President has suggested, am I correct in that 
assumption 

Mr. O’ConneEtu. No State, I think, at least let’s put it—— 

Mr. Karsten. Provides the duration and the amount of benefits 
that the President has recommended ? 

Mr. O’Connett. I think there are one or two, or several, could be 
said to very closely approximate it. 

Mr. Karsten. Can you name the States for me that do meet the 
requirements ¢ 

Mr. O’Connety. I think New Hampshire probably comes close, 
and New York. 

Mr. Karsten. Comes close now. Is it meeting it or not? 

Mr. O’Connety. Well, the standard on benefit level is very hard to 
apply precisely because the President’s standard on benefit level was 
that the great majority shall receive at least half of their wage and 
the duration of course, is easy. Among the eight States who have the 
uniform duration there are several who can be, I think that you would 
saree, meet the standard of average level or I should say level of 
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Mr. Karsten. Could you name a State that does meet both dura- 
tion and benefit level ? 


Mr. O’ConneEtu. Not specifically. 

Mr. Karsten. Thank you very much. 

What about the question of States rights? Do you think that is a 

prerogative of the State, when you get down to a matter of benefit 
lavels or duration of benefits ? 

Mr. O’Connetu. I don’t know exactly what we mean by States 
rights. 

‘Mir. Karsten. I have heard the term applied this morning. I am 
trying to get an explanation myself. 

Mr. O’Connexu. I don’t think you heard it from me, Mr. Karsten. 

Mr. Karsten. You don’t feel, then, that that is entirely a preroga- 
tive of the State? 

Mr. O’Connewu. I would say I couldn’t argue that anything in the 
system is entirely a prerogative of the States. The system was seu 
up on a joint Federal-State relationship basis and to me the test is 
whether you achieve the desirable results with the present division of 
responsibilities. 

Mr. Karsten. With the present division of responsibilities you 
can’t name a single State that has brought its benefits up and stand- 
ard duration to what the President recommended since 1954? 

Mr. O’ConneELL. No, nor would I say that the States are not moving 
and that they aren’t even at this time reviewing in-many legislatures 
this question, and I don’t want to try to predict what the States will 
do in this particular situation or later. 

Mr. Karsten. Of course you couldn’t predict but we have been 


hoping ever since 1954 and we may perhaps continue to hope unless 
we do get a set of standards. = 


That.is all, Mr. Chairman. 

Mr. Foranp (presiding) . Mr. Curtis will inquire. 

Mr. Curtis. Mr. Secretary, I was very much interested in the ques- 
tions that Con man Byrnes was asking with regard to the actual 
fiscal setup of these various reserve funds. 

Now, one point I would like to pin down. It is true, is it not, under 
the system that there will be a recoupment to some degree of the 
funds spent during this recession on unemployment through the in- 
creased experience rating that is built into the system? In other 
words, you are going to Save employers paying a higher tax in prac- 
tically all the States, I guess, as a result of the unemployment expe- 
rience in the past year or year and a half or 2 years, isn’t that true? 

Mr. O’ConneEtt. It will recoup the reserves in the State system. 

Mr. Curtis. Yes. Well, that is a fact if it becomes important. I 
think the discussion of your paper and also the questions have been 
directed to this as if it could be regarded in one particular phase of 


an economic cycle. This system, though, is set up on the basis of an 
economic cycle, is it not, the theory ? 


Mr. O’Connetu. Yes, I presume so. 

Mr. Curtis. I would hope so. And based on that, I would assume 
that as we go into a period of increased employment and what we 
might say decreased unemployment, we are going to start rebuilding 
these funds automatically, are we not ? 


Mr. O’Connett. The State funds, the State reserve funds—— 
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Mr. Curtis. I am also talking at the Federal level. Now, what 
I would like to get is a projection on the system as it is in relation to 
the Reed fund and incidentally, there will be repayments to the Reed 
fund and other funds by the States and when those repayments might 
be effective. 

Mr. O’ConNELL. Projection over what period, Mr. Curtis? 

Mr. Curtis. Projection over the next few years so we can get an 
idea and of course that will have to be on the assumption over a certain 
employment and unemployment rate but I think if we are going to 
talk sense we have got to have that kind of a fiscal projection. 

Mr. O’Connet. We will be glad to supply it in that form. 

Mr. Curtis. Also, the one reason we set up the Reed fund was 
because at that time in a period of better employment and certainly 
less unemployment we found the three-tenths of a percent was pro- 
ducing more funds at the Federal level than we needed and so were 
figuring out how we could dispose of them. 

Now, I would think that we would also project the Reed fund on 
the assumption that we will be going into, if we are going to go into, 
a period of better records on unemployment, to see whether or not 
the three-tenths of a percent might really be adequate over an eco- 
nomic cycle. So I would like to request that the estimates be made 
on the basis of an economic cycle rather than just upon the coming 
out of a period of unemployment. é i ‘ 

The tty Without objection that material will be inserted, 
Mr. O’Connell, at this point in the record. 

Mr. O’Connett. Yes, Mr. Chairman. 

(The information follows :) 


FEDERAL UNEMPLOYMENT ACCOUNT 


ESTIMATED YEAR-END BALANCES OF THE 


The estimated year-end balances of the Federal unemployment account, shown 
in the following table, are based on the following assumptions : 

(1) During fiscal year 1959 the Congress will appropriate $15.6 million to 
the account from general revenue. The appropriation will permit the account 
to comply with Pennsylvania’s request for an advance of $112 million. 

(2) Insured unemployment will average 5.3 percent for fiscal years 1960 
through 1964. Thereafter the rate will decline gradually. 

(3) Employment and wages will increase by about 2 percent per year. 

(4) No State will need a loan during the foreseeable future years. 

(5) Repayment of currently outstanding loans will be accomplished under 
the automatic repayment provision of the Reed Act. 

(6) Interest credited on assets of the Federal unemployment account will 


continue at a rate of 2.5 percent. 
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Estimated year-end balances of the Federal unemployment account 
{Amounts in thousands] 


A. CURRENT TAX BASE AND CURRENT LAWS 


Total assets at begin- Income during year from— Total assets at end 
ning of year of year 
Cash bal- | Loans out- Excess |Interest on| Loan re- | Loans out-| Cash bal- 
ance standing total asse standing ance 
$233, 265 $5, 000 $5, 477 None | $233, 265 —$3, 723 
Evocékeananete : 233, 265 (2) 5, 738 None 233, 2, 015 
= 2,015 233, 265 @) 5, 882 $200 233. 8, 097 
OG. ccarace are 8, 233, 065 (3) 6, 029 8, 943 224, 122 23, 069 
OM cst elediil 23, 069 224, 122 (2) 6, 180 29, 739 194, 383 58, 988 
| Eas 58, 988 194, 383 @) 6, 334 y 143, 115, 857 
10082052. eS 115, 857 143, 848 (?) 6, 493 71, 331 72, 517 193, 681 
eS ae 193, 681 72,517 (2) 6, 655 68, 451 4, 066 268, 787 
268, 787 4, 066 @) 6, 821 1, 400 2, 277, 008 
277, 008 2, 666 () 6, 992 1, 600 1, 066 285, 600 
WIM snschasaveans 285, 600 1,066 (2) 7, 167 1, 066 None 293, 833 


B. CURRENT TAX BASE, EXTENDED COVERAGE 
Differs from A in that $5,000,000 excess Federal tax collections not available in fiscal year 1960, 


C. PRESENT COVERAGE, $4,200 TAX BASE 


$233, 265 #7700 | $5, 477 None $233, 265 $68, 277 
233, 265 72, 000 7, 539 None 233, 265 147, 816 
233, 265 64, 000 — 9, 527 1 233, 034 221, 574 
233, 034 , 58, 000 11, 365 11, 426 221, 608 302, 365 
221, 608 50, 000 13, 099 37, 204 184, 404 402, 668 
184, 404 42, 000 14, 677 62, 982 121, 422 522, 327 
121, 422 34, 000 16, 094 88, 760 32, 662 3 555, 000 

32, 662 26, 000 ) 29, 244 3, 418 3) 
3, 418 18, 000 ) 1,615 1, 803 ) 
1, 803 10, 000 ) 1, 803 None ) 
None 2, 000 (3) None None (3) 


1 $14, 200 $233, 265 000 $5, 477 None $233, 265 277 

ee nee 277 233, 61, 000 6, 914 None 233, 265 111, 191 
111, 191 233, 265 , 000 8, 611 $231 233, 034 171, 033 
171, 033 233, 034 51, 000 10, 102 11, 426 221, 608 243, 561 

cg re Ee 243, 561 221, 608 43, 000 11, 629 37, 204 184, 404 335, 214 

___ ee 335, 214 184, 404 35, 000 12, 990 62, 982 121, 422 446, 186 

Sis Geascciases 186 121, 422 27, 000 14, 190 88, 760 32, 662 576, 136 

eee 576, 136 32, 662 19, 000 15, 29, 244 3, 418 3 605, 

3, 418 11, 000 (3) 1,615 1, 803 (3) 

) 1, 803 3, 000 (3) 1, 803 None 

None (2) () None None 


1 Advance from general revenue in fiscal year 1959 of $15,600,000 reduced by interest of $1,400,000 credited to 
account on June 30, 1959. 


? Deficit. 
* Additional amounts to administration fund or to States. 


Mr. Curtis. I was disturbed myself if I interpret the chairman’s 
remarks as to his feeling of an inconsistency, or let us put it this way, 
it was my feeling at any rate of an inconsistency of philosophy that 
the recommendations are to set up Federal standards at least as far 
as one or more employees are concerned, to change the basis and that 
is a Federal standard but not to go into this area of duration and 
amount. It seems to me that all of these items are Federal standards 
and if this has been a well-functioning system, and my observation 
certainly is that it has been one of the great systems because it has 
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functioned so-well, it would seem to me there would be.a burden of 
wee upon anyone who would seek to alter the balance between the 

tates and the Federal Government in this picture between all three 
of these areas, but I notice in two of them you think that that balance 
should be altered. 

Mr. O’Connext. I was trying to indicate, Mr. Curtis, and trying 
in my own opinion not to be inconsistent, by pointing out that the tax 
base and the coverage were original parts of the act. They have been 
consistently. That is the tax base has been left alone since the act. 
Coverage has been changed by Federal law several times, or at least 
once or twice in the meantime. Still over this period of time the 
States have been allowed to develop and have developed, we think, 
with reasonable success their own standard for benefit and duration 
and we feel as you indicate that there is not sufficient reason to change 
the fundamental nature of this system. 

Mr. Curtis. So I get it then that you are perfectly willing to dis- 
cuss whether a change should be made in all three of these areas but 
each one, as I get it, you want to examine on its own bottom to see 
whether we would improve the system by doing it. 

Now, I didn’t feel that you gave the real reason or at least’ the 
reasons I heard advanced as to why the Federal Government or why 
we have never and have been reluctant in the past, I might-sey, to 
extend the coverage of unemployment insurance as far as Federal 
standards are concerned from eight down to four or more and now 
down to one or more. I don’t think it is a lack of desire on anyone’s 
part, you see. So that our people are protected and it isn’t just ad- 
ministrative problems that are involved. I think there are some other 
factors involved as well. And those are factors I would like to bring 
out. 

First of all, you have pointed out that many States have gone and 
covered the employers of one or more, isn’t that correct 

Mr. O’ConneELL. Yes, sir. 

Mr. Curtis. They still can do that, can they not ? 

Mr. O’Connewu. Yes, sir. Eighteer, I believe, is the present 
number. 

Mr. Curtis. Yes. 

Mr. O’ConneELL. In one form or another. 

Mr. Curtis. Why is that not satisfactory? If the States know the 
problem and if they feel that this is a problem in their States they 
certainly can move in as 18 of them have to do this to extend further? 

Mr. O’ConneE LL. I think that there are two points. One is that we 
believe that all individuals who can reasonably be covered, talking 
about individual employees, should be covered. 

Mr. Curtis. Well, now 

Mr. O’Connetu. I mean there is another side to this and that is 
that employers in these areas should be, I think—this is a Federal 
tax on employers. I don’t know whether I should want to argue the 
merits for-the philosophy of the tax on employers. But it is a 
Federal tax which is obtained by the tax on employers. This is one 
of our reasons, for instance, of feeling it is a Federal Government 
function to decide which employers should be covered. 

Mr. Curtis. Here is one bit of philosophy that I was sorry that 
wasn’t mentioned and I think it is very basic and probably one reason 
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some States have decided not to cover employers of one or more or 
down in this low category where all they are employing is the top 
four pople, is because you have an entirely different relationship 
between an employer of those few and an employer of larger num- 
bers. There is a very close personal relationship between an employer 
of three or less and in direct instances I think an examination would 
reveal they are members of the family in some way, relatives. Cer- 
tainly there are a lot of intangible fringe benefits that flow to an em- 
ployee where there remains this close relationship of employer and 
employee. Thatisafactor,isitnot? 

Mr. O’ConneELL. You have to distinguish a little, Mr. Curtis. In 
the first place, direct relationship within certain degrees would be 
excluded. 

Mr. Curtis. I appreciate that. You wouldn’t havea first or second 
cousin someone ¢ 

Mr. O’Connett. I would say the relationships which you have 
described can occur and I likewise say that there are many instances 
in which the employee is an employee in every true sense and would 
so identify himself. 

Mr. Curtis. Well, the point I am making at least, whether that 
holds water or not, is that as a general rule that is one of the reasons 
why some States have not gone down there and it isn’t because they 
are not interested in those employees; it is the fact that those em- 

loyees due to a close relationship are in a different economic category 

rom others. 

Now, I would think that we would have to think a long time before 
we as a blanket move made a standard all over the Nation, when 
many States apparently have found that for reasons that they think 
‘are good at any rate, it isn’t wise to go into that particular category. 

Mr. O’ConneELL. Almost all of the States have a provision whereby 
if the Federal Government were to extend the coverage they could 
immediately go in. 

Mr. Curtis. That is simply to protect themselves. They haven't 
decided as a matter of policy that they want to do that. I might 
ask this question. Do all States permit an option whereby an em- 
ployer of less than four can take out coverage if they want to? 

Mr. O’ConneE LL. I think all. 

Mr. Curtis. Yes. So that even in that area how much evidence 
do we have or how much material have we developed of the*recent 
unemployment picture and the present unemployment picture to find 
out how many of the unemployed, particularly the long-time un- 
employed are actually employees of an employer of four or less? 

Mr. O’Connexi. I don’t think we have detailed information nor 
can we get it too closely. Our best source of this kind of information 
comes from covered employment and they aren’t covered. 

Mr. Curtis. I understand that. Yet that would be an important 
thing to know because what little evidence seems to come on, taking 
the field of service, you noted that, of the employees of four or less 
are in the service fields, retail, real estate. Retinally in the service 
field we have a situation of more jobs available than there are people 
to fill them and I suspect that we would if we examined—let’s turn 
it around to another question. We have examined into where this 
unemployment that we are presently experiencing and did experience 
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for the past 2 years actually occurred and we know the bulk of it, I 
think, did not occur in this ae Wouldn’t you agree with that? 

Mr. O’Connetu. Yes, I would. 

Mr. Curtis. So it seems to me at any rate that whatever informa- 
tion there is in this area we would want to have it and I wonder, Mr. 
Chairman, if we could have —s for the record at this point what 

ject of the unemployment instances 


information there is on the su 
among employers of four or less 
The Cuamman. Without objection, that information will appear at 
this point in the record, Mr. O Connell. 
(The information follows :) 


EXTENT OF UNEMPLOYMENT AMONG WORKERS OF SMALL FIRMS 


In an average week, 1.9 million employees of firms which do not have 4 workers 
in 20 weeks of the year are excluded from unemployment insurance. Some of 
these establishments have 1, 2, or 3 employees the year round, while others may 
have a substantial number of workers, but do not operate for 20 weeks in the year. 

We estimate that the current rate of unemployment among the workers with 
no benefit rights because their employment was excluded by size-of-firm pro- 
visions is a little lower than that of covered workers. In January and February 
of this year, when the insured unemployment rate was 7.7 percent, the unemploy- 
ment rate among employees of small firms was 5.7 percent. There were approxi- 
mately 115,000 unemployed workers who had no benefit rights because their 
former firms had been excluded by size-of-firm provisions. Some insured workers 
also received less in benefits because part of their base period employment was 
with a small firm. 

The attached table shows that, of the businesses entitled to an unemployment 
insurance tax rate based on their own experience, about 57 percent of those with 
payrolls less than $5,000 a year were assigned tax rates below 1 percent, while 
about 52 percent of all rated employers had such low rates. Thus, the small 
firms which stayed in business long enough to receive an experience rate had 
slightly better experience, on the average, than larger firms. 

But a coverage limitation which requires employment in at least 20 weeks of 
a calendar year may exclude some sizable businesses. One State found, when 
the unemployed workers began filing claims, that an airbase construction job, 
employing thousands of workers, had been completed without 20 weeks employ- 
ment in either of 2 consecutive calendar years. 
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TABLE 6.—Size-of-taxable payroll distribution of rated accounts and assigned 
contribution rates, 48 States, rate years beginning in 1953 (data corrected to 
May 18, 1954) 


Taxable payroll 


Employer contribution rate ? 
$5,000 to | $10,000 to | $20,000 to 
$9,999 | $19,999 | $49,999 


Number of accounts 


190, 000 
rates ¢ 158, 
Percent of rated accounts with reduced 
rates 4 


th 
le 
of 


_ 


for Massachusetts, and Rhode Island since these States did not assign any 
reduced rates for the 1953 rate year. Also excludes data for Oklahoma since data based on con‘ tion 
rates effective July 1, 1953, were not available. 
2 Percentage of taxable ee ($3,000). 
’ He no po may not add to totals because of rounding. 
* Standard rate for all States is 2.7 percent. In Michigan seasonal employers (28 in 1953) are not rated 
but assigned a flat 3 percent. ' 


Note.—Represents latest data available on rated firms with payrolls of less than $10,000. 


Mr. Curtis. Now, just one final point. I do want to get this. As 
I understand the basic philosophy of unemployment insurance is to 
create a floor, not to actually give to the unemployed the equivalent 
loss of earnings; isn’t that correct ? 

Mr. O’Connetx. To maintain income at some level which will—— 

Mr. Curtis. At a subsistence level. 

Mr. O’ConneELL. Some level which will enable him to carry on. 

Mr. Curtis. Isn’t that also the philosophy of the Federal system ? 
I mean the Federal participation at least with the standards we have 
is to create more or less a floor upon which the States can go beyond 
as they see fit ? 

Mr. O’Conne LL. Yes, sir. 


ut $50,000 
3S and over 
ut 
213, 000 198, 000 
185, 000 171, 000 
86. 6 86.5 
Rates assigned: 
rs sins 69 25 12 ll 12 8 
of 453 116 71 97 87 
y 103 15 16 25 23 
r. Wl Shecinndaeeuntatencesbactndchaeesanahe 171 56 32 30 27 25 
th 6 1 1 1 1 1 
“ Percentage distribution of rated accounts by size of firm 
y- 
< Rate assigned: 
rs 100.0 15.8 14.9 24.5 24.9 
100.0 33.0 18.6 15.9 14.8 
100.0 18.9 12.0 23.8 26.7 
Percentage distribution of rated accounts by rate 
ans 100.¢ 100.0 100.0 100.0 100.0 100.0 
Rate assigned: 
10.3 7.4 5.9 5.6 4.3 
13.3 19.0 21.9 23.9 26. 2 
22.9 19.5 16.0 12.7 12.7 
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Mr. Curtis. I think that is an entirely different philosophy than 
one which would have the Federal Government go into the details of 
the program. 

Now, you have recommended the extension to covering the chari- 
table institutions and yet I do believe we have some problems that 
have kept us from moving into that area up to now. It isn’t because, 
and I can’t overemphasize it, of a lack of desire to want to cover those 
people but some of the inherent problems and they are not just ad- 
ministrative. In many of these charitable institutions you have— 
well, take your Catholic charitable institutions. There are not wages 
paid there and then we move on into the other kind and we have a 
very different kind of an employee. 

Now, it is true when we got over to the extreme end it is hard to 
distinguish between employees of, say, a hospital, a charitable hospital 
and those who are in what we might call ordinary employment. I 
grant you at that point it is hard to distinguish. But as we grade on 
over into this field we would get into some very difficult and compli- 
cated problems, I suggest. 

Let me ask you, is that true? 

Mr. O’Conne Lt. I think it is true to a modified extent. We of 
course exclude from here people who are actually in religious life. 

Mr. Curtis. I appreciate that. 

Mr. O’Connett. I think the definition of “employee” would be 
reasonably easy to interpret and apply here. 

Mr. Curtis. The line again, vies we say who is in religious life 
we get into combinations and I have seen it. I think it goes across 
the spectrum here. 

One other point here. The individual States can include these 
groups, can they not ? 

Mr. O’ConnELL. Yes, they could. Two States have such coverage 
and they are two new ones—Alaska and Hawaii—and it is a very 
new coverage, besides. 

Mr. Curtis. Would it be interesting and valuable to see how those 
programs work out there before we mové and apply the Federal ? 

Mr. O’Conne tu. I think it would be interesting and valuable to 
know how they work out. Whether that should be a reason for defer- 
ring the protection of the established identifiable employee who works 
in these establishments, I don’t think so. I think they should be 
considered now. 

‘Mr. Curtis. That is perfectly all right for us to consider. T am 
trying to figure out the basis upon which we will consider these things, 
and I was disturbed as your presentation seemed to put it on the basis 
of those who were concerned about the individual unemployed rather 
than as I determine at any rate the problems that are involved in both 
of these areas. I would have rather have seen and I had hoped 
we would have for the record a more intelligent discussion of the prob- 
lems involved in both of those areas so that this committee can have 
the advant of the Department’s experience in relation to these 
problems. It isn’t lack of desire, in my judgment, on the part of this 
committee or even the State legislature, because we have some very 
difficult problems and other values to weigh when we go, if we were 
to go, into these areas and that is the kind of information at least I 
would like to have. 
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(Information relative to the above discussion follows :) 


DISCUSSION OF NONPROFIT COVERAGE 


The legislative history of the Social Security Act reveals that the nonprotit 
exclusion was added in committee, with no record to indicate the reasons. A 
number of possible reasons have been advanced as arguments for continuing 
the exclusion. Reasons usually given in opposition are: 

(1) No unemployment among nonprofit employees so unemployment in- 
surance is not needed. 

(2) The nonprofit organizations can’t afford it. 

(3) Contradiction of customary tax exemption allowed these groups. 

(4) Interference with religious freedom, as applied to religious groups. 

(5) Administrative difficulties. 

The major argument is, usually, that the nonprofit worker is never unemployed 
and that, therefore, no purpose would be served by covering his employment, 
The data available from records of the Bureau of Old-Age Survivors and Dis- 
ability Insurance do not appear to support that argument. Whereas 66 percent 
of all workers covered by old-age survivors and disability insurance worked in 
every quarter of the year, only 44 percent of the workers who earned wages in 
nonprofit employment had wages from any source in all 4 quarters (table 1). 
Undoubtedly, many with less than 4 quarters of work were unemployed for part 
of the year. 

Hospitals account for about half of the employment which would be covered 
under the administration’s recommendation. According to a study made under 
the auspices of the American Hospital Association, the rate of personnel turnover 
in nonprofit hospitals among nurses, nursing aids, and attendants was 60 per- 
cent, compared to a factory turnover rate of 44 percent (table 2). 

Those nonprofit establishments which do have stable employment will, like 
profitmaking establishments, receive lower tax rates based on their experience. 

A second argument is that the nogprofit organizations cannot afford the con- 
tributions for unemployment insurance. But when workers are unemployed, 
their needs must be met by the community in some way. Both for the individual 
and for society, unemployment insurance is a more satisfactory way of meeting 
those needs than charity, public or private, or than expecting the worker and his 
family to bear the entire cost from their own resources. What is true for 
workers generally is equally true for the segment who work for nonprofit or- 
ganizations. To the extent that these organizations are supported by public 
donations, the money comes from the same individuals who would pay the wel- 
fare costs for assistance, government and private, to unemployed insured 
workers. 

Unemployment insurance costs should thus be regarded as an essenual part 
of the operating costs, as are the costs of workmen’s compensation or fire insur- 
ance premiums. Budgets for many of these institutions now include money for 
various kinds of benefits for their workers—sick leave, hospital insurance, life 
insurance, and occasionally severance pay. 

Moreover, not all nonprofit organizations rely exclusively or even primarily on 
public donations. Many of them sell goods or services, often in direct competi- 
tion with profitmaking institutions whose prices for their goods and services 
now must include the costs of unemployment insurance taxes. 

The payment of the unemployment insurance tax on wages paid to lay em- 
ployees would not constitute Government interference with religious freedom. 
Churches and church instrumentalities now are subject to State and local regu- 
lations on hours and conditions of work. They must carry workmen’s compensa- 
tion. They must comply with safety regulations and sanitary laws—and permit 
inspection of their premises and records to assure compliance with the various 
requirements. Goods sold by these organizations are subject to sales taxes, like 
similar goods sold by their competitors. 

Another argument is the administrative problems in certain areas. For most 
nonprofit employment, application of the coverage provisions will be easy to ad- 
minister. A few caSes may arise in which full exploration of the individual facts 
will be needed to determine whether a particular individual is to be covered as 
an employee or to be excluded as a minister or member of a religious order. 
As with the current problem of differentiating between employees and inde- 
pendent contractors, it is more difficult to formulate clearly and briefly a descrip- 
tion of the distinction than it is to make the decision in a specific case on the 
basis of the full story. 
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TABLE 1.—Proportion of all wage and salary workers under OASI coverage and 
of all nonprofit wage and salary workers under OASI elective coverage, by 
quarters of employment, 1951 and 1952 


1951 


Quarters employed 


Source: Bureau of Old-Age and Survivors Insurance. 


TABLE 2.—Annual turnover rates in general hospitals and in manufacturing, 
1955 


Percent 


Hospitals: 
All nonprofit 36 
Church 41 

Other nonprofit 65 32 
Government, non-Federal 60 37 
Manufacturing 


1 Hospital data from ‘“‘Analyzing Turnover Among Hospital Personnel,” pt. 2, E. Levine and Stuart 
Wright, Hospital, Journal of the American Hospital Association, September 1957; Manufacturing from 
Employment and Earnings, Bureau of Labor Statistics, February 1959, table B-1. 


The Cuarrman. Mr. Forand will inquire. 

Mr. Foranp. Mr. O’Connell, I was very much interested in that 
part of your statement relative to the Reed fund. I am wondering if 
= would provide the committee with a list and I don’t expect you to 

ave that now, but if you will provide it I am asking now, Mr. Chair- 
man, unanimous consent that it be made part of the record at this 
time. 

I would like to have a list of the States that borrowed from the Reed 
fund and the amounts borrowed and also if any have paid back any 
of their borrowings and also any distribution of the so-called surplus 
if any has been made since the Reed fund was inaugurated. 

Mr. O’Connett. We will be glad to furnish that. I think we have 
furnished some but we will make it complete. 

The CuatrmMan. Without objection it will appear at this point. 

Mr. Foranp. Thank you very much. 

(The information follows :) 
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(@) The following loans have been made from the Federal unemployment 


Amount Date bor- 
borrowed rowed 


July 1,1955 
Jan. 3,1957 
Feb. 12, 1958 
Apr. 4,1958 
July 18,1958 
Aug. 41 958 
Apr. 7,1959 


! Oregon attorney general ruled Governor did not have authority to request an advance and therefore ad- 
vance was returned. 
2 Pennsylvania requested $112, 000, 000 but balance in account only $95,043,303. 


(b) The following excess Federal tax receipts have been distributed to States: 
TABLE 22.—Eacess of Federal unemployment tag collections over employment 


security administrative costs credited to State unemployment trust fund ac- 
counts under the Reed Act 


Narn) 


Amounts credited— 


July 1, 1956 July 1, 1957 July 1, 1958 


Total - $71, 195, 220. 32 


Alabama 


Alaska_ 
Arizona. 


nN 
83 


Colorado__- 


on 


a 


38 


Qo 


po 


Maryland. 
Massachusetts 
Michigan. 
Minnesota. - 


n= 


S256 


= 


= 


New Hampshire 
New Jersey 
New Mexico 


Pr 


BRS 


North Carolina 


Oklahoma.. 
Oregon 
Pennsylvania 
Island 


oreo NN 


BREESE 


— 
~ 
C=) 


Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 51, 307. 67 3 49, 507. 02 


33! 


1 The total available amount is distributed among the States in the derail State of payrolls taxed under 
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The Cuatrman. Mr. Machrowicz will inquire. 
Mr. Macurowicz. Mr. Chairman, before inquiring I think I should 
make a few observations. 

One, that IT find myself, being one of the coauthors of the Federal 
standards bill, in the very unusual position of having to agree with 
the opponents of the Federal snailatls bill on the committee and 
criticizing the logic of the Department of Labor in expressing its 
views on that bill. 

Secondly, I think I must share the concern not only of the members 
of the committee but I think of the public at large that the Secretary 
of Labor because, and I quote your words— 


of personal commitments 


was unable to be here today to explain his position particularly since 
in the opening paragraph of your statement you say : 


We are discussing measures to alleviate human suffering. 


I would think that measures of that kind should require the Secre- 
tary’s presence, particularly since so many of his statements on this 
issue have been so contradictory. 

Now, may I ask you a few questions? 

I might state also that I am afraid to say that the confusion that 
exists in this matter has been contributed to somewhat by your 
testimony. 

You stated in the first part of your testimony in answer to questions 
I believe by the chairman, that you feel that the States are showing 
an increased awareness of responsibility. I am quoting your words 
now: 

And that the States have met and promise to meet the situation in a reasonably 
satisfactory manner. 

That is fine. But in answer to questions by Mr. Karsten, you seemed 
to indicate that not a single State has yet met the standards which 
have been set by the President. 

Mr. O’ConneEtt. I think we indicated that you could probably say 
that one or two have completely met them. 

Mr. Macwrowicz. You mentioned New Hampshire. I haven't 
heard you mention any others. I have here figures based on the data 
from the U.S. Bureau of Employment Security which show that the 
average weekly benefit paid for total unemployment in New Hamp- 
shire in 24 weeks. Would you say that meets the standards set by 
the President ? 

Mr. O’ConneEtt. No. It is now 26 weeks uniform, I understand. 

Mr. Macurowicz. What is that ? 

Mr. O’Connett. I understand it is 26 weeks. 

Mr. Macurowicz. The U.S. Bureau of Employment Security 
doesn’t seem to agree with you. 

Mr. O’Conneti. Mr. Murray says that that is the average paid in 
weekly benefit amount. 

Mr. Macurowicz. Then even giving you the benefit of that doubt, 

ou have the grand total of one comparatively small State in the 
nion having met the standards set by the President many years ago. 
Is that satisfactory progress in your opinion ? 
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Mr. O’Connett. They are still working on it. We would not say 
it is a satisfactory result at the present time. We would think that 
is satisfactory progress. 

Mr. Macurowicz. What did you mean when you said 

Mr. O’ConneE.t. We still have 28 States in session. Out of 18 
States that have gone home 10 took some and some considerable action 
during this period. An additional four States that are still in session 
also have taken action. This is in essence what we believe that the 
States have a full appreciation of their responsibilities and are work- 
ing toward reaching this reasonable level. 

Mr. Macnrowticz. Do you feel that the fact-—— 

Mr. O’Connetu. I would point out if I may that the wage loss 
which is made up under the system today, or was in 1958-59, was 27 

ercent of the wages lost, 1954-55, 25 percent 1949-50, 22 percent. 
Ve are moving pretty consistently forward, upward in this regard. 

_ Mr. Macnrowicz. Even though at the most one State, a compara- 
tively small State, so far has met the standards set by the President? 

Mr. O’Conneti. Right. 

Mr. Macurowicz. You wish to have your testimony stand that you 
are satisfied with that progress? 

Mr. O’Conne tt. I said we were not satisfied with the result; we 
were satisfied with the way in which progress was being made. 

ie. Macurowicz. Where is this progress? I haven’t seen any note 
of it. 

Mr. O’Connett. Since 1954 almost all the States have increased 
their benefit amounts; 28 have increased their duration. 

Mr. Macnurowrcz. How many have reached the maximum weekly 
benefit set by the President, the 50 percent ? 

Mr. O’Conneti. You mean the average wage? 

Mr. Macnrowicz. Average of 50 percent. 

Mr. O’Connetu. We already indicated probably only one or two. 

Mr. Macurowicz. One or two. You are satisfied with that 
progress ? 

_ Mr. O’Connewt. We are satisfied that they are making progress; 
yes. 

Mr. Macurowicz. Coming back to the statement made by Secre- 
tary of Labor Mitchell, which may or may not be the reason he is not 
here today, it seemed to me that you intérpret that statement differ- 
ently than has been generally interpreted and in that statement Mr. 
Mitchell said: 

It is my hope that the Congress next year when it convenes will look at this 


whole problem of unemployment compensation and adequacy of unemployment 
compensation— 


and please note these words— 


both in terms of duration and in terms of benefits so that we can set at the 
Federal level a standard which the States could properly follow. 

Is there in your opinion any other way to interpret that statement 
than as an endorsement of Federal standards for determination of 
duration and terms of benefits? 
~ Mr. O’Connett. I believe I have been requested by the committee 
to have the Secretary explain his statement. I would prefer not to 
explain his statement. 
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Mr. Macurowicz. I understood you to answer sometime before that 
you were speewns for the Secretary and I am sure that the Secre- 
tary must have known that this question would be asked because it 
has been generally attributed to him. 5 

Mr. O’Connetu. We have been asked to have a written explana- 
tion from the Secretary and I think that should cover the situation. 

Mr. Macurowicz. Now, you refer to the Federal Advisory Council 
on Economic Security, inferring that their report was not a report of 
the full committee. Is that correct? 

Mr. O’Conne.t. I was trying to in a sense indicate that the por- 
tions that were being read seemed to my recollection to be statements 
from a subcommittee report. I indicated that there might be a 
difference in the full committee report and I asked to submit the full 
report for the record. 1 

Mr. Macnrowicz. May I refresh your memory or. reading to you 
from the full committee report signed by the public members and 
the employee members and it says as follows: 

This legislation— 
speaking now of the temporary extension— 
points up the need for permanent legislation to assure that the States will provide 
adequate duration of benefits so that the need for Federal legislation and 
Federal appropriation of funds will not recur in future recession. 

The Federal Government has long accepted a responsibility for adequate 
protection of the unemployed. Heavy unemployment has its origins in the 
national economy rather than in that of individual States, and even localized 
pockets of unemployment are often attributable to technical or market changes 
beyond the control of individual States. Federal concern with the adequacy of 
protection is merely an extension of Federal concern with the existence of 
unemployment already expressed by Congress through the enactment of the 
original unemployment insurance provisions of the Social Security Act. 


Then I read further: 


Federal action is necessary to stimulate the States to provide levels of pro- 
tection that meet at least minimum objectives. Claimants with identical 
earnings and employment experience are today entitled to widely different 
amounts in different States. Variations in eligibility conditions and disqualifi- 
cations add to the disparity in benefits payable under identical circumstances. 
Most of these interstate differences do not reflect differences in wage levels or 
living costs. 

One major objective of the Federal unemployment tax was to eliminate inter- 
state tax competition as a deterrent to the establishment of an unemployment 
insurance program. Federal action of the sort proposed is needed to help remove 
the competitive disadvantage of States with more adequate benefits. 


Doesn’t that appear to you as being a full support of Federal stand- 
ards in the unemployment compensation bill ? 

Mr. O’Conneww. By that part of the Advisory Council, yes. 

Mr. Macurowicz. Now, isn’t it true also that Dr. Arthur Burns, 
the former Chairman of the Council of Economic Advisers to Presi- 
dent Eisenhower, has also urged publicly the need for at least the 
Federal standards which are sought in the bill ? 

Mr. O’Connetu. I don’t recall the exact time, but I am sure that 
he has. 

Mr. Macnrowrcz. Isn’t it true also that the Rockefeller Bros. Fund 
report of April 1958 also stated the need of the Federal minimum 
benefits standards ? 

Mr. O’Connext. I am not familiar. 
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Mr. Macurowicz. And the President has directly urged that these 
standards be obtained but they thought it should be done by State 
action, is that correct ? 

Mr. O’Connext. That is correct. : 

Mr. Macurowicz. Let me ask you this question, since we are talking 

uite frequently recently about the Federal budget and unbalancing 
the budget. Would you say that the Federal standards bill as pro- 
posed by several members of this committee would tend to unbalance 
the Federal budget ? 

Mr. O’ConneE t, I don’t think it enters into the budget. 

Mr. Macurowicz. I agree with you. Would you say that the exten- 
sion of the unemployment compensation bill as ap by the ad- 
ministration several months ago did tend to unbalance the budget ? 

Mr. O’ConneE LL. It enters into the immediate budget, yes. 

Mr. Macurowicz. So wouldn’t it be better, then, more advisable 
from the budgetary viewpoint to propose something like Federal 
standards rather than temporary measures? i 

Mr. O’Connewt. Actually, the temporary one gives you an expendi- 
ture this year, but since it is on a reimbursable advance basis, eventu- 
ally it will find its way back into the Treasury. It would have an ef- 
fect on an annual — 

Mr, Macnrowicz. Now, there has been some talk of States rights 
here. You have undoubtedly read the bill proposed by members of 
this committee, have you not? 

Mr. O’ConNELL, sir. . 

Mr. Macurowicz. Actually in that bill latitude is given to the States 
to present a choice between experience rating and flat tax rate deduc- 
tions. That is a standard which we are taking off, are we not? 

Mr. O’ConneELL. I would say yes. 

Mr. Macnrowicz. Weare giving the States more latitude? 

Mr. O’Connett, I would say you are giving the States latitude. 

m3 Macurowicz, They would have more latitude than they have 
now 

Mr. O’Connett. On this particular phase. 

Mr. Macurowicz. Do I understand, Mr. O’Connell, that the Secre- 
tary will be available after he talks to the unemployed tomorrow ? 

Mr. O’Conne tt. I understand that the Secretary gave to the chair- 
man some alternate dates. 

Mr. Macurowicz. I would suggest, Mr. Chairman, in view of the 
fact that there is quite obviously greater uncertainty about the position 
of the Department of Labor now than there was before, that the Secre- 
tary should be asked to be here either Friday or Monday, I under- 
stand those were the dates he has open. 

The Cuarrman. The Secretary did suggest that he would be avail- 
able on the 10th or the 13th. But on the 10th, Mr. Meany will appear 
before the committee, and on the 13th Mr. Reuther will appear before 
the committee. And at the time the Chair received the request from 
the Secretary that the date be changed from the 7th to either the 10th 
or the 13th, the Chair had agreed to hear Mr. Meany and Mr. Reuther, 
and did not feel that the committee could hear the Secretary and these 
gentlemen at the same time as well as the others that were being sched- 
uled for those days. 
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It is entirely possible if the committee wants him and if the Secre- 
tary can come, that we might have him at a later date but he cannot 
come on the 10th or 13th because of the schedule for those days which 
has been filled. 

Mr. Macurowicz. Mr. Chairman, I wouldn’t ask for that if it 
hadn’t been quite the consensus of opinion that confusion has been 
added rather than any light given to this subject so far as the testi- 
mony today is concerned. 

Mr. Curtis. Mr, Chairman, why don’t we wait and see what the 
Secretary says in his letter? 

Mr. Macurowicz. It is much easier to say something in the letter 
— you are not able to question him than when he is present, as you 

now. 

The Cuarrman. We can decide before the hearings are concluded 
whether we want him to come to the committee or not. 

Mr. Macurowicz. I might say I received further information that 
I would like to refer to. Since the State of New Hampshire has been 
stated as the one great scene of progress, the maximum benefit in 
New Hampshire is $32, its ave is $69, and the maximum is only 46 

reent of the average wage. Now, the Department says and the 

resident has recommended that it be 60 to 6624 percent. I don’t 
quite see how you got the State of New Hampshire into this. You 
certainly haven’t given us any enlightenment with that example. 

Mr. O’Connett. The President’s standard is that the great ma- 
jority of the people shall receive half of their pay. I think our indi- 
cation and detail from the New Hampshire figures is that more than 
half of the claimants—— 

Mr. Macurowicz. More than 46 percent. 

Mr. O’ConnELL. 46 percent. 

Mr. Macurowicz. Well, Mr. Chairman, I don’t think we will get 
very far so I will—— 

Mr. O’Connett. I think we can straighten that out because I don’t 
think the question is exactly accurate, but I think we can support our 
claim. 

Mr. Macurowicz. That is all, Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire, Mr. Secretary. 

Mr. Areer. Secretary O’Connell, I want to ask your counsel or your 
reaction to some elemental economic logic, as I understand it. Any 
additional cost on the businessman, the employer, will necessarily be 
transferred on the consumer, is that not correct ? 

Mr. O’ConnELL. Yes; it is. 

Mr. Aucer. This is elementary ? 

Mr. O’Connetu. Yes. If there are additional costs prices even- 
tually reflecting this cost. will seem to reach the consumer. 

Mr. Arcer. So this will result in higher prices? 

Mr. O’ConneELu. Yes. 

Mr. Aucrr. Higher prices, I judge—you correct me if I am wrong— 
will mean a lesser consumer purchasing power ? 

Mr. O’Connett. I think that the effect in money is actually too 
small to reflect on prices. 

_ Mr. Arcrr. But it is a matter of degree. It would not be for you 
or me to say it is toosmall. It might be not too small to a man paying 
the higher price. I think to the wage earner we might not say. You 
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and J, it may be inconsequential. Anyway, there will be a higher 
cost 

Mr. O’Connexw. It would be increased cost which could lead to 
higher rices. 

Mr. Aveer. All right. Put it your way. I am not sparring with 
you. Lam trying to get at elementary facts. 

Mr. O’Connetu. I am not sparring either. 

Mr. Averr. I know you are not. All right. We are very con- 
cerned in this particular measure with limited or reduced purchasing 
power because of people not having wages. We want to help them. 
Is that not correct 

Mr. O’Connewu. Yes; I think that is correct. 

Mr. Ager. Now we are talking about, then, about reduced pur- 
chasing power. It is a question now of whose reduced purchasing 
power? As I see it, whether it is the man who is out of work, we 
want to help now and certainly we want to help him, or whether we 
want to reduce everyone else through the higher prices that neces- 
sarily must result because of the unemployment we have in this case. 
Let me ask you, since economically I believe this is correct, what we 
are really doing now, then, as I see it, is redistributing the consumer 
purchasing power as an aid to some who need it now because of loss of 
income at the expense of others. In other words, we are redistribut- 
ing the risk, is that not correct? 

Much as the entire idea of insurance and economically everyone 
buys insurance, everyone who is participating pays in a certain amount. 
What we are doing is redistributing risk. 

Mr. O’Conne tt. I think actually from the economic point of view 
it is quite possible that the smaller employers may be the employers 
who get the greater benefit from continuation of income to the un- 
employed worker. The main advantage, it seems to me, of an unem- 
ployment check or unemployment insurance is that it continues a 
person’s ability to carry on in part at least his regular personal eco- 
nomie life and this, of course, means that he maintains his purchasing 
at the level, whatever level he can support and probably as much of 
that goes to the smaller employer as goes to the larger. 

Mr. Axcer. I wouldn’t disagree with that. It still reduces the pur- 
chasin. power of the consumer so. 

Mr. 0 ConneLt. The actual effect of these increases on the total tax 
bill according to our estimates is about seven-tenths of 1 percent in 
covered employment. 

Mr. Atcer. Any figures you have of that type that would show the 
impact upon the average wage earner across the country in his pur- 
chasing power I am sure we ought to have as part of this hearing. 

Mr. O’Connett. I will be glad to submit that. 

Mr. Acer. I would like permission, Mr. Chairman, that that be 
included at this point. In order to be fair about it, include this 
elementary economics as I see it. We need to recognize that everyone 
is affected by prices. I guess everyone ought to be equally protected 
and in having continued wages, then are they ? 

Mr. O’Connett. To the limit of practicality. In philosophy, yes, 
everyone to some degree. 

Mr. Acer. Otherwise we are setting up further inequities. 
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Thank you, Mr. Chairman. I ask permission, Mr. Chairman, that 
the figures Secretary O’Connell mentioned about the impact of in- 


creased prices appear. 
The CHatrMan. Without objection that material will appear at 


this point in the record. 
(The information follows :) 


It is extremely doubtful that extending the unemployment insurance tax to 
the firms now excluded by the requirement of four workers in 20 weeks would 
have any impact on prices. For one thing, their larger competitors are already 
paying the unemployment insurance tax. The 1,143,000 employees excluded by 
size-of-firm provisions are well distributed throughout the 34 States which do not 
cover employers of 1 or more, and in a variety of industries within those States. 
The larger covered establishments account for the overwhelming proportion of 
all workers. 

Moreover, for the small employers as well as for presently covered employers, 
the unemployment insurance tax represents a very small proportion of the cost 
of doing business. Total payroll costs for individual proprietors in the trade 
and service industries (the predominant industries for small employers) are 
about 10 percent of the net costs of goods sold and business deductions allowed. 
Thus, an additional 3 percent tax on payrolls would represent an overall in- 
crease in business costs of only about three-tenths of 1 percent. Furthermore, 
this amount represents a business cost and can be used in figuring income tax 
liability. The unemployment insurance tax thus represents such an extremely 
small net addition to the costs of doing business for the small employer that its 
impact on prices would not be measurable. 

Any probable increase in unemployment taxes for employers already covered 
would also have a negligible impact on prices, since the amount involved is rela- 
tively so small a factor in business costs. Increases in the unemployment tax 
resulting from the increased tax base, or of increased benefits to meet the Presi- 
dent’s recommendation, would be but a small fraction of business costs. For 
example, in 1957, total unemployment insurance taxes paid by employers were 
$1.5 billion, while total wages and salaries in covered employment were $174 
billion. Unemployment insurance taxes thus represented only seven-tenths of 
1 percent of the wages and salaries of covered workers, excluding other fringe- 
labor costs. It is estimated that labor costs represent about 65 percent of total 
production costs, thus further reducing the relative significance of the cost of 
unemployment taxes. Whether or not a tax increase is passed along to the con- 
sumer in the form of higher prices depends largely on the interplay of the total 
cost situation of the employer, the market situation for his products, and the 
mechanism employed for developing and establishing his prices. It may instead 
be passed back to the employee in deferred wage increases or absorbed by the 
employer in profits. 

The economics of payroll taxes paid by employers is very complex.’ Aside 
from the incidence of the tax, its deflationary or inflationary impact will depend 
upon a combination of factors. Whether payroll taxes are inflationary or de- 
flationary wiil depend somewhat on whether it is a period of prosperity or re- 
cession. It will also depend upon whether reserves are being accumulated (when 
the taxes will have a deflationary effect) or whether more is being paid out in 
benefits than is paid in taxes (which will be inflationary in effect). 

Unemployment insurance is usually a counter-cyclical force in the economy: 
contributions usually exceed benefit payments only during periods of prosperity 
and inflation; benefit payments are usually greater than taxes during periods of 
unemployment and deflation. 


The Cuatrman. No further questions? 

Mr. O’Connell, in the event that the committee should desire to have 
the Secretary himself appear in connection with these hearings we 
may extend an invitation to him. He gave me the dates of the 10th 
and 13th as though those were the only dates he might be available. 
Do you know whether or not his schedule might be such that he could 
possibly come one day after the 13th, if not on the 13th? 


1For a complete discussion, see “Economics of Social Security,” by Seymour Harris 
(McGraw-Hill Book Co., Inc., New York, 1941), p. 455. 
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Mr. O’Conneww. Mr. Chairman, I don’t know at this point but we 
could advise you very quickly tomorrow. 
The CuairMan. I would like to have that information by the morn- 


ing if you will relay it to us. 
t me ask you further, do you have a copy of legislation that would 
carry out the recommendations that you made to us this morning ¢ 
Mr. O’ConnELL. I don’t have one right here but we have forwarded 
copies and we could send copies to you, Mr. Chairman. 


Che CuarrmMan. Without I think it would be appropriate 
for such material to g tyes at this point in the record. 
(The information follows :) 


STATEMENT IN EXPLANATION OF A DRAFT BILL To REVISE AND IMPROVE THE 
FINANCING PROVISIONS OF THE EMPLOYMENT SECURITY PROGRAM 


This draft bill is designed to revise titles IX and XII of the Social Security 
Act and the Federal Unemployment Tax Act to provide for (1) the creation of a 
Federal employment security administration account in the unemployment trust 
fund into which all Federal unemployment tax collections would be appropriated 
and out of which all funds for administrative grants and expenses, and transfers 
to other accounts, would be paid; (2) the authority to make repayable advances 
to the Federal employment security administration account from a revolving fund 
created in the Treasury, and the authority to appropriate funds to the revolving 
fund; (3) the repayment from the Federal employment security administration 
account of advances to that account and advances to the Federal unemployment 
account whenever the amount in the administration account is adequate for such 
purpose; (4) the application of any excess in the administration account above 
authorized expeuses, first to the building up of a balance in the Federal unem- 
ployment account equal to 0.4 percent of taxable payrolls or $550 million, which- 
ever is greater, second to the building up of a balance of $250 million in the 
administration account itself, and third for distribution to the States: (5) the 
transfer to the administration account of any amount in the Federal unemploy- 
ment account at the end of a fiscal year which exceeds 0.4 percent of taxable 
payrolls or $550 million, whichever is greater; (6) the crediting to the Federal 
unemployment account as a payment against any unpaid balance due on an 
advance to a State of any excess in the administration account which would 
otherwise be distributed to such State; (7) a report by the Secretary of Labor 
every 4 years beginning in January 1963 as to the adequacy of the tax rate and 
the taxable wage base of the Federal Unemployment Tax Act; (8) the tightening 
of the eligibility requirements for a State to be eligible for an advance under 
title XII; and (9) an increase to $4,200 of the taxable wage base of the Federal 
Unemployment Tax Act. 


PRINCIPAL PROVISIONS OF THE BILL 


A. The provisions of section 2 of the bill are designed to revise title [X of the 
Social Security Act. 

1. Such provisions would establish a Federal employment security administra- 
tion account in the unemployment trust fund. All Federal unemployment tax 
collections would be appropriated to this account and all administrative grants 
and expenses would be paid or reimbursed out of, and all transfers to other 
accounts would be made out of, the account. It would thus establish a trust 
account similar to the trust funds which now exist for OASDI and the Rail- 
road Unemployment Insurance Act. 

This proposal for a trust account effectuates the recommendation of the 
President in his budget message delivered in January 1959. In addition, both 
the Federal Advisory Council and the Interstate Conference of Employment 
Security Agencies have endorsed this proposal. 

2. Such provisions would direct the transfer from the Federal employment 
security administration account— 

(a) To the Treasury, of amounts necessary to reimburse expenditures 
for refunds of unemployment taxes ; 

(b) To the Federal unemployment account, of the amount of advances 
repaid by a State through additional taxes paid by employers by reason of 
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reduced credits, and transfer of any excess to the State’s account in the 
unemployment trust fund ; 

(c) To the Treasury, of the amount of additional taxes paid by reason 
of the reduced credits provision of section 104 of the Temporary Unemploy- 
ment Compensation Act of 1958, as amended, and transfer of any excess to 
the State’s account in the unemployment trust fund; 

(d) Of expenditures authorized by the Congress to be made out of the 
administration account for grants to the States and the expenses of the 
Department of Labor ; and 

(e) To the Treasury, of amounts necessary to reimburse the employment 
security expenses of the Department of the Treasury. 

These provisions are substantially similar to those in the present law except 
that tax receipts would be paid into, and transferred out of, the Federal employ- 
ment security administration account, the new trust account established by the 
bill. 

3. Such provisions would direct the Secretary of the Treasury to make 
interest-bearing, repayable advances to the Federal employment security ad- 
ministration account. Advances to the administration account would be made 
from a revolving fund created by the bill to which appropriations would be 
authorized in such amounts as may be necessary to carry out the purposes of 
the administration account. 

Advances to the administration account would not be authorized in a fiscal 
year if the amount in the administration account at the beginning of the 
fiscal year equals $250 million, nor would advances be authorized in any fiscal 
year in an amount which exceeds the amounts authorized by Congress to be 
expended for grants to the States and the expenses of the Department of Labor. 

Such an advance would be necessary to establish the administration account 
and to take care of the administrative expenses during the 7-month period 
between the beginning of the fiscal year and January 31, when Federal unem- 
ployment taxes become due. It is estimated that an appropriation of a repay- 
able advance in the amount of $190 million would be adequate for fiscal year 
1960 if the appropriation request of $335,500,000 for fiscal year 1960 is approved. 
A balance of $250 million in the administration account, authorized by this bill, 
would provide a margin for future increases in administrative costs and for 
years in which tax collections were less than necessary expenses. 

Advances to the administration account would be repayable with interest 
when the Secretary of the Treasury, in consultation with the Secretary of Labor, 
believes that the amount in the administration account is adequate for such 
purpose. Advances to the Federal unemployment account would also be repay- 
able from the administration account. 

4. Such provisions prescribe the method for determining the excess, if any, 
in the Federal employment security administration account at the end of each 
fiscal year. These excesses would first be applied to the building up of a balance 
in the Federal unemployment account equal to 0.4 percent of payrolls taxable 
under the Federal Unemployment Tax Act or $550 million, whichever is greater. 
Next, the excesses would be used to build up a reserve of $250 million in the 
administration account. Any remaining excesses would be distributed to the 
States’ accounts in the unemployment trust fund. The excess for any fiscal 
year is the excess of the amount in the administration account over the reserve 
already established in the administration account. 

5. Such provisions would authorize the building up of the balance in the 
Federal unemployment account to an amount equal to 0.4 percent of taxable 
payrous for the preceding calendar year or to $550 million, whichever is greater, 
out of any excesses in the Federal employment security administration account 
which are determined at the end of each fiscal year. 

The $200 million balance now authorized for the Federal unemployment ac- 
count has proven inadequate. Although once established at the authorized 
maximum (as recently as the end of fiscal year 1958), the balance in the account 
is now zero. The account is short about $15,500,000 of meeting a recent request 
from the State of Pennsylvania for an advance of $112 million. Advances have 
been made to Alaska and Michigan of $8,265,000 and $113 million, respectively. 
Delaware, West Virginia, and Oregon are now eligible for advances but applica- 
tions, if made, could not be met. 

The recent experience with States’ eligibility for advances indicates a necessity 
for a higher statutory balance in the Federal unemployment account, and this 
need may be even greater in the future. 
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The proposed automatic adjustment is preferable to a fixed dollar balance 
because it would build up the balance in the Federal unemployment account 
automatically as taxable payroll increases and would thus be more adequate 
for necessary advances when potential benefit liability of the States is high. 

A balance equal to 0.4 percent of a $4,200 taxable wage base in fiscal year 
1960 would result in a statutory fund balance of approximately $555 million 
under present coverage provisions and of $605 million if the Department’s recom- 
mendations for extending coverage were enacted. ' j 

_Such provisions direct the transfer to the Federal employment ‘security ad- 
ministration account of any amount in the Federal unemployment account which 
at the end of a fiscal year exceeds 0.4 percent of taxable payrolls or $550 million, 
whichever is greater. Thus, any repayments by States which would increase 
the balance in the Federal unemployment account above the authorized amount 
would be used to repay advances made to the Federal unemployment account 
and tie administration account, to build up the reserve in the administration 
account to $250 million, or if not necessary for these purposes, for distribution 
to the States. 

6. Such provisions would authorize the builidng up of a reserve of $250 
million ‘in the Federal employment security administration account. This re- 
serve would be built up out of excesses in the administration account after the 
authorized balance had been established in the Federal unemployment account. 

Once established, the reserve balance would obviate the necessity for advances 
to the administration account. As pointed out before, this reserve would also 
provide a margin for future increases in administrative costs and for years in 
which tax collections were less than necessary expenses. 

7. Such provisions would direct the distribution to the States of any excesses 
in the administration account remaining after the balance in the Federal 
unemployment account and the reserve in the administration account have been 
built up to the amounts specified. 

The formula for such distribution is the same as in the present law except 
that the amount otherwise available for distribution to a State would be first 
applied against any remaining balance of advances made to the State under title 
XII. It seems reasonable that any distribution of Federal taxes to a debtor 
State should be applied first to the repayment of the State’s outstanding ad- 
vances. This will assure the earliest repayment of advances and may save em- 
ployers in the State from higher Federal taxes to repay unpaid advances. 
This proposal has been discussed with and recommended by the Interstate Con- 
ference of State Employment Security Agencies. Money distributed to the 
States would continue, as now, to be available for use for benefits or adminis- 
trative costs. 

8. The remaining provisions of title IX would be amended to reflect the cre- 
ation of the new Federal employment security administration account. 

9. Such provisions direct the Secretary of Labor to report to the Congress 
during January of every fourth year, beginning in January of 1963, his recom- 
mendations as to the need for changing the Federal unemployment tax rate or 
the monetary limitation on wages taxable under the act. A review of the 
Federal unemployment tax structure every 4 years would assure serious con- 
sideration of any needed revisions by each administration. In addition, the up- 
ward trend in wages since the Second World War, if it continues, would justify 
such a periodic review. 

B. The provisions of section 3 of the bill are designed to revise title XII of 
the Social Security Act. 

Such provisions would make a State eligible for an advance only if at the 
end of any month (instead of a quarter as under the present law) its reserve 
has fallen below benefits paid in the last 6 months (instead of 12 months). If, 
however, in any month the total advances for which States can qualify exceed 
the balance in the Federal unemployment account, the Secretary would certify 
advances only to those States whose reserves were equal to less than the com- 
pensation paid in the preceding 3 months. 

The amount of the advance would continue to be the amount requested by 
the Governor, but in no event would a State receive in 3 months an aggregate 
amount more than the highest total compensation paid out in the State during 
any one of the four calendar quarters preceding the last application for an ad- 
vance, This limitation is comparable to that in the present law. 

Tightening up the qualifying requirement for an advance and permitting 
qualification at the end of each month—to safeguard against insolvency due to 
the timing of short, severe seasonal drains—would assure that advances will be 
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sought only to meet current emergencies and would tend to lessen drains on the 
Federal unemployment account that are not absolutely necessary. The further 
provision that when funds in the Federal unemployment account are very low 
advances would be made only to States whose reserves are less than benefit 
expenditures during the preceding 3 months would assure that in an emergency 
situation only States with the most acute need would get an advance. 

Such provisions would continue to authorize voluntary repayment of advances 
by transfer of funds from a State’s account to the Federal unemployment ac. 
count, and the appropriation of repayable advances to the Federal unemploy- 
ment account. 

C. The provisions of section 4 of the bill would repeal subsection (b) of section 
104 of the Temporary Unemployment Compensation Act of 1958 since the pro- 
visions of subsection (b) would be included in title IX by this bill. 

Subsection (b) provides for the appropriation to the unemployment trust 
fund and crediting to a State’s account of the amount of additional taxes re- 
ceived with respect to the State by reason of the reduced credits provision of 
the Temporary Unemployment Compensation Act of 1958 which exceed the 
amounts restorable under the act. 

The comparable provisions in title IX are substantially similar to the pro- 
visions of subsection (b) except that additional taxes would be paid into the 
Federal employment security administration account and then transferred to 
the State’s account. 

D. The provisions of section 5 of the bill are designed to increase the taxable 
wage base from $3,000 to $4,200, effective with respect to wages paid after 
December 31, 1959, by amending the definition of “wages” in section 3306(b) (1) 
of the Federal Unemployment Tax Act. 

According to estimates prepared on the basis of the present law, Federal 
unemployment tax collections in fiscal year 1959 will be $4 million less than 
administrative expenditures for that year. The estimated surplus for fiscal year 
1960 will be $4 million, barely enough to make up the deficit of the year before. 
No substantial surplus is expected in fiscal years following 1960. Therefore, 
it seems imperative that the Federal unemployment tax yield be increased to 
provide ample funds for meeting the administrative expenses of the program, 
and to provide enough of a surplus to build up the Federal unemployment 
account and the Federal employment security administration account, and to 
repay advances to these accounts. 

An increase in the tax base from $3,000 to $4,200 effective with respect to 
wages paid after December 31, 1959, would, it is estimated, without any extension 
of coverage, produce in calendar year 1960 about $416 million, which is $72 mil- 
lion or 21 percent, above revenues at the present base. The extension in coverage 
proposed by this Department would produce an additional Federal tax yield of 
about $40 million. bs 

The Federal Advisory Council recommended that the taxable wage base be 
increased to $3,600. This was based, however, only on the necessity for provid- 
ing for administrative costs in the immediate future. A $1,200 increase (to 
$4,200) is proposed in the bill because a $600 increase would not meet the fore- 
seeable administrative expenses of about $360 million including about $20 million 
for the administrative costs of the proposed increase in coverage, and would not 
leave enough surplus to build up the Federal employment security administra- 
tion and Federal unemployment accounts within a reasonable period. Even with 
a $4,200 tax base it would take until fiscal year 1968 to build up the Federal un- 
employment account to 0.4 percent of taxable payrolls or $550 million, which- 
ever is greater, and the administration account to $250 million. This would take 
2 years longer with a $3,600 tax base, and would thus delay the repayment of 
advanees made to either of the accounts. 

Administrative costs will be further increased by changes in duration as a 
result of State action. As of March 13, 1959, such legislation had already been 
enacted in one State, had passed both houses in four States, had passed one 
house in six States, and had been introduced with strong backing in seven States. 
The proposed increases are substantial—a maximum duration of 30 or more 
weeks would be provided by proposed amendments in eleven States. Five other 
State legislatures are considering increased duration based on the level of in- 
sured unemployment and one State legislature is considering increased duration 
based on the level of insured unemployment and the trend of exhaustions. 

It is estimated that an increase in tax base from $3,000 to $4,200 would also 
increase State tax collections in calendar year 1960 by $324 million, if State tax 
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usted ard. Many of the States need to inerease their 
up for heavy drains during this and last 
year. Four States have, of their own accord, increased taxable wages to $3,600 
(Delaware, Nevada, Oregon, and Rhode Island) and Alaska has increased taxable 
wages to $4,200. Several more States are proposing to do likewise. 

E. In addition to the above substantive amendments, the bill would make some 
technical changes in titles IX and XII. 

(The bill follows :) 


AN ACT To establish a new account in the U loyment Trust Fund to whieh an amount 
equal to all Federal unemployment taxes collected shall be appropriated, and out of 
which all employment security administrative expenses shail be siivams to increase the 
amount of-the reserve in the Federal unemployment account for advances to the States, 


to increase the amount of wages subject to taxation under the Federal Unemployment 


Tax Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Iimploy- 
ment Security Administrative Financing Amendments of 1959.” 

Sec. 2. Title IX of the Social Security Act is hereby amended to read as fol- 
lows : 


“TITLE IX—MISCELLANEOUS PROVISIONS RELATING TO EMPLOY- 
MENT SECURITY 


“APPROPRIATIONS 


“Sec. 901. (a)(1) There is hereby established in the Unemployment Trust 
Fund a Federal employment security administrattion account. There is hereby 
appropriated to the Unemployment Trust Fund for credit to the Federal employ- 
ment security administration account, out of any moneys in the Treasury not 
otherwise appropriated, for the fiscal year ending June 30, 1960, and for each 
fiscal year thereafter, an amount equal to 100 per centum of the taxes (includ- 
ing interest, penalties, and additions to the taxes) received under the Federal 
Unemployment Tax Act and covered into the Treasury. 

“(2) The amount appropriated by paragraph (1) shall be transferred from 
time to time from the general fund of the Treasury to the Unemployment Trust 
Fund and credited to the Federal employment security administration account. 
Each such transfer may be based on estimates made by the Secretary of the 
Treasury ; and proper adjustments shall be made in sums subsequently trans- 
ferred to the extent prior estimates were in excess of or were less than the 
amount actually appropriated. 

“(b) The Secretary of the Treasury is directed to pay from the Federal 
employment security administration account into the Treasury as repayments 
to the account for “refunding internal revenue collections” amounts equal to al) 
oe of Federal unemployment taxes including interest payable on such 
refunds. 

“(c) The Secretary of the Treasury is directed to transfer from time to time 
from the Federal employment security administratién account— 

“(1)(A) To the Federal unemployment account an amount equal to the 
amount by which 100 per centum of the additional tax received under the 
Federal Unemployment Tax Act with respect to any State by reason of 
the reduced credits provision of section 3302(c) (2) of such Act and covered 
into the Treasury for the repayment of advances made under section 1201 
to the State, exceeds the sum transferred to the account of such State pur- 
suant to subparagraph (B) of this paragraph. Any amount transferred 
pursuant to this subparagraph shall be credited against, and shall operate 
to reduce, the remaining balance of advances made under section 1201 to 
the State with respect to which employers paid such additional tax. 

“(B) To the account in the Unemployment Trust Fund of the State with 
respect to which employers paid such additional tax a sum equal to the 
amount by which such additional tax received and covered into the Treas- 
ae. Mn the remaining balance of advances made under section 1201 to 

e State. 

“(2)(A) To the general fund in the Treasury, an amount equal to the 
amount by which 100 per centum of the additional tax received under the 
Temporary Unemployment Compensation Act of 1958 with respect to any 
State by reason of the reduced credits provision of section 104 of such Act 
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and covered into the Treasury, exceeds the sum transferred to the account 
of such State pursuant to subparagraph (B) of this paragraph. 

“(B) To the account in the Unemployment Trust Fund of the State with 
respect to which employers paid such additional tax, a sum equal to the 
amount by which such additional tax received’and covered into the Treasury 
exceeds the total amount restorable to the Treasury under section 104 of the 
Temporary Unemployment Compensation Act of 1958, as limited by Public 
Law 85-457. 

Transfers under this subsection shall be as of the first day of the month succeed- 
ing the month in which the moneys were credited to the Federal employment 
security administration account pursuant to subsection (a) (2). 

. “(d) There are hereby authorized to be made available for expenditure out 
of the Federal employment security administration account for the fiscal year 
ending June 30, 1960, and each fiscal year thereafter, such amounts as the Con- 
gress may deem appropriate— 

“(1) for the purpose of assisting the States in— 

“(A) the administration of their unemployment compensation laws as 
provided in title III (including administration pursuant to agreements 
under any Federal unemployment compensation law, except the Tem- 
porary Unemployment Compensation Act of 1958, as amended), 

“(B) the establishment and maintenance.of systems ef public employ- 
ment offices in accordance with the Act of June 6, 1933, as amended (29 
U.S.C., secs. 49-49n), and 

“(C) carrying into effect 38 U.S.C., section 2012; 

“(2) for the necessary expenses of the Department of Labor for the per- 
formance of its functions under— 

“(A) this title and titles III and XII of this Act, 

“(B) the Federal Unemployment Tax Act, 

“(C) the provisions of the Act of June 6, 1933, as amended, 

“(D) subchapter II of chapter 41 (except section 2012) of title 38, 
United States Code, and 

“(E) any Federal unemployment compensation law, except the Tem- 
porary Unemployment Compensation Act of 1958, as amended. 

“(e) The Secretary of the Treasury is directed to pay from the Federal em- 
ployment security administration account into the Treasury as miscellaneous 
receipts the amount estimated by him which will be expended during a three 
month period by the Treasury Department for the performance of its functions 
under— 

“(1) this title and titles III and XII of this Act, including the expenses 
of banks for servicing unemployment benefit payment and clearing ac- 
counts which are offset by the maintenance of balances of Treasury funds 
with such banks, 

“(2) the Federal Unemployment Tax Act, and 

“(3) any Federal unemployment compensation law with respect to which 
responsibility for administration is vested in the Secretary of Labor; 

excluding, however, its functions under the Temporary Unemployment Compen- 
sation Act of 1958, as amended. If it subsequently appears that the estimates 
under this subsection in any particular period were too high or too low, ap 
propriate adjustments shall be made by the Secretary of the Tresury in future 
payments. 

“(f)(1) There is hereby created a revolving fund in the Treasury which 
shall be available to make the advances authorized by this subsection. There 
is hereby authorized to be appropriated, without fiscal year limitation, to said re 
volving fund such amounts as may be necessary for the purposes of this section. 
The Secretary of the Treasury is directed to advance from time to time to the 
Federal employment security administration account from said fund such sums 
as may be necessary for the purposes of this section, but in no event shall such 
advances— 

“(A) be made after the balance in said account at the beginning of any 
fiscal year shall equal $250 million, or 

“(B)-shall they exceed in any fiscal year the amounts authorized by Con- 
gress to be expended under subsection (d). 

Such advances shall bear interest until repaid at a rate equal to the average 
rate of interest, computed as of the end of the calendar month next preceeding 
the date of such advance, borne by interest-bearing obligations of the United 
States then forming a part of the public debt; except that where such average 
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rate is not a multiple of one-eighth of 1 per centum, the rate of interest shall 
be the multiple of one-eighth of 1 per centum next lower than such average rate. 

“(2) Advances to the Federal employment securiy administration account 
made under this subsection, plus interest accrued thereon, and advances to the 
Federal unemployment account made under section 1202(b) shall be repaid by 
transfer from the Federal employment security administration account of the 
necessary amounts at such times as the amount in the Federal employment se- 
curity administration account is determined by the Secretary of the Treasury, 
in consultation with the Secretary of Labor, to be adequate for such purpose. 
Any amount transferred as a repayment under this paragraph shall be credited 
against, and shall operate to reduce, first, any remaining balance of advances 
(plus accrued interest) repayable under this subsection, and then any remain- 
ing balance of advances repayable under section 1202(b). 

“(g¢) The Secretary of the Treasury shall deterinine as of the close of each 
fiscal year, beginning with the fiscal year ending June 30, 1960, the excess, if 
any, in the Federal employment security administration account. The excess for 
any fiscal year shall be the amount by which the amount in the account as of the 
close of the fiscal year exceeds whichever of the following is the lesser: 

“(1) $250,000,000, or 
“(2) the aggregate of the amounts retained in the account pursuant to 
section 902(b) prior to the close of such fiscal year. 

“Sec. 902. (a) (1) Whenever the Secretary of the Treasury determines pur- 
suant to section 801(g) that there is an excess in the Federal employment 
security administration account as of the close of any fiscal year, there shall be 
transferred (as of the beginning of the succeeding fiscal year) to the Federal 
unemployment account the total amount of such excess or so much thereof as is 
required to inerense the amount in the account to whichever of the following is 
the greater: 

“(A) $550,000,000, or 

“(B) the amount equal to four-tenths of 1 per centum of the total wages 
subject to taxation under the Federal Unemployment Tax Act for the cal- 
endar year immediately preceding the determination of such excess. 

“(2) The amount, if any, by which the amount in the Federal unemployment 
account as of the close of any fiscal year exceeds the greater of the amounts 
specified in subparagraphs (A) and (B) of paragraph (1) shall be transferred 
to the Federal employment security administration account as of the close of 
such fiscal year. 

“(b) Whenever the total amount determined pursuant to section 901(g) 
to be excess in the Federal employment security administration account as of 
the close of any fiscal year is not transferred to the Federal unemployment 
account under subsection (a) (1), there shall be retained in (as of the beginning 
of the sueceeding fiscal year) the Federal employment security administration 
account so much of the remainder of such excess as equals whichever of the 
following is the lesser : 

“(1) the total amount of such remainder, or 

“(2) the amount by which $250,000,000, plns the amount determined 
pursuant to section 901(g) to be excess in the account as of the close of 
such fiscal year, exceeds the amount in the account as of the close of such 
fiscal year. 

“Sec. 903. (a) So much of any amount determined pursuant to section 901 (zg) 
to be excess in the Federal employment security administration account as of 
the close of any fiscal year as is not transferred to the Federal unemployment 
account under section 902(a) (1) nor retained in the Federal employment secur- 
ity administration account under section 902(b) shall, except as provided in 
subsection (b) of this section, be transferred (as of the beginning of the succeed- 
ing fiscal year) to the accounts of the States in the unemployment trust fund. 
Each State’s share of the funds to be transferred under this subsection as of any 
July 1 shall be determined by the Secretary of Labor and certified by him to 
the Secretary of the Treasury on or before that date on the basis of reports 
furnished by the States to the Secretary of Labor by the preceding June 1 and 
shall bear the same ratio to the total amount to be so transferred as the amount 
of wages subject to contributions under such State unemployment compensation 
law during the preceding calendar year which have been reported to the State 
by the May 1 of the current calendar year bears to the total of wages subject 
to contributions under all State unemployment compensation laws during such 
calendar year which have been reported to the States by such May 1. 
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“(b) (1) If the Secretary of Labor finds that on July 1 of any fiscal year— 

“(A) a State is not eligible for certification under section 303, or 

“(B) the law of a State is not approvable under section 3304 of the 
Federal Unemployment Tax Act, 

then the amount available for transfer to such State’s account shall, in. liey 
of being so transferred, be transferred to the Federal unemployment account 
as of the beginning of such July 1. If, during the fiscal year beginning on such 
July 1, the Secretary of Labor finds and certifies to the Secretary of the Treas- 
ury that such State is eligible for certification under section 303, that the law 
of such State is approvable under section 3304, or both, the Secretary of the 
Treasury shall transfer such amount from the Federal unemployment account 
to the account of such State. If the Secretary of Labor does not so find and 
certify to the Secretary of the Treasury before the close of such fiscal year then 
the amount which was available for transfer to such State’s account as of July 
1 of such fiscal year shall (as of the close of such fiscal year) become unrestricted 
as to use as part of the Federal unemployment account. 

“(2) Notwithstanding any provision of this section to the contrary, the 
amount otherwise available for transfer to the account of a State under sub- 
section (a) or paragraph (1) of this subsection shall be reduced by the sum 
of any remaining balance of advances made under section 1201 to the State 
and the sum by which such amount is reduced shall, in lieu of being transferred 
to the State’s account, be transferred to or retained in, as the case may be, 
the Federal unemployment account. Any sum so transferred to or retained 
in the Federal unemployment account shall be credited against, and shall operate 
te reduce, the remaining balance of advances made under section 1201 to the 

te. 

“(c)(1) Amounts transferred to the account of a State pursuant to subsec- 
tions (a) and (b) shall, except as provided in paragraph (2) of this subsection, 
be used only in the payment of cash benefits to individuals with respect to their 
unemployment, exclusive of expenses of administration. 

“(2) A State may, pursuant to a specific appropriation made by the legisla- 
tive body of the State, use money withdrawn from its account in the payment 
of expenses incurred by it for the administration of its unemployment compensa- 
tion law and public employment offices if and only if— 

“(A) the purposes and amounts were specified in the law making the 
appropriation. 

“(B) the appropriation law did not authorize the obligation of such 
money after the close of the two-year period which began on the date of 
enactment of the appropriation law, 

“(C) the money is withdrawn and the expenses are incurred after such 
date of enactment, and 

“(D) the appropriation law limits the -total amount which may be obii- 
gated during a fiscal year to an amount which does not exceed the amount 
by which (i) the aggregate of the amounts transferred to the account of 
such State pursuant to subsections (a) and (b) during such fiscal year and 
the four preceding fiscal years, exceeds (ii) the aggregate of the amounts 
used by the State pursuant to this subsection and charged against the 
amounts transferred to account of such State during such five fiscal years. 

For the purposes of subparagraph (D), amounts used by a State during any 
fiscal year shall be charged against equivalent amounts which were first trans- 
ferred and which have not previously been so charged; except that no amount 
obligated for administration during any fiscal year may be charged against 
any amount transferred during a fiscal year earlier than the fourth preceding 
fiscal year. 

“Sec. 904 (a) There is hereby established in the Treasury of the United States 
a trust fund to be known as the ‘Unemployment Trust Fund’, hereinafter in 
this title called the ‘Fund.’ The Secretary of the Treasury is authorized and 
directed to receive and hold in the fund all moneys deposited therein by a State 
agency from a State unemployment fund, or by the Railroad Retirement Board 
to the credit of the railroad unemployment insurance account or the railroad 
unemployment insurance administration fund, or otherwise deposited in or 
credited to the Fund or any account therein. Such deposit may be made directly 
with the Secretary of the Treasury or with any Federal Reserve bank or mem- 
ber bank of the Federal Reserve System designated by him for such purpose. 

“(b) It shall be the duty of the Secretary of the Treasury to invest such 
portion of the Fund as is not, in his judgment, required to meet current with- 
drawals. Such investment may be made only in interest-bearing obligations 
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of the United States. For such purpose such obligations may be acquired (1) 
on original issue at par, or (2) by purchase of outstanding obligations at the 
market price. The purposes for which obligations of the United States may 
be issued under the Second Liberty Bond Act, as amended, are hereby extended 
to authorize the issuance at par of special obligations exclusively to the Fund. 
Such special obligations shall bear interest at a rate equal to the average rate 
of interest, computed as of the end of the calendar month next preceding the 
date of such issue, borne by all interest-bearing obligations of the United States 
then ferming part of the public debt; except that where such average rate is 
not a multiple of one-eighth of 1 per centum, the rate of interest of such special 
obligations shall be the multiple of one-eighth of 1 per centum next lower than 
such average rate. Obligations other than such special obligations may be 
acquired for the Fund only on such terms as to provide an investment yield 
not less than the yield which would be required in the case of special obliga- 
tions if issued to the Fund upon the date of such acquisition. Advances made 
to the Federal unemployment account pursuant to section 1202(b) shall not be 
invested. 

“(e) Any obligations acquired by the Fund (except special obligations issued 
exclusively to the Fund) may be sold at the market price, and such special 
obligations may be redeemed at par plus accrued interest. 

“(d) The interest on, and the proceeds from the sale or redemption of, any 
obligations held in the Fund shall be credited to and form a part of the Fund. 

“(e) The Fund shall be invested as a single fund, but the Secretary of the 
Treasury shall maintain a separate book account for each State agency, the 
Federal employment security administration account, the Federal unemploy- 
ment account, the railroad unemployment insurance account, and the railroad 
unemployment insurance administration fund and shall credit quarterly on 
March 1, June 30, September 30, and December 31, of each year, to each 
account on the basis of the average daily balance of such account a proportionate 
part of the earnings of the Fund for the quarter ending on such date. For the 
purposes of this subsection, the average daily balance shall be computed— 

“(1) in the case of any State account, by reducing (but not below zero) 
the amount in the account by the remaining balance of advances made under 
section 1201 to the State, and 

“(2) in the case of the Federal unemployment account— 

“(A) by adding to the amount in the account the aggregate of the 
reductions under paragraph (1), and 

“(B) by subtracting from the sum so obtained the remaining balance 
of advances made under section 1202(b) to the account. 

“(f) The Secretary of the Treasury is authorized and directed to pay out of 
the Fund to any State agency such amount as it may duly requisition, not ex- 
ceeding the amount standing to the account of such State agency at the time 
of such payment. The Secretary of the Treasury is authorized and directed to 
make such payments out of the railroad unemployment insurance account for 
the payment of benefits, and out of the railroad unemployment insurance ad- 
ministration fund for the payment of administrative expenses, as the Railroad 
Retirement Board may duly certify, not exceeding the amount standing to the 
credit of such account or such fund, as the case may be, at the time of such 
payment. 

“(g) There is hereby established in the Unemployment Trust Fund a Federal 
unemployment account. There is hereby authorized to be appropriated to such 
Federal unemployment account a sum equal to (1) the excess of taxes collected 
prior to July 1, 1946, under title [IX of this Act or under the Federal Unem- 
ployment Tax Act, over the total unemployment administrative expenditures 
made prior to July 1, 1946, plus (2) the excess of taxes collected under the 
Federal Unemployment Tax Act after June 30, 1946, and prior to July 1, 1953, 
over the unemployment administrative expenditures made after June 30, 1946, 
and prior to July 1, 1953. As used in this subsection, the term ‘unemployment 
administrative expenditures’ means expenditures for grants under title III of 
this Act, expenditures for the administration of that title by the Board or 
the Secretary of Labor, and expenditures for the administration of title IX 
of this Act, or of the Federal Unemployment Tax Act by the Department of 
the Treasury, the Board, or the Secretary of Labor. For the purposes of this 
subsection there shall be deducted from the total amount of taxes collected 
prior to July 1, 1943, under title IX of this Act, the sum of $40,561,886.43 which 
was authorized to be appropriated by the Act of August 24, 1937 (50 Stat. 
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754) and the sum of $18,451,846 which was authorized to be appropriated by 
section 11(b) of the Railroad Unemployment Insurance Act. 

“Sec. 905. The Secretary of Labor shall report to the Congress during 
January of every fourth year, beginning January 1963, his recommendations 
as to the need, in order to carry out the purposes of this title and of title 
XII, for increasing or decreasing the rate of the tax payable under the Federal 
poe ene Tax Act or the monetary limitation on wages taxable under 

e Act.” 
mt 3. Title XII of the Social Security Act is hereby amended to read as 

Ows: 

“Sec. 1201. (a) Advances shall be made to the States from the Federal ame 
unemployment account in the Unemployment Trust Fund as provided in this “$4. 
section, and shall be repayable, without interest, in the manner provided in 1959 
sections 901(¢c) (1), 903(b) (2), and 1202(a). An advance shall be approved 
a application therefor by the Governor of a State if the Secretary of Labor 

“(1) that the total amount of compensation paid out under the unem- 
ployment compensation law of the State during the six-month period ending 
at the close of the calendar month next but one preceding the calendar 
month during which the application is received, exceeds the amount in the 
unemployment fund of the State at the close of the same period; but no 
finding shall be made under this paragraph unless the amount in the Fed- 
eral unemployment account (as reported to the Secretary of Labor by the 
Secretary of the Treasury) as of the beginning of the calendar month 
during which the application is received, which is not restricted as to use 
pursuant to section 903(b)(1), exceeds the aggregate amount of all ad- 
vances which would be approvable (whether or not applications have been 
received) under this paragraph during the month in which the application mor 
is received ; or the 

“(2) that, in the event the amount in the Federal unemployment account 
(as reported to the Secretary of Labor by the Secretary of the Treasury) 
as of the beginning of the calendar month during which the application is 
received is less than the amount specified in paragraph (1), the total 
amount of compensation paid out under the unemployment compensation 
law of the State during the three-month period ending at the close of the 
ealendar month next but one preceding the calendar month during which 
the application is received exceeds the amount in the unemployment fund 
of the State at the close of the same period. 

» Whenever an application for an advance is approved by the Secretary of Labor 
pursuant to paragraph (1) or paragraph (2) he shall certify to the Secretary 
of the Treasury the amount specified in the application of the Governor; but 
the aggregate of the amounts certified by the Secretary of Labor with respect 
to a State during any three consecutive calendar months ending with the month 
during which the latest application is received from the Governor of the State, 
shall not exceed the highest total amount of compensation paid out under the 
unemployment compensation law of the State during any one of the four com- 
pleted calendar quarters preceding the month during which the latest applica- 
tion is received. For the purposes of this subsection— 

“(A) the application shall be made on such forms, and shall contain such 
information and data (fiscal and otherwise) concerning the operation and 
administration of the State unemployment compensation law, as the Secre- 
tary of Labor deems necessary or relevant to the performance of his duties 
under this title, and 

“(B) the term ‘compensation’ means cash benefits payable to individuals 
with respect to their unemployment, exclusive of expenses of administration. 

“(b) The Secretary of the Treasury shall, prior to audit or settlement by 
the General Accounting Office, transfer from the Federal unemployment account 
to the account of the State in the Unemployment Trust Fund, the amount certi- 
fied under subsection (a) by the Secretary of Labor (but not exceeding that por- 
tion of the balance in the Federal unemployment account at the time of the 
transfer which is not restricted as to use pursuant to section 903(b) (1)). 

“Sec. 1202. (a) The Governor of any State may at any time request that funds 
be transferred from the account of such State to the Federal unemployment 
account in repayment of part or all of the remaining balance of advances made 
to such State under section 1201. The Secretary of Labor shall certify to the 
Secretary of the Treasury the amount stated in the request; and the Secretary 
of the Treasury shall promptly transfer such amount. 
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“(b) There are hereby authorized to be appropriated to the Federal unemploy- 
ment account such sums as may be necessary to carry out the purposes of this 
title. Any appropriation to the Federal unemployment account made pursuant 
to this subsection shall be an advance which shall, subject to the provisions of 
section 901(f) (2), be repaid without interest. 

“Sec. 1203. When used in this title, the term ‘Governor’ shall include the 
Commissioners of the District of Columbia.” 

Sec. 4. Section 104 of the Temporary Unemployment Compensation Act of 
1958 is hereby amended by deleting subsection (b) thereof and relettering section 
104(a) as section 104. 

Sec. 5. Section 3306(b)(1) of the Federal Unemployment Tax Act is hereby 
amended by striking “$3,000” wherever it appears therein and substituting 
*$4.200”", and shall be effective with respect to wages paid after December 31, 
1959. 


STATEMENT IN EXPLANATION OF A Drarr Britt To EXTEND AND IMPROVE THE 
UNEMPLOYMENT INSURANCE PROGRAM 


This draft bill is designed to extend the coverage of the unemployment 
insurance system to over 3 million employees (1) by extending the Federal 
Unemployment Tax Act to employees (a) of certain Federal instrumentalities 
neither wholly nor partially owned by the United States now exempt by reason 
of a general tax exemption, (>) of employers of one or more workers, (c) 
on American aircraft while outside the United States, (d) of certain nonprofit 
organizations, and (2) by extending the program of unemployment compensa- 
tion for Federal employees to employees of partially owned Federal instru- 
mentalities. 

H.R. 8888, which did not include extension of coverage to employers of one or 
more or to nonprofit organizations (except feeder organizations), but included 
the other propos»is mentioned above, was passed by the House of Representa- 
tives during the 85th Congress. 


PRINCIPAL PROVISIONS OF THE BILL 


1, Eatension of coverage 

(a) Nonwholly owned Federal instrumentalities.—The provisions of section 2 
of the bill are designed to extend the protection of the unemployment insurance 
program to the employees of certain Federal instrumentalities neither wholly 
nor partially owned by the United States as well as to employees of certain 
partially owned instrumentalities. At present the employees of all wholly 
owned Federal instrumentalities are protected by the unemployment insurance 
program for Federal employees. Employees of a nonwholly owned instru- 
mentality are not covered by the Federal employee program and are exempted 
from the system applicable to employees of private employers if the instru- 
mentality is exempted from taxation by other provisions of law. Several such 
agencies are exempt by virtue of special provisions in their charters or other 
specific statutes. It is estimated that in excess of 30,000 workers are employed 
by these instrumentalities and are thus without any unemployment insurance 
protection. 

The proposed legislation would bring employees of partially owned Federal 
instrumentalities under the unemployment insurance program for Federal 
empoyees. This would include instrumentalities such as the banks for co- 
operatives (under supervision of the Farm Credit Administration). It would 
also tax, as private employers, those instrumentalities which are neither wholly 
nor partially owned by the United States, unless they are exempt by a law grant- 
ing a specific exemption by reference to section 3301 of the Federal Unemploy- 
ment Tax Act, or the corresponding provision of prior law, from the tax imposed 
by such section. Among those who would be covered by this amendment would 
be the Federal Reserve banks and Federal land marks. 

(b) Employers of one or more.—Section 3 of the bill is designed to bring 
some 1.9 million more workers under the Federal-State unemployment insur- 
ance system by carrying out a recommendation first made by President Eisen- 
hower to the 83d Congress that the unemployment insurance system be extended 
to employees of employers of one or more, if they perform the type of services 
eovered by the act. This recommendation was only partially carried out in 1954 
when Public Law 767 was enacted extending coverage of the tax act to those 
employers who employ four or more workers in at least 20 weeks. 
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Employees of firms with less than four workers are thus at present left out- 
side the unemployment insurance system unless coverage of the State law goes 
beyond that of the Federal law. At present, 18 States provide coverage of one 
or more, some with a time or earnings limitation or both. The present bill 
would effectuate the President’s recommendation by extending the Federal 
Unemployment Tax Act to all employers who have one or more workers in 
employment at any time. 

Experience in those States which cover employers of one or more workers, 
as well as experience under the Federal Old Age and Survivors Insurance Sys- 
tem which covers such small employers, has demonstrated that this coverage is 
feasible to administer. It is significant also that such extension of coverage 
would not impose any unreasonable financial burden upon the small employer. 

It might be noted, finally, that if this provision is enacted very little State 
legislative action would be necessary to provide benefits to employees of these 
small employers. Existing laws of nearly all of the States provide for automatic 
extension of the coverage of their laws if the Federal law is extended, and the 
rest of the States permit small employers to elect coverage prior to legislative 
action. - 

(c) Employees working on American aircraft outside the United States— 
Section 4 of the bill would extend unemployment insurance protection to about 
5,000 employees serving on American aircraft, which would be defined as an 
aircraft registered under the laws of the United States. At present seamen 
serving on American vessels are covered when their vessel is outside the United 
States if they are working under a contract made in the United States, or if dur- 
ing the performance of their services the vessel touches at a port in the United 
States. This bill would modernize the act by extending coverage to employees of 
American aircraft under similar circumstances, and would bring coverage under 
the Federal Unemployment Tax Act in this respect in line with coverage under 
the Federal Insurance Contributions Act. 

(d) Coverage of employees of certain nonprofit organizations.—Section 5 of the 
bill is designed to extend the protection of the unemployment insurance system 
to approximately 1.25 million employees of nonprofit organizations including 
those who work in profitmaking activities of such organizations, often called 
“feeder organizations.” The workers who would be covered include a wide 
range of occupations—printers, typists, elevator operators, janitors, maintenance 
workers, laborers, as well as teachers and hospital technicians. There is no 
evidence that such workers have any less risk of unemployment than do other 
workers, and they should therefore be accorded the same unemployment protec- 
tion. Over half of the workers are employed by hospitals and about one-third 
are employed by educational institutions. A small percent are employed by 
religious and charitable institutions. Some are employed by feeder organiza- 
tions in manufacturing and other businesses. The income from feeder organi- 
zations is specifically taxable for income tax purposes under section 502 of the 
Internal Revenue Code of 1954, thus evincing a congressional intent to treat 
them as other profitmaking enterprises regardless of how their profits are used. 

In general, nonprofit organizations are subject to workmen’s compensation 
laws and, for feeder organizations, are covered by the Federal Insurance Con- 
tributions Act on an elective basis; feeder organizations are covered by the Fed- 
eral Insurance Contributions Act on a compulsory basis. The traditional ex- 
emption of nonprofit organizations generally from taxes for revenue raising 
should not be carried over to programs designed for the protection of their 
workers. 

Still excluded would be about 450,000 individuals whose employment relation- 
ship is such that it seems inappropriate to cover their services under a wage- 
loss system. About 170,000 are ministers and approximately another 170,000 
are members of religious orders. The remainder are mostly students employed 
by their educational institution, student nurses, interns, and individuals earn- 
ing less than $50 per quarter. This 450,000 figure does not include the handi- 
capped employed in workshops who also are excluded. No complete estimates 
of the number of such workers are available. 

Since there are only 26 States in which Federal extension of coverage to serv- 
ices for nonprofit organizations wonld automatically extend State coverage to 
such services, action by State legislatures will be necessary in many States. To 
afford State legislatures ample opportunity to amend their unemployment com- 
pensation laws to cover services for nonprfit organizations, Federal coverage is 
postponed until Januuary 1, 1962. This postponement makes it unlikely that 
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the Federal tax will be levied on the services until they can form the basis for 
benefit rights under State laws. 
(The bill follows :) 


A BILL To extend the unemployment compensation program 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


SHORT TITLE 


Secrion 1. This Act may be cited as the “Unemployment Compensation Amend- 
ments of 1959”. 
“FEDERAL INSTRUMENTALITIES 


Sec. 2. (a) Section 3305(b) of the Internal Revenue Code of 1954 is amended 
to read as follows: 

“(b) FEDERAL INSTRUMENTALITIES IN GENERAL.—The legislature of any State 
may require any instrumentality of the United States (other than an instrumen- 
tality to which section 3306(c) (6) applies), and the individuals in its employ, 
to make contributions to an unemployment fund under a State unemployment 
compensation law approved by the Secretary of Labor under section 3304 and 
(except as provided in section 5240 of the Revised Statutes, as amended (12 
U.S.C. 484), and as modified by subsection (c)), to comply otherwise with such 
law. The permission granted in this subsection shall apply (A) only to the ex- 
tent that no discrimination is made against such instrumentality, so that if the 
rate of contribution is uniform upon all other persons subject to such law on 
account of having individuals in their employ, and upon all employees of such 
persons, respectively, the contributions required of such instrumentality or the 
individuals in its employ shall not be at a greater rate than is required of such 
other persons and such employees, and if the rates are determined separately 
for different persons or classes of persons having individuals in their employ or 
for different classes of employees, the determination shall be based solely upon 
unemployment experience and other factors bearing a direct relation to unem- 
ployment risk; (B) only if such State law makes provision for the refund of 
any contributions required under such law from an instrumentality of the 
United States or its employees for any year in the event said State is not cer- 
tified by the Secretary of Labor under section 3304 with respect to such year; 
and (C) only if such State law makes provision for the payment of unemploy- 
ment compensation to any employee of any such instrumentality of the United 
States in the same amount, on the same terms, and subject to the same con- 
ditions as unemployment compensation is payable to employees of other em- 
ployers under the State unemployment compensation law.” 

(b) The third sentence of section 3305(g¢) of such Code is amended by strik- 
ing out “not wholly” and inserting in lieu thereof “neither wholly nor partially.” 
: is? Paragraph (6) of section 3306(c) of such Code is amended to read as 
ollows: 

“(6) service performed in the employ of the United States Government 
or of an instrumentality of the United States which is— 
“(A) wholly or partially owned by the United States, or 
“(B) exempt by virtue of a provision of law which grants a specific 
exemption by reference to section 3301 (or the corresponding section 
of prior law) from the tax imposed by such section ;”. 

(d) (1) Chapter 23 of such Code is amended by renumbering section 3308 as 

section 3309 and by inserting after section 3307 the following new section: 


“Sec. 3308. INSTRUMENTALITIES OF THE UNITED STATES. 

“Notwithstanding any provision of law (whether enacted before or after the 
enactment of this section) which grants to any instrumentality of the United 
States an exemption from taxation, such instrumentality shall not be exempt 
from the tax imposed by section 3301 unless such other provision of law grants 
a specific exemption, by reference to section 3301 (or the corresponding section 
of prior law), from the tax imposed by such section.” 

(2) The table of sections for such chapter is amended by striking out the 
last line and inserting in lieu thereof the following: 

“Sec, 3308. Instrumentalities of the United States. 
“See. 3309. Short title.” 
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-(e) The first sentence of section 1501(a) of the Social Security Act is 
amended by striking out “wholly” and inserting in lieu thereof “wholly or 
partialiy”. : 

(f) The first sentence of section 1507(a) of the Social Security Act is 
amended by striking out “wholly” and inserting in lieu thereof “wholly or 


partially”. 
EMPLOYERS OF ONE OR MORE WORKERS 


Sec. 3. (a) Section 3306 of the Internal Revenue Code of 1954 is hereby 
amended by striking out subsection (a) and references thereto. 

(b) Section 3301 of the Internal Revenue Code of 1954 is hereby amended to 
read as follows: 

“In addition to other taxes, there is hereby imposed on every employer an ex- 
cise tax, with respect to having individuals in his employ, equal to 3 percent of 
the total wages (as defined in section 3306 (b)) paid by him during each calen- 
dar year beginning after December 31, 1959, with respect to employment (as 
defined in section 3306(c) ) after December 31, 1958.” 


AMERICAN AIRCRAFT 


Sec. 4. (a) So much of section 3306(c) of the Internal Revenue Code of 1954 
as precedes paragraph (1) thereof is amended by striking out “or (B) on or in 
connection with an American vessel” and all that follows down through the 
phrase “outside the United States,” and by inserting in lieu thereof the following: 
“or (B) on or in connection with an American vessel or American aircraft under 
a contract of service which is entered into within the United States or during the 
performance of which and while the employee is employed on the vessel or air- 
craft it touches at a port in the United States, if the employee is employed on and 
in connection with such vessel or aircraft when outside the United States,”. 

(b) Paragraph (4) of. section 3306(c) of such Code is amended to read as 
follows: 

“(4) service performed on or in connection with a vessel or aircraft not an 
American vessel or American aircraft by an employee, if the employee is 
employed on and in connection with such vessel or aircraft when outside the 

United States ;”. 

(c) Seetion 3306(m) of such Code is amended— 

(1) by striking out the heading and inserting in lieu thereof the following: 

“(m) AMERICAN VESSEL AND AIRCRAFT.—” ; and 

(2) by striking out the period at the end thereof and inserting in lieu 
thereof a semicolon and the following: “and the term ‘American aircraft’ 

. means an aircraft registered under the laws of the United States.” 


NONPROFIT ORGANIZATIONS 
Sec. 5. (a) Paragraph (8) of section 3306(c) of the Internal Revenue Code of 


1954 is amended to read as follows: 

“(8)(A) service performed by a duly ordained, commissioned or licensed 

minister of a church in the exercise of his ministry or by a member of a 
religious order in the exercise of duties required by such order; 

“(B) service performed in a sheltered workshop owned or operated by an 
organization described in section 501(c) (3) which is exempt from income tax 
under section 501(a) other than service performed by instructors. foremen, 
or other regular staff of the workshop. As used in this subparagraph the 
term ‘sheltered workshop’ means a facility conducted for the purpose (i) of 
carrying out a program of rehabilitation for individuals whose earning ca- 
pacity is impaired by age or physical or mental deficiency or injury, or (ii) 
of providing remunerative work for individuals who because of their im- 
paired physical or mental capacity cannot be readily absorbed in the competi- 
tive labor market.” 

(b) Paragraph (10) of section 3306(c) of the Internal Revenue Code of 1954 
is amended to read as follows: 

“(10) (A) service performed in any calendar quarter in the employ of any 
organization exempt from income tax under section 501( a) (other than an 
organization described in section 401(a)) or under section 521, if the remu- 
neration for such service is less than $50 a calendar quarter, or 

“(B) service performed in the employ of a school, college, or university, 
if such service is performed by a student who is enrolled and is regularly 
attending classes at such school, college, or university.”. 
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EFFECTIVE DATE 


ts made by sections 2 and 4 of this Act (other than the 
and (f) of section 2) shall apply with re- 
spect to services performed after December 31, 1959. The amendments made by 
subsections (e) and (f) of section 2 shall apply with respect to any week of 
unemployment which begins after December 31, 1959. The amendments made by 
section 3 shall be effective January 1, 1960, The amendments made by section 5 
shall apply with respect to services performed after December 31, 1961. 


STATEMENT IN EXPLANATION OF A BILL To EXTEND THE FEDERAL-STATE UNEM- 
PLOYMENT COMPENSATION PROGRAM TO PUERTO RICO, AND FOR OTHER PURPOSES 


This draft bill is designed to include the Commonwealth of Puerto Rico in the 
present Federal-State unemployment compensation program and to recognize the 
fact that the status of Alaska has changed from a Territory to a State. The pro- 
posal is part of the legislative program of the Department of Labor. 


PUERTO RICO 


The draft bill would include the Commonwealth of Puerto Rico in the present 
Federal-State unemployment compensation program by (1) making Puerto Rico 
employers subject to the Federal unemployment tax, (2) requiring the Puerto 
Rico unemployment insurance law to meet the requirements specified in the Fed- 
eral Unemployment Tax Act, (3) making title III of the Social Security Act 
applicable to Puerto Rico thereby providing grants to the Commonwealth for ad- 
ministration of its unemployment insurance law, (4) making title IX of the 
Social Security Act applicable to Puerto Rico thereby making the Commonwealth 
eligible for the distribution provided in section 903 and (5) making title XII of 
the Social Security Act applicable.to Puerto Rico thereby permitting the Com- 
monwealth to apply for advances if they were needed for the payment of benefits. 


Unemployment insurance program in Puerto Rico 

The Puerto Rican Legislature has passed legislation establishing an unemploy- 
ment insurance program for Puerto Rico. This legislation, which was enacted 
into law on June 21, 1956, and took effect on January 1, 1957, is such that minor 
changes would enable its approval for incorporation into the existing Federal- 
State system. Thus the Federal-State unemployment insurance program could 
come into operation within a reasonable time after the enactment of this pro- 
posal and Puerto Rico would be afforded the advantages of the Federal-State 
system, which are provided for the States, and Hawaii. 

In addition, unemployment insurance protection is presently provided in 
Puerto Rico under Federal programs for employees of the Federal Government, 
ex-servicemen, and veterans. 


Reasons why Puerto Rico should be included within the Federal-State system 


1. Puerto Rico, by depositing its unemployment tax collections in the unem- 
ployment trust fund in the U.S. Treasury, would have the advantage of Federal 
investment management. 

2. The enactment of this bill would make the entire employment security 
program in Puerto Rico a part of the Federal-State system and would thereby 
simplify administration. The Puerto Rico Employment Service, which has been 
affliated with the U.S. Employment Service since 1950, is financed entirely 
from Federal grants, and the unemployment insurance program is financed 
by Commonwealth taxes. The establishment of one source of funds would 
simplify accounting procedures; in addition, it would be likely to result in 
economies, greater efficiency, and in better coordination of activities. 

3. The enactment of this bill would treat the Commonwealth of Puerto Rico 
the same as the Territory of Hawaii is now treated (and the same as the 
former Territory of Alaska was treated). They would both be part of the 
Federal-State employment security system. 

4. The enactment of this bill would complete the social security program in 
Puerto Rico. The desirability and feasibility of meeting serious social problems 
in Puerto Rico has long been recognized by Congress and is reflected in its inclu- 
sion in a number of remedial statutes. All of the provisions of the Social Secu- 
rity Act except the unemployment compensation program have already been 


Ss 

r 

y 

0 

f 

8 

4 

e 

d 

n 

is 

e 

u 

t’ 

of 

d 

x 

n, 

of 

l- 

) 

n- 

i- 

4 

y 

n 

1- 

y, 

iy 


92 UNEMPLOYMENT COMPENSATION 


extended to Puerto Rico. The maternal and child welfare program was ex- 
tended to the Commonwealth as early as January 1, 1940; the program for 
old-age assistance, aid to dependent children, aid to the blind, and aid to the 
permanently disabled was extended on October 1, 1950; and the old-age and 
survivors’ insurance programs were made effective to Puerto Rico on January 1, 
1951. Including Puerto Rico in the unemployment compensation program would 
round out the social security program for the Commonwealth. 

5. Puerto Rico would gain from being able to participate on an equal f 
with other jurisdictions in interstate arrangements and in the Interstate Con- 
ference of Employment Security Agencies. 

6. Puerto Rico would benefit from being protected, as are the 49 States and 
Hawaii, by the advances provided by the Employment Security Administrative 
Financing Act of 1954. There is no reason, however, to believe that Puerto Rico 
would be in need of such an advance. Although unemployment in the labor 
force covered by the Puerto Rico unemployment insurance law has averaged 
between 14 and 19 percent during the past few years, the Puerto Rico unem- 
ployment insurance program has been planned on a sound, conservative basis. 
Over $10.7 million was collected in contributions during 1957 and the first quarter 
of 1958, and it is anticipated that about $16 million will be in their reserve fund 
when benefits become payable in 1959. The benefits provided are modest in 
amount and duration and it is estimated that benefits costs will average 2.0 per- 
cent of payrolls. 

7. Puerto Rico is anxious to be included in the Federal-State unemployment 
insurance program. Its officials have had frequent conferences with staff mem- 
bers of the Department of Labor in their efforts to develop a financially sound 
and acceptable plan. The Puerto Rican Legislative Assembly passed a concur- 
rent resolution on Feburary 18, 1955, expressing its desire that the program be 
extended to the Commonwealth. This resolution was presented to the U.S. 
House of Representatives on February 28, 1955, and to the U.S. Senate on 
March 2, 1955, 


Inclusion of Puerto Rico would not be financial burden 

The enactment of this bill would not result in an additional financial burden 
on the Federal Government for costs of administration. (The Federal Govern- 
ment now grants to Puerto Rico approximately $1 million each year to defray the 
administrative costs of the employment service and the Federal unemployment 
compensation programs.) The estimated Federal unemployment tax receipts 
from Puerto Rico, if this bill is enacted, would be in excess of the grants to 
Puerto Rico to finance the additional costs of administering its unemployment 


compensation law. 
ALASKA 


The proposed bill would make appropriate changes in paragraphs (1) and 
(2) of section 1101(a) and in sections 1501(a), 1502(b), and 1503 (b) and (d) 
of the Social Security Act, and in section 3306(j) of the Internal Revenue Code 
of 1954 in view of the fact that Alaska is now a State instead of a Territory. 

(The bill follows.) 


A BILL To extend the Federal-State unemployment compensation program to Puerto Rico, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That paragraph (2) of section 901(b) 
of the Social Security Act is amended to read as follows: 

“(2) The amount estimated by the Secretary of Labor as equal to the 
necessary expenses incurred during the fiscal year for the performance 
by the Department of Labor of its functions under (i) this title and titles 
III and XII of this Act, (ii) the Federal Unemployment Tax Act, (iii) 
the provisions of the Act of June 6, 1933, (iv) subchapter II (except sec. 
2012), chapter 41 of title 38, United States Code, and (v) subchapter I, 
chapter 41, of title 38, United States Code; and”’. 

Sec. 2. Paragraph (1) of section 1101(a) of the Social Security Act is amended 
to read as follows: 

“(1) The term ‘State’, except where otherwise provided, includes Hawaii, 
the District of Columbia, and the Commonwealth of Puerto Rico, and when 
used in titles I, IV, V, VII, X, and XIV includes the Virgin Islands and 
Guam.” 
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Src. 8. Paragraph (2) of section 1101(a) of the Social Security Act is amended 
to read as follows: 

“(2) The term ‘United States’ when used in a geographical sense means, 
except where otherwise provided, the States, Hawaii, the District of Colum- 
bia, and the Commonwealth of Puerto Rico.” 

Sec. 4. The last sentence of section 1501(a) of the Social Security Act is 
amended by deleting “Alaska.” 

Sec. 5. Section 1502(b) is amended by changing the period at the end thereof 
to a semicolon and by adding thereafter: “except that in the case of Puerto 
Rico the agreement shall provide that compensation will be paid by the State 
to any Federal employee, with respect to unempluyment after Puerto Rico be- 
comes a ‘State’ within the meaning of section 1101(a) (1) of the Social Security 
Act, in the same amount, on the same terms, and subject to the same condi- 
tions as the compensation which would be payable to such employee under the 
unemployment compensation law of the District of Columbia if such employee’s 
Federal service and Federal wages had been included as employment and wages 
under such law: Provided, however, That if such employee, without regard to 
his Federal service and Federal wages, has employment and wages sufficient 
to qualify for any compensation during the benefit year under the unemploy- 
ment compensation law of the District of Columbia, then payments of compen- 
sation under this subsection shall be made only on the basis of his Federal 
service and Federal wages: Provided, further, That if such employee has em- 
ployment and wages under the unemployment compensation law of Puerto Rico 
such employment ard wages shall not be included for any purpose in connection 
with the computation or payment of his compensation under this subsection.” 

Sec. 6. (a) Paragraph (b) of section 1503 of the Social Security Act is 
amended by deleting “Puerto Rico or’. 

(b) Paragraph (d) of section 1503 of the Social Security Act is amended to 
read as follows: 

“(d) The Secretary may utilize for the purposes of this section the personnel 
and facilities of the agency in the Virgin Islands cooperating with the United 
States Employment Service under the Act of June 6, 1933 (48 Stat. 113), as 
amended, and may delegate to officials of such agency any authority granted to 
him by this section whenever the Secretary determines such delegation to be 
necessary in carrying out the purposes of this title. For the purpose of pay- 
ments made to such agency under such Act, the furnishing of such personnel 
and facilities shall be deemed to be a part of the administration of the public 
employment offices of such agency.” 

Sec. 7. (a) Paragraph (e) of section 1511 of the Social Security Act is 
amended by deleting “or Puerto Rico”. 

(b) Paragraph (i) of section 1511 of the Social Security Act is amended by 
deleting “title IV of the Veterans’ Readjustment Assistance Act of 1952 (38 
U.S.C. 991 et seq.)” and substituting therefor “subchapter I, chapter 41, of title 
88, United States Code”. 

Src. 8. Section 3306(j) of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“(j) Srare, Unirep States, anD Crtizen.—For ‘purposes of this chapter— 

“(1) Sratre.—The term ‘State’ includes Hawaii, the District of Columbia, 
and the Commonwealth of Puerto Rico. 

“(2) Unrrep Statres.—The term ‘United States’ when used in a geographi- 
eal sense includes the States, Hawaii, the District of Columbia, and the 
Commonwealth of Puerto Rico. 

An individual who is a citizen of the Commonwealth of Puerto Rico (but not 
otherwise a citizen of the United States) shall be considered, for purposes of 
this section, as a citizen of the United States.” 

Sec. 9. ErrectTIVE DATE.— 

(a) Section 1 of these amendments shall be effective on January 1 of the first 
calendar year following the date on which the President of the United States 
receives a certification from the Governor of Puerto Rico that the Legislature of 
Puerto Rico has, by concurrent resolution, resolved that it desires the extention 
to Puerto Rico of the provisions of titles III, IX, and XII of the Social Se 
curity Act and the Federal Unemployment Tax Act. 

(b) Sections 2, 3, 5, 7, and 8 of these amendments, insofar as they relate to 
Puerto Rico, shall be effective on the date on which the President of the United 
States receives a certification from the Governor of Puerto Rico that the Legis- 
lature of Puerto Rico has, by concurrent resolution, resolved that it desires the 


| 
on 
he 
nt 
ts 
to 
nt 
nd 
d) 
de 
co, 
ed 
b) 
he 
ice 
les 
ii) 
ec. 
I, 
led 
aii, 
1en 
nd 


94 UNEMPLOYMENT COMPENSATION 


extension to Puerto Rico of the provisions of titles III, IX, and XII of the 
Social Security Act and the Federal Unemployment Tax Act, except that the tax 
imposed and the credits allowed by the Federal Unemployment Tax Act shall 
apply with respect to services performed on or after January 1 of the first 
ealendar year following the date on which the President of the United States 
receives the aforementioned certification from the Governor of Puerto Rico. 


The Cuairman. It might be appropriate also for this bill that we 
have discussed involving Federal standards to also appear at this 


point. 
(H.R. 3547, 86th Cong., Ist sess.] 


A BILL To provide for unemployment reinsurance grants to the States, to revise, extend, 
and improve the unemployment insurance program, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Congress finds that (1) the systems 
of unemployment compensation as now constituted and administered throughout 
the several States are failing to carry out the purposes and objectives of employ- 
ment stabilization and security against unemployment which were sought to be 
achieved by the enactment of the Social Security Act of 1935; (2) there are 
substantial categories of workers and eimployees who, though needful of the 
benefits afforded by unemployment compensation, are not covered for such bene- 
fits; (3) the amounts of unemployment compensation payable to unemployed 
persons who are covered are, in most cases, inadequate to provide the worker and 
his family with the basic necessities of life; and (4) there are great disparities 
between the States with respect to the terms and conditions under which workers 
may become eligible for unemployment compensation, as well as with respect to 
the amount of such compensation and the length of time for which it is paid. 
Therefore it is the purpose of the Congress, in order to achieve the goals of em- 
ployment stabilization and security against unemployment, and in order to 
strengthen the economy and provide for the general welfare of the Nation, to ex- 
tend to certain new categories of workers the benefits of unemployment compensa- 
tion, to prescribe certain minimum standards with respect to the terms and condi- 
tions under which unemployment compensation will be paid, as well as to the 
amounts and the length of time for which such compensation will be payable, and 
to otherwise extend, revise, and improve the unemployment compensation 
program. 

Sec. 2. Section 3304(a) of the Internal Revenue Code of 1954 is amended by 

adding after paragraph (5) the following new paragraphs: 

“(6) the maximum weekly compensation payable under such law shall be 
an amount equal to at least two-thirds of the average weekly wage earned 
by employees within such State, such average to be computed by the State 
agency of such State on July 1, 1960, and on July 1 of each succeeding year 
on the basis of the wages, including amounts excluded therefrom under sec- 
tion 3306(b) (1), paid during the last full year for which necesary figures are 
available ; 

“(7) the weekly compensation payable to any individual shall be (A) the 
maximum weekly compensation payable under such law, or (B) an amount 
(exclusive of any compensation payable with respect to dependents) equal 
to at least one-half of such individual's average weekly wage as determined 
by the State agency, whichever is the lesser ; 

“(8) compensation shall not be denied to any eligible individual for any 
week of total unemployment during his benefit year by reason of exhaustion 
or reduction of benefit rights or cancellation of his wage credit, until he has 
been paid unemployment compensation for not less than 39 weeks during 
such year; 

(9) compensation shall not be denied in whole or in part to any other- 
wise eligible individual because of the receipt of any payment under any 
plan or system established for the purpose of supplementing the compensn- 
tion payable under the State law ; and 

“(10) in order to be eligible to receive unemployment compensation bene- 
fits an individual shall not be required (A) if the State law provides for a 
qualifying requirement computed as a multiple of the amount of the indi- 
vidual’s weekly unemployment compensation benefit, to have been paid, 
during his base period, more than 30 times the amount of his weekly unem- 
ployment compensation benefit; (B) if the State law provides for a qualify- 
ing requirement computed as a multiple of such individual’s high quarter 
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wages, to have been paid more than one and one-half times the amount of his 

high quarter wages; or (C) if the State law provides for a qualifying re- 
quirement based on weeks of employment, to have heen employed by an 
employer for more than 20 weeks in his base period.” 

Sno. 3. (a) Subsection (a) of section 3306 of the Internal Revenue Code of 
1954 is amended to read as follows: 

“(a) EmpLoyver.—For the purposes of this chapter the term ‘employer’ means 
any person who, at any time during the taxable year, has one or more indi- 
viduals in employment.” 

(b) Section 3306 of the Internal Revenue Code of 1954 is amended by adding 
at the end thereof the following new subsections: 

“(o) BENEFIT YEAR.—For the purposes of this chapter, the term ‘benefit year’ 
means the period prescribed by State law, but not in excess of 52 consecutive 
weeks, for which an eligible individual may receive weekly unemployment com- 
pensation benefits. 

“(p). Base Periop.—For the purposes of this chapter, the term ‘base period’ 
means the period prescribed by State law beginning not prior to the first day of 
the fifth full calendar quarter immediately preceding the beginning of the 
benefit year. 

“(q) HigH QuARTER WacEs.—For the purposes of this chapter, the term ‘high 
quarter wages’ means, in the case of any individual, the amount of wages (as 
defined by State law) paid to such individual in the calendar quarter of the base 
period for which his total wages were highest. 

“(r) Average WEEKLY WaGE.—For the purposes of this chapter, the term ‘av- 
erage weekly wage’ means, in the case of any individual, the amount of wages 
(as defined by State law) paid to such individual during the period used for 
determining his compensation for a week of total unemployment (1) in case 
the period used is the calendar quarter in which such individual was paid his 
high quarter wages, divided by thirteen; or (2) if some other period is used, 
divide by the number of weeks, during the period used, in which he performed - 
services in employment (as defined by State law).” 

Sec. 4. (a) Section 3802(b) of the Internal Revenue Code of 1954 is amended 
to read as follows: 

“(b) AppITIONAL CrepiT.—In addition to the credit allowed under subsection 
(a), a taxpayer may credit against the tax imposed by section 3301 for any tax- 
able year (1) an amount equal to the amount, if any, by which 2.7 percent exceeds 
the amount for which credit is allowed under subsection (a), if the contribu- 
tions to a pooled fund required to be paid by him with respect to the taxable year 
are at a uniform rate imposed by State law on all employers, or (2) with respect 
to the unemployment compensation law of each State certified for the taxable 
year as provided in section 3303 (or with respect to any provisions thereof so 
certified), an amount equal to the amount, if any, by which the contributions 
required to be paid by him with respect to the taxable year were less than the 
contributions such taxpayer would have been required to pay if throughout the 
taxable year he had been subject under such State law to the highest rate ap- 
plied thereunder in the taxable year to any person having individuals in his 
employ, or to a rate of 2.7 percent, whichever rate is lower.” 

(b) The first sentence of section 3303(a) of the Internal Revenue Code of 
1954 is amended by inserting “(2)” after “section 3302(b).” 


UNEMPLOYMENT REINSURANCE 


Sec. 5. Sections 301 and 302 of the Social Security Act, as amended, are 
amended to read as follows: 


“FEDERAL UNEMPLOYMENT ACCOUNT 


“Src. 301. (a) There is hereby appropriated to the Federal Unemployment 
Account in the Unemployment Trust Fund for the fiscal year beginning July 1, 
1960, and for each fiscal year thereafter, amounts equivalent to 100 per centum 
of the taxes (including interest, penalties, and additions to the taxes) received 
during such period under the Federal Unemployment Tax Act and covered into 
the Treasury. There is also authorized to be appropriated to the Federal Un- 
employment Tax Account such additional sums as may be required to carry out 
the purposes of this title. 

“(b) (1) For the purposes of assisting the States in (A) the administration 
of their unemployment compensation laws (including administration pursuant 
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to agreements under title IV of the Veterans’ Readjustment Assistance Act of 
1952), (B) the establishment and maintenance of a system of public employment 
offices in accordance with the provisions of the Act of June 3, 1933 (48 Stat. 113), 
as amended, and (C) carrying into effect section 602 of the Servicemen’s Read- 
justment Act of 1944 there is hereby authorized to be expanded, for payments to 
the States, from the Federal Unemployment Account in the Unemployment Trust 
Fund for the fiscal year beginning July 1, 1960, and for each fiscal year thereafter, 
sums not to exceed the amounts specified by Congress in the Appropriation Act or 
Acts for the Department of Labor for each such fiscal year. 

“(2) In addition to the sums authorized to be expended under paragraph (1) 
of this subsection for the purpose of assisting the States in the administration 
of their unemployment compensation laws, there is hereby authorized to be 
expended from the Federal Unemployment Account for such purpose, as pro- 
vided in section 302(a) (2), for the fiscal year beginning July 1, 1960, and for 
each fiscal year thereafter, an amount not in excess of $25,000,000. 

“(e) There is authorized to be expended from the Federal Unemployment 
Account for the fiscal year beginning July 1, 1959, and for each fiscal year there- 
after, a sum not to exceed the amounts specified by Congress in the Appropriation 
Act or Acts for the Department of Labor to be necessary for the administration 
by the Department of Labor of its functions under (1) the Federal Unemploy- 
ment Tax Act, (2) this title and titles IX and XII of the Social Security Act, 
(3) the Act of June 6, 1933 (48 Stat. 113), as amended, (4) title IV (except 
section 602) of the Servicemen’s Readjustment Act of 1944, and (5) title IV of 
the Veterans’ Readjustment Assistance Act of 1952. 


“PAYMENT TO STATES 


“Sec. 302. (a) (1) The Secretary of Labor (hereafter referred to as the ‘Sec- 
retary’) shall from time to time certify to the Secretary of the Treasury for 
payment te each State which has an unemployment compensation law approved 
by the Secretary under the Federal Unemployment Tax Act such amounts as 
the Secretary determines to be necessary for the proper and efficient administra- 
tion of such law during the fiscal year for which such payment is made. The 
Secretary’s determination shall be based on (A) the population of the State; 
(B) an estimate of the number of persons covered by the State law and of the 
cost of proper and efficient administration of such law; and (C) such other 
factors as the Secretary finds relevant. The Secretary shall not certify for 
payment under this subsection in any fiscal year a total amount in excess of the 

) amount specified for such purpose in the Appropriation Act or Acts for the 
Department of Labor for such fiscal year. 

“(2) If the Secretary determines that the amount specified in the Appropria- 
tion Act or Acts for the Department of Labor for the purpose of assisting the 
States in administering their unemployment compensation laws is, because of 
changes in economic conditions which were unforeseen at the time such amount 
was specified, less than the amount necessary for the proper and efficient admin- 
istration of such laws, he is authorized to certify to the Secretary of the Treasury 
for payment to the States for the administration of their unemployment compen- 
sation laws, in addition to the amounts authorized to be certified under paragraph 
(1), amounts the total of which shall not exceed the amount authorized to be 
expended by section 301(b) (2). 

“(b) The Secretary of the Treasury shall, upon receiving a certification 
under subsection (a), pay from the Federal Unemployment Account in the 
Unemployment Trust Fund, prior to audit or settlement by the General Account- 
ing Office, in accordance with such certification.” 

Sec. 6. Sections 901, 902, and 903 of the Social Security Act are hereby repealed 
and the last sentence of section 904(b) is revised by striking out “section 
1202(c)” and inserting in lieu thereof ‘‘section 1202(e).” 

Sec. 7. Title XII of the Social Security Act is amended to read as follows: 


“TITLE XII—GRANTS TO STATE UNEMPLOYMENT FUND 


“Sec. 1201. (a) (1) Except as provided in paragraph (2) and paragraph (3), 
a State shall be entitled to a reinsurance grant for any calendar quarter, com- 
mencing with the quarter beginning on July 1, 1960, if the balance in such State's 
unemployment fund on the last day of the preceding quarter is less than the 
amount of the compensation paid from such fund under the State unemployment 
compensation law during the six months’ period ending on such last day. 
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"(2) A State shall not be entitled to a reinsurance grant for any calendar 
quarter commencing after the computation date for the first taxable year 
beginning after December 31, 1961, and prior to the computation date for the 
first taxable year beginning after December 31, 1966, if with respect to any 
taxable year beginning after December 31, 1961— 

“(A) the balance in the State’s unemployment fund on the computation 
date for such year was less than an amount equal to 6 per centum of the 
most recent annual taxable payroll or less than the amount of the compen- 
sation paid from such fund under the State unemployment compensation 
law during the two years immediately preceding such date, whichever amount 
is greater ; and 

“(B) the minimum rate of contribution required to be paid into the 
State fund during such taxable year was less than 1.2 per centum. 

“(3) A State shall not be entitled to a reinsurance grant for any calendar 
quarter, commencing after the computation date for the first taxable year be- 
ginning after December 31, 1966, if with respect to any year within the five 
most recently completed taxable years— 

“(A) the balance in the State’s unemployment fund on the computation 
date for such year was less than an amount equal to 6 per centum of the 
most recent annual taxable payroll or less than the amount of the compen- 
sation paid from such fund under the State unemployment compensation 
law during the two years immediately preceding such date, whichever 
amount is greater ; and . 

“(B) the minimum rate of contribution required to be paid into the 
State fund during such taxable year was less than 1.2 per centum. 

“(4) A reinsurance grant shall be an amount estimated by the Secretary of 
Labor (hereafter referred to as the ‘Secretary’) to be equal to three-fourths of 
the excess of the compensation which will be payable under the provisions of 
the State unemployment compensation law during the calendar quarter for which 
such grant is made over 2 per centum of the taxable payroll for such quarter. 

“(5) As used in this section, the term ‘computation date’ shall have the 
same meaning as when used in section 3303 of the Internal Revenue Code of 
1954, as amended. 

“(b) The Secretary is authorized and directed, on application of a State 
agency, to make findings as to whether the conditions entitled a State to a re- 
insurance grant provided for in subsection (a) hereof have been met; and 
if such conditions have been met, the Secretary is directed to certify to the 
Secretary of the Treasury, from time to time, the amount of such grant, reduced 
or increased, as the case may be, by any sum by which the Secretary finds 
that the amounts granted for any prior quarter were greater or less than 
the amounts to which the State was entitled for such quarter. The application 
of a State agency shall be made on such forms, and contain such information 
and data, fiscal and otherwise, concerning the operation and administration of 
the State law, as the Secretary deems necessary or relevant to the performance 
of his duties thereunder. 

“(e) The Secretary of the Treasury shall, upon receiving a certification under 
subsection (b), make payment from the Federal Unemployment Account in the 
Unemployment Trust Fund, prior to audit or settlement by the General Account- 
ing Office, in accordance with such certification. 

“(d) All money paid to a State under this title shall be used solely for unem- 
ployment compensation benefits; and any money so paid which is not used for 
such purposes shall be returned to the Treasury and credited to the Federal 
Unemployment Account unless such State is eligible for a reinsurance grant. 

“(e) There are hereby authorized to be appropriated to the Federal Unem- 
ployment Account, as repayable advances (without interest), such sums as may 
be necessary to carry out the purposes of this title.” 

Sec. 8. The amendments made by the preceding sections of this Act shall 
be effective as of July 1, 1960. 


jun 9. This Act may be cited as the “Unemployment Compensation Act 
0 ” 

The Cuarrman. Mr. O'Connell, we thank you and Mr. Brown and 
Mr. Murray for coming to the committee this morning and advising 


us of the ition of the administration on matters covered. 
We thank you, sir, very much. 


Mr. O’Conneti. Thank you very much. 
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The Cuarrman. We will now hear from our distinguished colleague 
from the other side, Senator Hubert H. Humphrey, of Minnesota. 

Senator Humphrey, will you please come forward to the witness 
table? We are honored in having you with the committee this morn- 
ing, and you are recognized. 


STATEMENT OF SENATOR HUBERT H. HUMPHREY, OF MINNESOTA 


Senator Humpurey. As one of the sponsors of S. 791, I respect- 
fully urge the Ways and Means Committee to report favorably the 
companion bill, HR. 3547, which provides additional Federal stand- 
ards to improve the adequacy of benefits for the unemployed. 

The failure of the unemployment insurance system to keep pace with 
the development of the economy has resulted in a steady deteriora- 
tion of the protections which the system was designed and intended 
to provide for workers unemployed through no fault of their own. 
Because of big business pressures on State legislatures to hold down 
to a minimum the taxes which support unemployment reserves, the 
major emphasis has been on the financing of the system rather than 
on the human values of helping the unemployed and their families 
to tide over periods of enforced unemployment. States compete in 
holding down benefits for the sake of lowering taxes. Some States 
see their unemployment reserve funds threatened with bankruptcy 
through no fault of their own, but because of nationwide declines in 
the demand for the products of their industries. 

Benefits, which were originally designed to compensate for one-half 
of wages lost through unemployment, now compensate, on the average, 
for about one-third. The periods of benefit payments, which were 
designed to last until workers were Pi, et § are far shorter than 
periods of recession unemployment, with the result that hundreds of 
thousands of unemployed exhaust their benefit rights before they find 
work, and are thus left with no support but what they can beg. States 
like my own State of Minnesota which try to maintain unemployment 
taxes high enough to support adequate benefits find their businessmen 
subjected to unfair competition from States in which business beats 
down benefits to avoid unemployment taxes. 

The administration, taking its advice from lobbyists for big busi- 
ness, exhorts the States to raise their standards, although knowing 
from experience that they will not do so, and, at the same time, opposes 
action by the Congress to set Federal standards that will place a floor 
under benefit amounts and duration. 

Unless action is taken by the Congress to set such standards and to 
provide a national reinsurance fund to protect the States with high 
rates of unemployment, the State-Federal system will ee be 
eroded to the point where there will be no alternative but a Federal 
system to prevent it from collapse. 

I respectfully urge this committee to consider the following steps to 
preserve the unemployment insurance system and to permit it to serve 
the great humanitarian purposes for which it was designed : ’ 

One, Federal standards to require that individual weekly benefit 
amounts under State laws shall be not less than 50 percent of average 


weekly earnings of the unemployed worker so long as that amount does 
not exceed two-thirds of the average weekly wage in the State. 
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Two, Federal standards to permit unem 
to draw benefits for as long as 39 weeks if 
and meet all other conditions of eligibility. 

Three, a national reinsurance fund financed out of Federal unem- 
ployment insurance taxes to underwrite the State reserves when they 
are levying the full amount of the tax and are still unable to meet their 
benefit obligations. 

I submit it is time we modernized our unemployment insurance sys- 
tem and placed it on a permanently sound basis which will both serve 
the needs of the unemployed worker and bolster the economy in time 
of recession. The temporary expedients of supplementary Federal 
benefits enacted last year and this year have not corrected the basic 
inequities and weaknesses of the system. With $7 billion in the State 
unemployment reserves, it makes no sense for the Federal Government 
to pay out nearly half a billion in Federal supplementary benefits at. 
the same time paying nearly a quarter of a billion dollars to the States 
in interest on their idle reserves, and still not meet the needs, when the 
Congress could set standards which would require the use of the re- 
serves for the purposes for which they were intended and give un- 
employed workers the protections to which they are entitled. 

The Crarrman. Senator Humphrey, we thank you, sir, for coming 
to the committee and discussing these problems with us. You have 
made a very fine statement. We appreciate it very much. 

Senator Humpnrey. Thank you, Mr. Chairman. 

The Cuamman. Any questions? 

Thank you, sir. 

The committee will adjourn until 2 o’clock this afternoon when our 
first witness will be our colleague, Mr. Van Zandt. 


(Whereupon, at 12:50 p,m. the hearing was adjourned until 2 p.m. 
of the same day.) 


loyed workers in all States 
they are still unemployed 


AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 


Our next witness is our colleague from Pennsylvania, the Honor- 
able James EF. Van Zandt. 


Mr. Van Zandt, tell us the district in Pennsylvania you represent 
and you will be recognized. 


STATEMENT OF REPRESENTATIVE JAMES E. VAN ZANDT, OF 
PENNSYLVANIA 


Mr. Van Zanvr. Thank you. The 20th District of Pennsylvania 


The Cuarrman. We have otherwise identified you. We are glad to 
have you with us toda 


Mr. VAN ZANDT. Thank you. 


Mr. Chairman, the opportunity to appear before this committee is 
deeply appreciated. As many of you know, it was my privilege to 
appear here last March 28 in support of legislation to extend the un- 
employment compensation period 13 weeks. 

Since that date Congress not only extended the benefit period 13 
weeks, but further amended: the law by extending the temporary 
period of benefit to July 1 of this year. The two bills authorizing the 
two extensions of the benefit period had my approval. 
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In appearing before you today, it is for the purpose of emphasizin j 
the acute unemployment situation that exists in Pennsylvania, an mit 
especially in my congressional district, comprising Blair, Centre, and ma 
Clearfield Counties. In this connection the temporary extension of sho 
unemployment compensation has proved a godsend to thousands of M 
Pennsylvanians who find themselves unemployed through no fault of phil 
their own. com 

For the information of the committee, Pennsylvania’s unemploy- M 
ment is nearly a half million or 10.7 percent of its labor force. For T 
years the State’s unemployment rate has exceeded the national rate, T 
which is now about 7 percent. igan 

In other words, aha I am trying to stress is that recovery as far M 
as Pennsylvania is concerned is moving at a snail’s pace. The result We 
is that the Bureau of Unemployment Security in Pennsylvania is Rab: 
ey. working night and day processing hundreds of thousands of 
unemployment checks weekly. STA? 

In getting back to my con ional district, chronic unemployment 
for many years has plagued two of the three labor markets to the 
extent that in the Altoona area, which is my hometown, we have 7,000 M 
unemployed, or 13.1 percent of the labor force, while in the Clearfield- Ber 
DuBois area we have 5,100 unemployed, for an average of 13.8 percent. 13 ty 

The greatest unemployment in Pennsylvania is in the southwestern FF , |, 
part of the State where 24 percent of the work force is unemployed in § ;,,- fa. 
the area. When you take the Altoona labor , 
force and consolidate it with neighboring Johnstown, the Altoona- ptt 
Johnstown area has 16 percent unemployed and is second to the § };,, ‘ 
area in the number of jobless in Penn- 

vania. 
"ae Chairman, from these figures, I am certain it is not difficult eared 
to understand the acute and chronic unemployment problem we have hd Be) 
in Pennsylvania. Frankly, these unemployed, all good Americans, thee 
are desperate and have no place to turn when they exhaust their I be 
eligibility for unemployment compensation except to go on the rolls in? ' 
of public assistance and surplus commodities. da’ 

moment ago I mentioned the hundreds of thousands of unem- § puma 
ployment compensation checks issued weekly in Pennsylvania 
to the State’s unemployed. Naturaily, prolonged unemployment in vidine 
the Keystone State has had its effect on the compensation fund to weekae 
the point where it has reached its lowest balance in history. out of , 

At this time I wish to inform the committee that the State senate § jp, ‘ 
in Pennsylvania is fully aware of the acute fiscal situation and re-  yeq}} : 
cently approved a resolution calling on Governor David Lawrence to § gyolje : 
name a committee to study the unemployment compensation fund for Wher 
the pur of plugging existing loopholes which permit payments § poco to. 
of benefits to persons not entitled to them. ary poe 

That concludes my statement, Mr. Chairman, these al 

The Cuatrman. Mr. Van Zandt, we thank you, sir, for coming to ff cerned » 
the committee with your views. today f 

Are there any questions ? matel , 

Mr. Machrowicz? thead 

Mr. Macnrowrcz. Do you approve of the bills pending in this com- J ployed 4 
mittee for Federal standards on unemployment compensation ? Mr. C 

Mr. Van Zanvr. There are some 50 bills pending in the Congress. § permane 


Mr. Macurowioz. That is right. 
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Mr. Van Zanpr. I understand that 46 of them are before this com- 
mittee and I am waiting for the hearings to be concluded and a digest 
made available so that I can intelligently decide how the program 
should be improved. 

Mr. Macurowicz. Forgetting the individual bills, do you favor the 
philosophy that there should be Federal standards on unemployment 
compensation benefits and duration ? 

Me. Van Zanpr. Yes, I do. 

The Cuatrman. Thank you, Mr. Van Zandt. 

The CHatrMan. We will now hear from our colleague from Mich- 
igan, the Honorable Louis C. Rabaut. 

Mr. Rabaut will you please come forward to the witness table? 
We appreciate having you with the committee this morning, Mr. 
Rabaut, and you are recognized. . 


STATEMENT OF REPRESENTATIVE LOUIS C. RABAUT, OF MICHIGAN 


THE NATION’S RESPONSIBILITY FOR ITS UNEMPLOYED 


Mr. Ranaut. Mr. Chairman, not long ago the Detroit Free Press 
carried a picture of a 29-year-old unemployed worker—a veteran of 


. 13 months of fighting in Korea—who was picked up by the police as 
. a vagrant because he was searching in garbage cans for food. He 
- informed the judge that he was not a vagrant because he had a home— 


a pup tent. Asked how he had managed to stay alive during Detroit’s 
zero weather he replied that he had a big shaggy dog that slept with 
him to keep him warm. His problem—he was able and willing to 
work, but he couldn’t find work. And so this man who had, in de- 
fense of his country, slept in tents in the hills of Korea was now forced 
by circumstances beyond his control, to pe in a tent and seek food 
in garbage cans in one of the great cities of the wealthiest Nation in 
the 

I begin my remarks with this story because I want to emphasize the 
point that while we deliberate and, I’m afraid, procrastinate on what 
to do about our unemployment insurance plan, we are compounding 
human misery. Let us always remember that we are talking about 
men and women who until they were laid off, were accustomed to pro- 
viding their family with a weekly paycheck. During the subsequent 
weeks of discouraging job hunting they learnéd to squeeze an existence 
out of minimal income provided by unemployment insurance. When 
they exhausted the unemployment benefits their situation became 
rea Vy desperate and most of them had to fall back on the already 
swollen general relief rolls. 

When we are told, therefore, that penne ment in this country 
rose to 4,749,000 in February of this year—the highest for any Febru- 
ary since the war with the exception of 1958—let us never forget that 
these alarming statistics are not just ledger entries. They are con- 
cerned with our own fellow Americans. And I believe I speak here 
today for the 434 million people now out of work, for the approxi- 
mately 2 million workers who will exhaust their benefits in the year 
ahead, and the 10 to 12 million Americans who will become unem- 
ployed for some substantial time during the year ahead. 

Mr. Chairman, Congress has not come to grips with the real and 
permanent problems of unemployment in this country. We have 
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known, during sunny weather, that the cracks in the roof were grow- 
ing wider and deeper, and when storm clouds have appeared on the 
horizon we have, from time to time, stuffed a little paper into these 
rowing gaps. But it seems to me to be abundantly clear that the 
acts of our time call for a whole new roof, and a temporary tarpaulin 
to protect us until we can build that roof. 

The statesmanlike approach to this problem, in my considered opin- 
ion, is contained in two proposals now before this Congress. The 
first, S. 1323, the McNamara-Hart bill, provides the temporary tar- 
paulin in the form of Federal grants of up to 16 weeks for the approxi- 
mately 2 million unemployed workers who have currently exhausted 
their rights to State and Federal benefit or who were never covered 
by unemployment insurance and are still unemployed. In addition, 
about 114 million persons who exhaust their benefits in the coming 
year will receive payments under the bill. ‘The second, H.R. 3457, 
the Karsten-Machrowicz bill, builds the kind of roof which provides 
genuine and equitable protection for the problems we are facing now 
and which will inevitably grow in the future. I firmly believe that if 
the Federal standards in this bill as to benefit amount and duration 
were now in effect, the terrible tragedy of the current recession would 
be significantly reduced both for the unemployed and for the entire 
economy. We must pass these standards this session to prepare our 
Federal-State unemployment insurance system for future recessions. 

We in Michigan—and in other hard hit States—are particular! 
interested in the reinsurance provisions of the Federal standards bill 
This was one of the points made by the eight Governors who visited 
President Eisenhower on Monday of this week. They stated: “We 
favor adequate Federal advances to meet emergencies where the 
problems of unemployment are beyond the ability of the affected State 
governments.” Michigan, I am afraid, fits this description. Its un- 
employment compensation system paid out about $324 million in 
benefits in 1958, while collecting only about $122 million in taxes and 
interest. Our State had to borrow $113 million under the Reed Act 
and through December 1958 it had obligated itself for another $64 
million under the expiring Temporary Unemployment Compensation 
Act. The situation has gotten so bad that some Michigan employers 
have volunteered to pay their unemployment tax early so that benefit 
payments could be met. The Karsten-Machrowicz bill, which pro- 
vides that the Federal Government will pay three-fourths of the 
money for benefits payments which exceed 2 percent of taxable pay- 
roll, is a reasonable way to approach the situation where an unemploy- 
ment emergency has pushed a State unemployment compensation 
system to the wall. 

If we are willing to look at the facts, it must become clear to all 
of us that we are not here concerned with a temporary problem which 
yields to the kind of passive patchwork approach which has so far 
prevailed. The cold fact is that although industrial production and 
the gross national product have improved, unemployment has in- 
creased steadily ath, month since last November. Some 256 major 
and minor labor areas are now on the critical list, with more than 6 
percent of their total work force unemployed. Some 80 areas in 20 
different States have, during the past 24 months, had more than 6 

percent of their work force unemployed for a period of 18 months out 
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of 24 months. My own State of Michigan, one of the Nation’s lead- 
ing producers of durable goods, has felt the brunt of the nationwide 
business recession of last year. As of February 15, Michigan had 
364,000 unemployed, or 12.4 percent of the total labor force. In 
Detroit we have 229,000, or 15.4 percent of the total labor. force un- 
employed. 

Moreover, we have not only a problem of numbers but of depth. 
For, as Max Horton, director of the Michigan Employment Security 
Commission told the Senate Finance Committee last Friday, of the 
229,000 unemployed workers in Detroit some 85,000 are “what we call 
hard core unemployed. In other words, they have been out of the 
factories so long and they have no attachment, and for that reason we 
feel that we have an economic disaster.” 

We face a situation, Mr. Chairman, which is not going to be solved 
by reassnrances from the administration that we have nothing to 
worry zbout. There are many reasons why unemployment hangs on. 

Automation is permanently eliminating many jobs in industry. On 
February 6 of this year the Federal Reserve Board pointed out that 
if the level of production in the automotive industry as of December 
1958 is compared to that of December 1956, production in 1958 was 
only 4 percent less but the number of workers required was 20 percent 
less. Automation is making similar inroads in the electrical industry, 
in steel, and in the coal eter We must recognize that the man 
who loses his job to a machine—especially if he is middle aged or 
over—is not going to find it easy to find another one, nor is his son 
going to be able to take over his father’s old job. 

The rate of economic expansion is too slow to provide new jobs for 
displaced workers or to absorb new entrants into the labor foree. At 
the same time, the growing pool of unemployed helps to prevent wages 
from rising to supply needed purchasing power. 

IT am aware of the fact that the Governor’s conference has just 
issued a statement to the effect that the States do not want Federal 
standards. But I remind the Congress that most of these States have 
failed to respond to the repeated exhortations of the administration 
that they act themselves to liberalize their own laws. 

I am also aware of the fact that some of our more fortunate com- 
munities do not face the heavy problem we face in Michigan. But 
I have tried to indicate that our situation reflects the kind of industrial 
changes which are, increasingly, going to affect other communities in 
the land. 

We face a situation which will not be solved by any source. It will 
not be solved by honeyed phrases. It will not be solved by conferences 
or councils. It must be solved by the Congress acting courageously 
and because we care. I believe that the measures here presented are 
that kind of program. 

The Cuarrman. Mr. Rabaut, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Razavut. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from New Jersey, the Hon- 
orable Peter W. Rodino, Jr.. 
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Mr. Rodino, will you please come forward to the witness table ¢ 
We appreciate having you with the committee this morning, Mr. 
Rodino, and you are recognized. 


STATEMENT OF REPRESENTATIVE PETER W. RODINO, JR., OF NEW 
JERSEY 


Mr. Roprno. Mr. Chairman, during the past 2 years of recession 
the Congress has twice acted, on an emergency basis, to provide stop- 

p loans so that States heavily hit by unemployment could continue 
to pay limited benefits to certain workers who have exhausted their 
benefit rights. In the previous dips in the economy which have oc- 
curred since World War II there have been similar flurries of activity 
with equally insubstantial results. I believe, therefore, we must rec- 
ognize that this type of temporary stop-gap emergency action only 
in times of extreme crisis is a refusal to face up to the basic problems 
that confront us. Instead of waiting until the basement is flooded 
before we patch up a leak we should build a firm foundation now. 
We must at this time, I am convinced, establish the kind of long-range 
standards for State programs which will not only meet the individual 
problems of our unemployed whenever and wherever they occur, but 
will also serve as a built-in stabilizer to avert disastrous dips in the 
economy. 

The need for Federal standards as to benefit amount and benefit 
duration are well known to the members of this committee. Some 
State legislatures, beguiled by “scare” assertions that employer unem- 
ployment tax rates play a decisive part in industry plant location de- 
cisions, have entered into a competition to see who can have the most 
ineffectual unemployment compensation plans. From 1938 to the 
present, tax rates as a percentage of total payroll have declined from 

»2.7 percent to 0.9 percent, or one-third of the amount originally in- 
tended. Translated as a cost of doing business they have been reduced 
from 4 cents per employee hour to 114 cents during this period. At the 
same time, maximum benefits, as they are related to average weekly 
wages, have declined in every State since 1939—from a maximum of 
65 percent for the typical State to 44 percent today. And as to benefit 
duration, the temporary legislation we passed last year stands as con- 
vincing testimony of need for Federal standards. 

The Federal standards bill that I have introduced, H.R. 3583, 
which is the same as that introduced by your distinguished colleagues, 
Congressmen Karsten and Machrowicz, would restore the basic role of 
unemployment insurance by requiring that the weekly benefit be at 
least half the individual’s regular wages, subject to a statewide maxi- 
mum of two-thirds of the State’s average weekly wage; that the 
benefits be paid to eligible workers for 39 weeks; and that reinsur- 
ance grants would be made to States whose unemployment funds 
have been particularly hard hit by the recession. Moreover, the bill 
would allow States to choose between the present experience rating 
system or a uniform tax rate for employers. 

Since 1954 the present administration has been cajoling the States 
to modernize their laws as to benefit amount and duration. The re- 
sults, needless to say, have been negligible. Under questioning before 
this committee, spokesmen for the administration had trouble, as you 


kne 
stal 
Uni 
star 
Art 
but 
for 
the. 
A 
restc 
pens. 
of wi 
Seco! 
their 
Th 
stanc 
to co 
these 
yet tl 
the § 
State 
Th 
Virgi 
last y 
and 1] 
State 
Fe 
times 
cisely 
toolit 
ment 
of Le 
TO 
the st 
pocket 
chang 
fewer 
Mo 
of the 
perfe 
suffer 
indivi 
Iu 
their 
unem] 
today 
The 
comm 
avery 
Mr. 
The 
Tha 
We 
Halpe 


UNEMPLOYMENT COMPENSATION 105 


know, in pointing to any States which had met the modest Eisenhower 
standards. Secretary of Labor Mitchell’s own Advisory Council on 
Unemployment Security has recently urged the enactment of Federal 
standards as has President Eisenhower’s former economic adviser, 
Arthur Burns. At times this year, it has looked as if Secretary 
Mitchell was about to come out for Federal standards in some form 
but it appears that other advisers have reached the ear of the President. 

Our own Governor, Robert J. Meyner, of New Jersey, put the case 
for Federal standards positively when he said in his statement before 
the Finance Committee last spring : 

A single State, of course, is relatively powerless to prevent recessions or to 
restore economic health to the Nation’s business. * * * In unemployment com- 
pensation, the difficulties of the States have been twofold. First, the incidence 
of unemployment has been quite unevenly distributed among the States. * * * 
Second, some States, for the most part, less industrialized ones, have kept 
their levels and duration of unemployment benefits relatively low. 

The combination of these two factors has permitted such low-incidence, low- 
standard States to maintain comparatively low unemployment taxes and, thus, 
to compete unfairly in interstate trade and location of industry. Because of 
these conditions, it is possible to find two firms with the same experience, and 
yet the one located in a less industrialized State paying but one-half or one-third 
the State unemployment taxes paid by the one located in a highly industrial 
State. 

The tax advantages of low-benefit standards can be illustrated by an example. 
Virginia for years has had one of the lowest State unemployment-tax rates— 
last year 0.5 percent of payrolls compared with a national average of 1.3 percent, 
and 1.6 for New Jersey. It also has had the lowest duration of benefits of any 
State ; namely, 8 to 18 weeks, 

_ For we must, I believe, face up to the fact that, even in the best of 
times, unemployment will strike many families in our country pre- 
cisely because a dynamic economy, and a defense economy, requires re- 
tooling from time to time; because of improvement of plant and equip- 
ment; and because of the mobility of industry. Even the Department 
of Labor, in the person of its Under Secretary, the Honorable James 
T. O’Connell, has recognized this point. For he testified before you at 
the start of these hearings that— 
pockets of unemployment will remain in some areas as a result of technological 
change and changes in our industrial geography : some industries are employing 
fewer people and others are moving. 


Moreover, he emphasized that unemployment insurance is now one 
of the most important weapons we have for fighting recessions, and im- 
perfect as it is, it meets the human needs of many families who may 
suffer from the results of economic dislocations for which they, as 
individuals, have no responsibility. 

I urge this committee to weigh these considerations carefully in 
their hearts and to act boldly and substantively in modernizing our 
ee ot insurance plan to meet tomorrow’s needs as well as 
oday’s. 

The Cuatrman. Mr. Rodino, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
avery finestatement. We appreciate it. 

Mr. Roptno. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will hear from our colleague from New York, Hon. Seymour 
Halpern. 


] 
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Mr. Halpern, will you please come forward to the witness table? . 
We appreciate having you with the committee this morning, Mr. 
Halpern, and you are recognized. 


STATEMENT OF REPRESENTATIVE SEYMOUR HALPERN, OF NEW 
YORK 


Mr. Harpern. Mr. Chairman, I greatly appreciate the courtesy of 
this committee in allowing me to present my views on H.R. 3567, the 
bill which I introduced, along with many of our colleagues, to revise, 
extend, and improve the unemployment insurance program. I thank 
the committee for this opportunity to discuss the merits of this bill. 

Many Members of the House have discussed the provisions of the 
proposed legislation ably and thoroughly. I do not wish to take the 
time of the committee to reiterate the strong arguments made by its 
proponents, arguments with which I fully concur. The inadequacy 
of restricted benefit rates in numerous State programs and limited 
duration periods was made glaringly apparent during the recession. 
In my own State of New York the situation is not as crucial as in some 
other States, but the mere fact that some States do have systems that 
can be said to be reasonably adequate does not in any way lessen the 
problem created by those which remain laggard and indifferent. 

In a nationally integrated economy, distress occasioned by unre- 
lieved unemployment wherever it exists will result in repercussions 
throughout the Nation in the form of lessened economic activity. And 
then, when industries in New York, in addition to financing the State’s 
own program of unemployment insurance, are called upon to pay taxes 
to the Federal Government to provide funds to be loaned to States 
with insufficient reserves, the inequities of the situation demand the 
adoption of more compatible standards in each State. Corrective 
‘measures in this regard are provided by H.R. 3567. 

I wish to address my remarks today particularly to the reasons why 
such a program would be of positive benefit to my own State and 
district, in addition to eliminating certain inequities already referred 
to. 
My own district in Queens County is regarded as part of the Greater 
New York labor market area. As of March 1959, this area was classi- 
fied as a “D” area, that is, one with a substantial labor surplus. Six 
other areas in the State were similarly categorized. 

Although the rate of decline of employment in the New York City 
area from November 1957 to November 1958 was no greater than the 
national average, 1.8 as against 1.9 percent, the rate of decline in the 
State was considerably higher, 2.5 percent. This was reflected in the 
number of persons in the State and city who received unemployment 
insurance during 1958, and even more graphically in the eae of 
those who applied for benefits under the temporary extended Federal 

rogram. 
" The average monthly registered unemployment in New York State 
during 1958 was 380,516, and comparable figures for New York City 
were 209,735. 

Throughout the State during the year, a total of 226,000 persons, or 
about one-tenth of the national number, exhausted their regular bene- 
fits, and by the end of November 203,332 persons had filed claims for 
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temporary unemployment compensation under the Federal program. 
Of these, 64,794 had exhausted their benefits under the temporary pro- 
gram by the end of November, and about 63,000 were filing temporary 
claims for the week ending December 26, 1958. 

The following chart indicates the monthly unemployment insurance 
claims filed in New York State in 1958, plus the monthly exhaustion 
of regular benefit rights : 


Registered 


unem- Exhaustion unem- | Exhaustion 
Month, 1958 ployment | of benefit Month, 1958 ae of benefit 
insurance rights urance rights 
applicants 
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In my own district, for three offices of the State labor department, 
the following statistics were furnished to me for the midmonth week 
of March 1959, regarding the number of applicants for unemployment 
insurance. This chart, like the one above excludes veterans, Federal 
workers, and maritime seamen. In addition, however, the chart does 


include the numbers of applicants for the temporary insurance pro- 
gram: 


Long Island City. 


1 Temporary unemployment compensation. 


The ratio of the applicants for the temporary program to those 
for regular unemployment insurance is, in each instance, almost one- 
tenth. In other words, approximately one-tenth of the applicants in 
my district have exhausted their poten, benefits under the State’s 26 
weeks program and are dependent upon the additional 13-week pro- 
gram of the Federal Government. The total number who have ex- 
hausted both programs is unobtainable. 

The severity of the impact of the recession in New York is reflected 
in these findings : Over $4 billion were paid out in unemployment com- 
pensation throughout the Nation in 1958; more than one-half a billion 
dollars (or one-eighth of this total) was paid in New York. About 
one-tenth of those who exhausted their regular benefits throughout the 
Nation were in New York. In my own district, one-tenth of the 
applicants who are now applying for unemployment insurance are 
applying for the extended program. 

It is apparent that a benefit period of 26 weeks is insufficient for 
many of those who become unemployed even during a relatively light 
recession when the national unemployment ratio was about 8 percent. 
When one-tenth of those receiving unemployment insurance are ex- 
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108 UNEMPLOYMENT COMPENSATION 
hausting their regular benefits and are requiring assistance from the 
temporary Federal program, it is clear, in my opinion, that revision 
of our present standards is essential. 

That is why I earnestly urge the committee to recommend the mn a 
tion of this legislation. Had « a national program of 39 weeks been 
existence in 1958 over 200,000 persons would have been benefited in 
New York alone. I can only conjecture about what might have 
happened in the many States which did not accept the Federal pro- 


am. 

The magnitude of the human need, the inequities in the present sys- 
tem, and the benefit to our national economy are, in my opinion, irre- 
futable reasons for the adoption of the proposed legislation. 

The Cuarrman. Mr. Halpern, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Haurern. Thank you, Mr. Chairman. 

The Cuamman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from Maryland, the Honor- 
able Samuel N. Friedel. 

Mr. Friedel, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Friedel, and you are recognized. 


STATEMENT OF REPRESENTATIVE SAMUEL N. FRIEDEL, OF 
MARYLAND 


Mr. Frrepex. Mr. Chairman and members of the committee, it is 
indeed a great pleasure for me to appear before my esteemed col- 
lenges who comprise this very important committee of the Congress 
and to give my wholehearted support to the bills establishing certain 
minimum standards of unemployment compensation, in addition to 
the standards that have been in the Federal law since enactment of 
the original Social Security Act in 1935. 

No doubt you gentleman were as shocked and horrified as I was 
when you read in the April 6, 1959, issue of U.S. News & World 
Report that 5 million people are on the breadlines. This figure was 
based upon a count in 1,300 communities, where needy families are 
lining up for free food from Federal warehouses. It is most unfor- 
tunate that the number of people on the breadlines today is double that 
of a year ago and that these lines of the hungry are growing. This is 
a shocking Teyelation to America in a time of so-called high prosper- 
ity. We know full well that our people are in dire distress and that 
their plight is pitiful. 

We, who are privileged to serve as the legislative branch of the 
Federal Government, are charged with the responsibility of enacting 
legislation to help the welfare of our country and its citizens. We 
have that opportunity here and now. 

The unemployment problem has lingered too long and clearly 
demonstrates the urgent and pressing need for just the basic improve- 
ments in the unemployment security system which these measures pro- 
pose. In these days of the very high cost of living it does not take 
much to convince anyone that the present unemployment compensation 
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penefits are entirely inadequate in amount and also are of a far too 
short duration. 

You gentlemen have been supplied with statistics of all sorts that 
speak, not only of the growing army of the unemployed, but also bear 
testimony in clear terms that the very small amount of compensa- 
tion given can hardly cover the ever-rising costs of food, shelter, and 
clothing—the essentials of life. These irrefutable fig I need not 
cite again. But I do ask that you open your hearts to the needs of 
the suffering millions of men, women, and children. Heed their cries 
and rest assured that your affirmative action in favor of this much- 
needed legislation will not only give a helping hand to those in need, 
but will prove, in large measure, to be also a factor in stimulating our 
Nation’s economy. 

The Cuatrman. Mr. Friedel, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Friuepev. Thank you, Mr. Chairman. 

The Cuatrman. Any questions 

Thank you, sir. 

We will now hear from our colleague from Pennsylvania, the Hon- 
orable Herman Toll. 

Mr. Toll, will you please come forward to the witness table? 


We appreciate having you with the committee this morning, Mr. 
Toll, and you are recognized. 


STATEMENT OF REPRESENTATIVE HERMAN TOLL, OF 
PENNSYLVANIA 


Mr. Touu. Mr. Chairman, members of the committee, I appreciate 
this opportunity to appear before you and submit my testimony on 
behalf of the Karsten-Machrowicz bill, H.R. 3547. 

I am one of those Members of Congress who have asked to be an- 
nounced in support of this bill and I reaffirm my support now. 

At the present time in Pennsylvania, maximum unemployment com- 
pensation is $35 per week for a maximum duration of 80 weeks. Even 
though this is high in comparison with many States, it is evident that 
$35 is not a sufficient amount to give the expected American standard 
of yy the average family. Under the proposed bill, the maxi- 
mum in Pennsylvania would be increased to $55 a week for a duration 
of 39 weeks. 

Under the present law, the maximum total amount an unemployed 
worker in Pennsylvania can receive is $1,050. Under the proposed 
law it would be $2,145. This would constitute an increased unemploy- 
ment compensation of $1,095. It is a substantial difference and an 
Increase that would be welcomed by every unemployed worker in the 
State of Pennsylvania. 

At the present time Philadelphia is classified in group D. Group 
D is that category in which jobseekers are in excess of Job openings 
ind according to Area Labor Market Trends, published by the Depart- 
ment of Labor, this situation is expected to continue over the next 4 
months. I hope this is not so, but my own personal feeling is that it 
will continue much longer than the next 4 months, and I believe we 
face the grave possibility that the number of unemployed will increase. 
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I recognize that this bill is a departure from past practice. Like 
you, I have heard the cry that States rights are being violated. But 
States rights do not include the right to enforce a substandard level of 
life upon the unemployed, nor do they include the freedom to look the 
other way as our economy weakens. 

Our economy is integrated. It cannot be separated into sepnontn, 
some rich, some poor. No States are islands, all are interrel 
economically with the other. 

Some States may try to retain low compensation benefits in order 
to keep premium payments down and use this situation as bait for 
new industry. I regard this a shabby trafficking in the lives of work- 
ing people. The competitive enterprise system nowhere should 
mean competition to achieve the lowest living standards possible. 
Competition between the States in such a direction is surely un- 
healthy. I am certain that the Governors of the various States will 
go on record with this committee as welcoming Federal unemploy- 
ment compensation standards without fear that the rights of their 
States are being violated. 

Unemployment is a great destroyer of the American way of life. 
It brings despair and poverty to the American family and all too 
frequently becomes a wrecker of the American home. Therefore, 
I feel that all of us should work together to move our people closer 
to the American ideal. 

No State by itself can suffer unemployment without affecting other 
States. Unemployment is not a State problem but a national prob- 
lem. No one State can remain secure, while other States suffer from 
unemployment. The decline of purchasing power in any one State 
is bound to affect all of the States. That is why I feel that we should 
rise above sectional differences and earnestly strive for a prosperous 
America. 

This bill, of course, will not by itself give us a more prosperous 
America, but it will give to unemployed workers all over America 
increased purchasing power and it will reduce the possibility of facing 
another major depression. 

I have stated my earnest belief and I sincerely hope that a great 
majority of you will vote for approval of the Karsten-Machrowicz 
bill, H.R. 3547. 

Thank you very much. 

The Cuarman. Mr. Toll, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
a very fine statement. We appreciate it. 

Mr. Toru, Thank you, Mr. Shaina. 

The Cuarrman. Any questions? 

Thank you, sir. 

Our next witness is Mr. Frank Cantrell, a native of my home State 
and a friend of many years, who is representing the Arkansas State 
Chamber of Commerce, the Associated Industries of Arkansas, and 
Conference of Southern Industrial Associations. 

Mr. Cantrell, you are recognized. 
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STATEMENT OF FRANK W. CANTRELL, MANAGING DIRECTOR OF 
ASSOCIATED INDUSTRIES OF ARKANSAS, INC., ACCOMPANIED BY 
DAMON HARRISON, DIRECTOR OF INDUSTRIAL DEVELOPMENT 
FOR THE LOUISVILLE CHAMBER OF COMMERCE 


Mr. Mason. Mr. Cantrell, before you start let me congratulate you 
upon your representation in Congress. You have in my estimation 
one of the topmost men in the House of Representatives sitting in this 
chair here, and he does not belong to my party. 

Mr. Cantrett. Thank you, Mr. Mason. It is indeed a great source 
of pride with all the people of Arkansas that the chairman of this 
distinguished committee is a native son of Arkansas and in fact all the 
members of our delegation give us a great deal of pride. We think 
we have one of the finest in the United States in our delegation. 

The CuarrMAn. You have so well qualified yourself, Mr. Cantrell, 
that we will just take the time limit off. 

Mr. Canrrrett. Thank you, Mr. Chairman. 

May I say, Mr. Chairman, that I have with me Mr. Damon Har- 
rison, director of industrial development for the Louisville Chamber 
of Commerce, who is more of a technician in matters of unemploy- 
ment compensation than I. 

Mr. Chairman, and members of the committee, my name is Frank 
W. Cantrell. I am managing director of Associated Industries of 
Arkansas, Inc., a State association of manufacturers and other in- 
dustrial employers, and I am managing director of the Arkansas State 
Chamber of Commerce, in which position I have devoted some 15 years 
of attention to labor-management relations and in whose behalf I 
appear here today. 

| appear also in behalf of the Conference of Southern Industrial 
Associations, of which Associated Industries of Arkansas is a mem- 
ber. The conference is a federation of 17 State and regional associa- 
tions of manufacturers domiciled in 13 of the Southern States. Among 
the 14,000 firms comprising the membership of these associations are 
many engaged in the so-called low-wage industries, such as lumber 
and wood products, furniture, apparel, textiles, and food products, 
ag a: constitute an important segment of the South’s manufacturing 
industry. 

A list of the conference members is appended to this statement. 

Industrial employers of the South as well as other regions of the 
Nation have long recognized the social and economic desirability of 
insurance against the hazards of unemployment resulting from factors 
over which the employee has no control. So it is not our intention to 
find fault with the concept of unemployment compensation. 

We believe, however, that experience has confirmed the wisdom 
shown by the Congress, when it established the social security system, 
in leaving to the several States the authority to enact their own unem- 
ployment compensation laws in conformity with the Federal legisla- 
tion. In so doing, Congress gave recognition to the wide differences 
in economic ts Mn in income levels, and in wage structures as 
among the States. 
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It was emphasized at that time that the States were to have wide 
latitude in the establishment of their unemployment compensation 
systems, unless the States turned the unemployment compensation sys- 
tems into relief programs which it was desired to avoid. 

Thus the standards of compensation, the weekly benefit. amount, 
the duration thereof, and the conditions of qualification, have in the 
two decades of our experience with this legislation tended to reflect an 
evaluation of practical needs by those grassroots lawmakers, the 
members of our State legislature. 

The argument has been advanced in justification of proposals to 
impose on the States Federal standards of unemployment benefits, 
that such legislation is needed because the States are not making ade- 
quate provision for their own people faced with loss of earnings dur- 
ing periods of employment. 

It is contended that inasmuch as the State legislatures are unwilling 
to do the right thing, it therefore devolves upon the Congress to 
whip them into line by the stick-and-carrot method. 

This would place the Congress somewhat in the position of the Boy 
Scout who had such a tough time doing his good deed for the day be- 
cause the old lady fiercely resisted being escorted across the street. 

From whence does the clamor for Federal standards of unemploy- 
ment benefits arise? Does it come from the States themselves? Are 
large numbers of our citizens across the country presenting petitions 
to the Members of Congress requesting federalization? Do all the 
Governors of the 50 States favor federalization? Do the State ad- 
ministrators of unemployment compensation advocate federalization ? 
I believe you will find a majority opposed to such legislation. 

Does not the campaign for Federal standards arise perhaps right 
here in Washington itself ? 

The pending legislation it appears would drive one more nail in the 
coffin of our State governments. It clearly would deprive the States 
of one more important area of responsibility to their own citizens. It 
seems intended to further the concentration within the Federal Gov- 
ernment, here in Washington, of every last vestige of control over the 
entire field of labor-management relations. 

Proposals to federalize the unemployment compensation program 
imply that the State governments have neither the will nor the capac- 
ity for determining and meeting the needs of their own people; that 
therefore the Congress must rescue the people from the weaknesses 
and iniquities of their own State governments. If this be so, then 
what further need have we for State canitols and State legislatures? 

As an attempt to forge one more link in a long chain of legislative 
enactments and court rulings that have steadily reduced the powers 
and authority of the States, the pending legislation must be strongly 
opposed as one more invasion of an area heretofore reserved exclu- 

sively to the States. 

The history of our State employment security statutes over more 
than 20 years is one of continuous improvement and refinement. At 
vitrually every session of every State legislature, amendment of the 
Employment Security Act is a perennial object of consideration. 
large oe of those State acts which result are based on “agreed” 
bills, hammered out and agreed to in prelegislative negotiations by 

representatives of labor, management, and the State agency involved. 
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This very year, 1959, will undoubtedly bring unparalleled increases 
in unemployment benefits. Forty-four State legislatures are either 
meeting or have completed their sessions and a State-by-State survey 
indicates that increases in weekly benefits, most of them very sub- 
stantial, are expected in more than 30 States, and an increase in 
duration of benefits in at least 20. This survey indicates that the 
States will continue to meet, and in some instances exceed, the presi- 
dential recommendation of 1959. 

By late March, there were 18 States that had either completed 
their legislative programs for 1959 or had adjourned their sessions 
without enacting any major legislation in the unemployment com- 
pensation field. The following are items of completed legislation : 

Eleven States have increased duration, 2 to 24 weeks, 4 to 26 weeks, 
four beyond 26 weeks, and one with provision for an “emergency” 
extension of duration triggered by a measure of high unemployment. 
Several other States are likely to enact a similar provision. 

Ten States have increased weekly benefit amounts, with escalator 
provisions in three of the States. 

Four States will count pensions as income deductible from benefits. 

Indiana and Ohio have approved unrestricted payment of unem- 

loyment benefits and supplemental unemployment benefits of the 
southern States represented by the Southern Conference Industrial 
Associations, action to increase the weekly benefit amount or to extend 
duration has been taken this year by Tennessee, Louisiana, and 
Arkansas. 

Similar action is expected to be taken this year by Alabama, Florida, 
North Carolina, Oklahoma, and Texas. Kentucky raised its benefit 
amount last year. 

Four States increased the maximum tax rate beyond 2.7 percent— 
three to 3.7 percent and one to 4 percent. 

In this connection in relation to the testimony of the Under Secre- 
tary of Labor this morning with regard to an increase in the 0.3 per- 
cent Federal tax, I think there is an increasing tendency on the part 
of the States to increase their tax rate, and of course if more mone 
is needed for the payment of benefits, that would seem to the business 
associations the way to do it, to keep their funds solvent by increasing 
their tax. 


Four States have increased qualifying wage or employment condi- 
tions for benefit eligibility. 

As noted above, more than a dozen States are expected to increase 
duration beyond 26 weeks, about half as permanent extensions of a 
variable duration formula and half as emergency measures, like tem- 
porary unemployment compensation (TUC), triggered by some meas- 
ure of high unemployment. 

Perhaps the members of the committee will permit a few references, 
or purposes of illustration, to the record in this respect of what has 
been unjustly termed a “laggard” State—my own State of Arkansas. 

Arkansas is known as a low-income State. Its per capita income is 
less than two-thirds of the national average. It has a predominance 
of those industries that pay low wages nationwide. Its average week- 
ly wage in manufacturing, approximately $60, is substantially below 
the national average. Unemployment benefit levels that might be 
appropriate for Connecticut or California simply would be unrealistic 
for Arkansas because the wage base is just not there. 
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Since its enactment in 1937, the Arkansas Employment Security 
Act has been amended by nine general assemblies, meeting every other 
year. In each instance, the amendments were lutenitod to preserve 
and improve the act by facilitating the equitable accumulation of an 
adequate trust fund and the sound administration of benefits. Most 
of these amendments were of the so-called agreed type. 

It is alleged that Arkansas in common with other “laggards” has 
not increased its benefits in keeping with the declining purchasing 
power of the dollar. But the record does not bear out this contention, 
At its recently concluded session, the legislature increased the maxi- 
mum weekly benefit to $30, which is greater than 50 percent of the 
average weekly wage in covered employment, and extended the maxi- 
mum duration to 26 weeks, an increase of 44 percent from the 18 weeks. 

Even under the old maximums of $26 a week for 18 weeks, Arkansas 
had more than kept pace with the increased cost of living, for whereas 
the weekly average benefit in Arkansas in 1939 was $6.66, by 1958 it 
had risen to $20.61, an increase of 209.5 percent. Over the same period 
the cost of living increased by 108.2 percent, little more than half 
as much. 

I trust that the members of the committee will bear with me in 
these references to one State, because what has been done in Arkansas 
is plainly typical of what is happening across the Nation this year. 
The employers of Arkansas have offered no opposition in principle to 
the recent increase in maximum benefit amount and duration, having 
adopted an informal policy of acceeding to a benefit amount approxi- 
mately equal to half the average weekly wage in covered employment. 

We have gone along with that in every sense and we believe the 
present maximum will generally conform to that standard for at least 
until the 1961 session of the legislature. During calendar 1958, Ar- 
kansas benefit payments totaled about $13 million, as against employer 
contributions of $7 million. This had the effect of reducing the State’s 
trust fund by about $5 million. But it cannot be said Arkansas em- 
ployers are financing an eee low-cost program, for the Arkan- 
sas cost rate 1946-56, that is, benefits paid as a percentage of taxable 
ee was 22d highest in the Nation. 

he experience of the past year, plus the increased benefits and 
duration provided by the 1959 legislature, means that Arkansas em- 
ployers will be compelled to meet a very substantial increase in their 
contribution rates. But under the proposed Federal standards, there 
would be imposed a still further increase of 30 percent in maximum 
weekly benefit amount (to $39)—that would be two-thirds of the 
average wage in covered employment at present—and a uniform dura- 
tion of 39 weeks as against an earned maximum under present law of 
26 weeks. 

The effect upon many small business enterprises of the payroll 
tax increase that would inevitably result from the proposed Federal 
standards could be damaging in the extreme. 

Under present Arkansas law, the maximum entitlement as to bene- 
fits is $780 and I am citing this just as an example that would be 
applicable in principle to many States. 

Inder Federal standards this amount would rise to $1,521, an in- 
crease of 95 percent. At the same time, under H.R. 3547 wages re- 
quired to be earned in order to qualify for maximum entitlement 
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would be reduced, under Federal standards, by 50 percent—from 
$2,340 to $1,170. 

Whereas under present Arkansas law three “wage dollars” are 
needed to qualify for $1 of benefits, under the pro Federal 
standards this would drop to 77 cents. Putting it another way, under 
the proposed Federal standards, an employee who had earned no more 
than $1,170 would be entitled to benefits totaling $1,521, as compared 
to $390 under present law. 

The effect that such an increase would exert upon employer tax 
rates is readily apparent. It is doubtful that a 2.7 percent tax ap- 
plied to every payroll dollar would serve to preserve the solvency of 
our State trust funds. In citing the effects of Federal standards un- 
der H.R. 3547 on eligibility in Arkansas, I don’t want to leave the 
impression that we are opposed to these standards merely because of 
their immediate effect. 

We would oppose Federal benefit standards even if they were pro- 
or at a lower level for the reasons I have stated. Moreover, if 

ederal benefit standards should be imposed at a moderate level, the 
Congress will be under constant pressure to raise the standards in 
every Congress, as has been the case with the old-age, survivors, and 
disebility insurance and the public assistance programs. Such in- 
crease would take effect in every State regardless of the peculiar need 
of the several States. 

The alleged need for a duration extending to 39 weeks appears 
wholly unrealistic to one from a so-called laggard State, where the 
average duration of benefits in 1958 was only 11.6 weeks. This was 
the highest rate since 1940, when average duration was 11.8 weeks. It 
would thus appear that 26 weeks—more than double the average du- 
ration in a year of relatively high unemployment—should be ample to 
meet any reasonable need. 

Much has been said about exhaustion of benefits, but in Arkansas in 
1958, 60 percent of claimants receiving benefits did not exhaust their 
benefits with a maximum entitlement at that time of only $468. 
Moreover, a study of the marital status of the unemployed in May 
1958, disclosed that virtually 5 out of every 10 unemployed persons 
were either single individuals or marired women, most of whom were 
not the family breadwinner. I would like to present this chart for 
the record. 

The CuarrMan. Without objection, the chart will be inserted in*o 
the record at this time. 
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{The chart is as follows :) 


CHART 13 
MARITAL STATUS OF THE UNEMPLOYED 
MAY 1958 


Single persons 
(1.5 million) 


Married men 
(1.9 million) 


Married women 
(.9 million) 


3 OUT OF EVERY 10 UNEMPLOYED PERSONS 
ARE SINGLE. 


Mr. Canrretx. A large increase in benefit amount with uniform 
duration of 39 weeks—and all of it free of income tax—would surely 
weaken the incentive of many persons, particularly in the South, who 
are not heads of families to accept substitute employment. 

The unemployment compensation program was not intended as a 
relief program; other public agencies perform that function. It was 
intended as a stopgap to tide over temporarily the employee who 
had been thrown out of work through no fault of his own, until he 
could again secure employment. ' 

Most of the States now have a duration of 26 weeks. However, this 
specified limitation on benefit duration is more apparent than real, 
for in many States, the unemployed worker may receive benefits for 4 
much longer period through the use of wages in “lag period” for the 
calculation of further benefit rights after the original base-period 
rights have been exhausted. This is true of Arkansas. This is known 
as the double dip. 
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Moreover, there is an increasing tendency among the States to pro- 
vide temporary extension of benefits whenever the level of unem- 
ployment in that State exceeds a certain percentage of the covered 


uniform duration of 39 weeks must, therefore, be opposed as un- 
necessary and unrealistic. 

It is scarcely necessary to remind the members of this committee 
that the entire cost of the unemployment compensation program is 
borne by the employer through a tax on his payrolls. The employee 
contributes nothing toward the protection he enjoys. 

While this tax varies in rate as among the States and as among em- 
ployers, it constitutes in the aggregate a considerable burden on the 
cost of doing business. The Sedevelionticn program here proposed 
would substantially increase the weight of that burden. tt would 
contribute measurably to further inflation of consumer prices. 

Only recently, the Secretary of Labor, Mr. Mitchell, recommended 
to the Congress that it refrain at this time from any action to in- 
crease the Federal minimum wage of $1 an hour. Mr. Mitchell is 
quoted by the Wall Street Journal of March 13, 1959, as having ad- 
vised Congress that some industries “could not absorb another in- 
crease now without throwing some people out of work, cutting down 
on job opportunities, or causing price increases.” 

Some industries, said Mr. Mitchell, had not fully adjusted yet to the 
effect of the raise 3 years ago from 75 cents to $1. 

Significantly, many of those industries on which the minimum wage 
increase exerted its greatest impact, as determined by the Department 
of Labor, were low-wage manufacturing and processing operations in 
the South, where industrial employment is most sorely needed to off- 
set effects of the agricultural revolution. Among these industries were 
sawmills, producers of wood products, fertilizer, apparel, footwear, 
and foods. The loss of jobs was found to be substantial. 

I am bringing this in because the unemployment tax, like the mini- 
mum wage, is a direct and immediate cost. if benefits were to be in- 
flated nationwide through the device of federalization, someone would 
have to foot the bill. That someone would be initially the employer, 
but ultimately it would be his customers. The result could only be a 
further impetus toward a permanent reduction of man-hours worked 
by increased utilization of automatic machinery. Every action pro- 
duces its reaction, and the effect of the proposed legislation would in 
all probability be to diminish employment opportunities. 

In conclusion, the Conference of Southern Industrial Associations, 
the Arkansas State Chamber of Commerce, and the Associated of 
Arkansas believes the States should set their own standards of unem- 
ployment compensation in accordance with their varying conditions. 

The States are continually adjusting their employment security laws 
in an effort to provide fair and adequate benefit schedules. No neces- 
sity for the imposition of Federal standards in any form has been 
demonstrated. 

: Federal standards would measurably increase the tax burden on 
usiness. 

The Conference of Southern Industrial Associations, the Arkansas 
State Chamber of Commerce, and Associated Industries of Arkansas 
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opposed H.R. 3547 and all similar measures for the federalization of 
unemployment compensation. 

Thank you. 

The CHamman. Mr. Cantrell, the roster of the Conference of 
Southern Industrial Associations on the last page of your statement 
will be included in the record at this point. 

(The roster is as follows :) 


Roster OF CONFERENCE OF SOUTHERN INDUSTRIAL ASSOCIATIONS 


Associated Industries of Alabama, Birmingham, Ala. 
Associated Industries of Arkansas, Inc., Little Rock, Ark. 
Associated Industries of Florida, Tallahassee,, Fla. 

Associated Industries of Georgia, Atlanta, Ga. 

Associated Industries of Kentucky, Louisville, Ky. 

Associated Industries of Oklahoma, Oklahoma City, Okla. 
Cotton Manufacturers Association of Georgia, Atlanta, Ga. 
Louisiana Manufacturers Association, New Orleans, La. 
Mississippi Manufacturers Association, Jackson, Miss. 
Southern Furniture Manufacturers Association, High Point, N.C. 
Southern Garment Manufacturers Association, Nashville, Tenn, 
Southern Hardwood Producers, Inc., Memphis, Tenn. 

Southern Pine Association, New Orleans, La. 

Tennessee Manufacturers Association, Nashville, Tenn. 


Texas Manufacturers Association, Houston, Tex. 
Virginia Manufacturers Association, Richmond, Va. 
West Virginia Manufacturers Association, Charleston, W. Va. 

The Cuamman. Are there any questions of Mr. Cantrell? 

Mr. Machrowicz will inquire, Mr. Cantrell. 

Mr. Macnrowicz. Mr. Cantrell, may I first. of all say we all share 
the respect and admission which Mr. Mason has for our chairman as 
a distinguished citizen of Arkansas. : 

I gather from your statement you feel there should be a direct 
relationship between the wage base and the amount of unemployement 
compensation; is that right? You say, for instance, that unemploy- 
ment benefit levels that might be appropriate for Connecticut. or Cali- 
fornia simply would be unrealistic for Arkansas because the wage 
base is not there. : 

Mr. CantreLu. Yes, sir; that is what I said. There is a relation- 
ship within limits, I should say. 

Mr. Macurowicz. Do you feel that there has been much progress 
in maintaining that relationship in the States without Federal help! 

Mr. Cantreu. I should say that the States are making progress in 
keeping pace with the rising cost of living in the aNinement of 
benefits. 

Mr. Macurowicz. The Department of Labor statistics insofar as 
the State of Arkansas is concerned show that the maximum weekly 
benefit as percentage of average weekly wages in 1939 was 95 percent 
and in 1958, 45 percent, now increased to 50 percent. 

In other words, the percentage in the relationship of maximum 
and weekly benefits to the wages has dropped from 95 percent to 45 
or 50 percent now ? 

Mr. Cantretx. Yes, sir; that is quite true. I believe the benefit 
amount at that time was $15 and the average wage was about $16, and 
so the maximum benefit at that time was about 95 percent. 

Mr. Macurowicz. It has dropped down to 45 percent or 50 percent. 
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Mr. Canrrett. Of course at that time we had a completely new 
program that had just been enacted and the whole thing was being 
played by ear, and I think it was several years before the experience 
rating was established. I believe our law was pretty substantially 
rewritten in 1941. 
Mr. Macurowicz. Do you know what the average employer con- 
tribution rate is in the State of Arkansas? 
The Cantrety. The average rate? 
Mr. Macnrowicz. Of employer contribution. 
Mr. Cantre.t. I believe it is about 1.2 percent. 
Mr. Macnrowicz. 1.1 is the figure. 
Mr. Canrretu. It has Vitiod ih recent years, but I believe it has 
peen almost identical over the course of the past 5 years with that of 
the United States—1.2 is the average, I believe. 
Mr. Macurowicz. Actually 70 percent of the Arkansas employers 
are contributing less than 1 percent according to their experience rate. 
Mr. Canrrett. That may very well be true; yes, sir, because of a 
stable experience. 
Mr. Macurowicz. That is all. 
The Cuairman. Are there any further questions? 
Mr. Karsten ? : 
Mr. Karsten. I would like to further develop that statement on 
age 5 at which youstate, “Unemployment benefit levels that might 
be appropriate for Connecticut or California simply would be un- 
realistic for Arkansas.” 
I understood hee to say that Arkansas recently increased its benefits 
to Te y 50 percent of the average weekly wage, is that cor- 
rect 


Mr. CanTRELL. Yes, sir. 

Mr. Karsten. That is about the same thing that prevails in Connec- 
ticut. I don’t have the California figures, but apparently you are on 
a 100-percent basis with Connecticut already ? 

Mr. CanTRELL. Yes, sir; on a percentage basis, but from a dollar 
standpoint there might be some difference, 

_Mr. Karsten. Not from a dollar standpoint. No one has men- 
tioned anything about a dollar figure. It has been a percentage of 
the average weekly wage paid within a State. Of course the amount 
varies from State to State as it varies in Arkansas and Connecticut. 

Mr. Cantrety. Our employers, Mr. Karsten, as I have indicated, go 
along with 50 percent of the going average wage. 

Mr. Karsten. As a matter of principle you are not opposed to that 
at all, are you? 

Mr. CANTRELL. Not in the least, but we are opposed certainly to the 
establishment of any Federal standards requiring that. 

Mr, Karsten. As a matter of practice a Federal standard along that 
line wouldn’t affect you very much because you are already complying 
with that standard ? 3s 

Mr. Canrrett. What does not affect you today might affect you 
tomorrow. 

Mr. Karsten. That is quite possible, but Arkansas seems to be 
making progress rather than retrogressing. It seems to be making 
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progress and I would hazard a guess that it wouldn’t affect you 
adversely in that respect ? 

Mr. Canrre.u. We are trying to keep pace. 

Mr. Karsten. You heard this morning the statement of the Under 
Secretary of Labor in which he advocated extending the unemploy- 
ment compensation program to employers of less than four employees, 
that is, to extend it to employers who have as little as one employee. 

Would you have any comment on that? 

Mr. Canrre.ty. Of course in Arkansas our law extends to one em- 
ployee or more and we have found that it works very well indeed. 
There have been no complaints about it whatsoever. 

Mr. Karsten. Would you have any objection to Congress going 
along with the administration and passing a bill that would provide 
for this coverage in all States? 

Mr. Canrrett. Mr. Karsten, we are opposed in principal to all 
empirically imposed Federal standards. We believe that that is a 
matter for each State to decide. It has different conditions in every 
respect and so we advocate the initial establishment of this law was 
sound. Wesee no reason for changing it. 

Mr. Karsten. You think the administration then is in error in 
making its suggestion this morning that we broaden the law to include 
employers of less than four employees in all States / 

Mr. Canrrety. To the extent that it would come from Federal 
standards imposed on the States I would differ with it. Now, with 
the principle of one, of course I have no difficulty at all. 

Mr. Karsten. What about the suggestion of broadening the tax 
ae ae was suggested this morning? What would you think of 
that 

Mr. Canrre.u. Certainly again there, Mr. Karsten, we would 
strongly oppose that being imposed upon the States, and it is the 
thinking of many of the business people that the way to do that is 
to increase the State tax rates. We have many employers who are 
not paying their way. 

As a matter of fact, more charges are being made against the fund 
by these employers than they pay into it in taxes, so if the States 
funds are being drained by heavy disbursements, the thing to do is 
for each State to maintain its solvency by raising its taxes, and we 
would see no reason for widening the tax base. 

Mr. Karsten. In other words, you are opposed then to the recom- 
mendations of the administration in this field ? 

Mr. Cantreti. We are opposed to any recommendations for Fed- 
eral standards; yes, sir. 

Mr. Karsten. Then I take it that you are opposed to the admin- 
istration’s recommendations this morning. Could you answer me on 
that, sir? 

We are talking about the administration’s recommendations which 
were submitted this morning. I just wanted to be sure that you are 
opposed to them. 

Mr. Canrtretu. I was not able to determine, Mr. Karsten, from the 
witness this morning just how strongly the administration was back- 
ing the recommendations. 

Mr. Mason. Mr. Chairman. 
The Cuatrman. Mr. Mason. 


thi 


© 


| 
Ta 
to 
thi 
] 
] 
sin 
thi 
vid 
sin 
the 
un 
fift 
cos 
age 
] 
" 
] 
Ste 
20 
of 
Sts 
tha 
] 
cul 
] 
tha 
cou 
pre 
] 
itv 
] 
] 
us 
] 


UNEMPLOYMENT COMPENSATION 121 


Mr. Mason. Mr. Cantrell, you are a man after my own heart, sir. 

Mr. Canrrett. Thank you, Mr. Mason. 

Mr. Mason. If I summarize your testimony it simply boils down to 
this: “Arkansas will take care of its own unemployment compensa- 
tion and you let us alone.” 

Mr. Canrretn. Right. 

Mr. Mason. Really that is the summary of it? 

Mr. CanTreELL. Yes, sir. 

Mr. Mason. And I agree perfectly with that summary. 

Mr. Canrrett. Thank you, Mr. Mason. 

The Crarrman. Are there any further questions of Mr. Cantrell ? 

Mr. Avcer. Mr. Chairman. 

The Carman. Mr. Alger. 

Mr. Acer. I want to say for further investigation on down the line 
in view of some of the other witnesses that will come, and correct me if 
I am wrong: Arkansas has increased its benefits twice over compared 
to the increase in cost of living in the period of time since 1939, I 
think it was, to 1958 ¢ 

Mr. Roughly, yes. 

Mr. Areer. Secondly, that 5 out of 10 that are unemployed are 
single people or women and are not. the breadwinners of the family; 
thirdly, that very possibly this will weaken the incentive of indi- 
viduals to work when they can get so much pay without working, 
since we are all human, with such built-in weakness; fourthly, that 
the higher cost of doing business very conceivably could mean greater 
unemployment and hurt the very people we are trying to help; and 
fifthly, as I was trying to explore further this morning, any increased 
cost of doing business passed on to the consumer will inflate prices, 
again hurting the entire buying public. 

Are those conclusions correct ? 

Mr. Canrrety. That is a very adequate summary; yes, sir. 

Mr. Aucrer. Thank you. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. I want to ask, inasmuch as Arkansas is one of the 
States that has coverage to met tah of one or more, over the past 
2 or 3 years have you any idea of how many employees in the group 
of four or less have been unemployed? Do you know if Arkansas’ 
State Unemployment Agency would have a breakdown of figures like 
that? 

Mr. Cantreti. I doubt it, Mr. Curtis. That would be a very diffi- 
cult figure. 

Mr. Harrison. Sir, I don’t think there is any possibility of making 
that type of estimate on a State or local basis. Perhaps the census 
could do it nationally, but it would be a real, real, knotty statistic 
problem to even get a glimmer of it. 

Mr. Curtis. I guess unless you have set out to have such statistics 
it would be very expensive to try to compile ? 

Mr. Harrison. Very. 

Mr. Curtis. Thank you. 

The Cuamman. Are there any further questions of Mr. Cantrell? 

Again we thank you, sir, for coming to the committee and giving 
us the benefit of your thinking on these matters. " 

Mr. Cantretx. Thank you, Mr. Chairman, 
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The Cuarmman. The next witness is another native of my home 
State and a friend of many years, Wayne E. Glenn, who is the presi- 
dent of the Arkansas State, AFL-CIO. 

Mr. Glenn, we are pleased to have you with us today and you are 
recognized, 


STATEMENT OF WAYNE E. GLENN, PRESIDENT, ARKANSAS STATE 
AFL-CIO 


Mr. Guenn. Thank you. 

Gentlemen of the committee, I have a prepared statement that has 
been distributed and I hope it will be entered in the record. 

The Cuarrman. Do you want to enter it and then speak extempo- 
raneously ? 

Mr. Guenn. I want to offer it and go over it. 

The Cuarmman. Without objection, your entire statement will ap- 
pear in the record. You are recognized, sir. 

Mr. Guenn. Thank you. 

Mr. Chairman and gentlemen of the committee, my eee is Wayne 
Glenn. I am president of the Arkansas State AFL-CIO. I am 


append here on behalf of the working people of our State. 

want to say I am going to have to tell a little bit different story 
about the State of Arkansas than the previous witness. I am a little 
bit confused about Mr. Cantrell’s position because we just last month 
adjourned a session of the State legislature in which he was appear- 
ing as a witness against this raise in benefits, he and his representa- 
tives, so I am going to have to differ to some extent with his state- 


ment when he said that he was for a raise in benefits to 50 percent of 
the average weekly wage. 

It is our hope that you will recommend passage of H.R. 3547. We 
are suffering widespread unemployment in my State at the present 
, time, and if we had this bill as a law now, it would mean a great deal 
to the people of my State. If the almost identical Kennedy-McCarthy 
bill had been passed last year, our situation in Arkansas would be 
different today. : 

My own home area is Camden. It is seriously affected by the shut- 
down of a large installation which was making rockets for the Gov- 
ernment. The aluminum industries in the State, concentrated in the 
Saline-Hot Springs areas, which are the largest employers in Arkan- 
sas, have been suffering widespread unemployment for some time. 
The Fort Smith area, another of the principal industrial sections of 
Arkansas, has also been hard hit. The situation in this area will be 
much more acute if the Government carries out its proposal to close 
Camp Chaffee, a large military installation near Fort Smith, and 
scheduled to be closed around June or July. 

If we had higher benefits for a longer duration as proposed under 
this bill, maybe our State wouldn’t lose so many people. Our State, 
since 1950, has lost 400,000 people. A lot of these people have become 
discouraged because of the shortcomings of unemployment insurance 
and leave the State. We need jobs and we need the kind of staying 
power that a good unemployment insurance system would give us. 

The average workingman was greatly helped by the passage of the 
Social Security Act in 1935. It gave him an unemployment com- 
pensation system to help him preserve a decent standard of living in 
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times and in bad. But we are greatly concerned about whether 
this system is doing the job as well as it should. 

We talk about the States accepting their responsibilities. It should 
be pointed out that, in the height of the depression in 1933, 83 bills 
were introduced in 23 different States for an unemployment compen- 
sation system, but not a single one was passed, and history has recorded 
that the employer groups all opposed those in all those States and they 
were the principal reasons that they were defeated. It was the failure 
of States in the first place to meet this need that brought us unem- 

loyment compensation under Federal leadership in the first place. 
We are concerned with States rights, but we are also concerned with 
States responsibilities. 

Our experience in Arkansas is that the State legislature has not 
kept up the unemployment insurance system to what it once was. In 
1939 an unemployed worker got a benefit of half his weekly wage up 
to a maximum of $15. The average weekly wage then was $16. 
Almost all workers got a benefit of half their weekly wage. 

Today the maximum weekly benefit is $26 and the average weekly 
wage in Arkansas is approximately $60. With the maximum benefit 
amount now so low compared with wages, percentagewise, a lot of 
unemployed workers in Arkansas today do not get a benefit of half 
their wages as they once did. 

In the first Arkansas law back in the 1930’s, everybody drawi 
unemployment compensation was entitled to 16 weeks if they coul 
not find a job in that time. Since then the law has changed so that 
some people would get more weeks and some less, depending on their 
past earnings. But the average worker in Arkansas still is entitled 
to only about 17 weeks if he doesn’t find a job in the meantime. That 
isthe average. That isn’t the maximum, because of the past earnings 
base rate formula. 

As a result of a short duration for benefits in Arkansas, about 1,500 
people are exhausting their benefits each month. Until recently they 
could go on the temporary extension. But 18 weeks under the regular 
law and 9 under the temporary extension still gave us only 27 weeks. 
About 10,000 people exhausted both the regular and the temporary 
benefits between June 1958 and April 1, 1959. 

I’ve talked to a lot of our members who have had a tough time 
during this last year finding work. They don’t think anybody owes 
them anything and they do the best they can to arrange whatever 
private resources they _ dene But after a time they get very dis- 
couraged. Something goes dead in their hearts. They may stop go- 
ing to church. They stop taking part in community affairs. Som 
how they begin to get the feeling of being outcasts as if they didn’t 
measure up. This hurts me when I see people torturing themselves 
for something they can’t help. 

As long as they are drawing unemployment insurance, they at least 
feel that Seuakbeaily is interested in their problems. 

In the last session of our legislature which ended last month, we 
succeeded in raising the maximum from $26 to $30 and extending the 
ma a duration from 18 to 26 weeks. This bill will go into effect 
in June. 

The new maximum is only half of our average weekly wage, and 
the average person will qualify for only about 20 weeks, even though 
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the maximum will be 26. At the same time, the new law eliminates 
the lowest paid wage earners from any coverage at all, that is, those 
who before could qualify for $7, $8, and $9 now will get nothing. 
Those three brackets were completely eliminated from our unemploy- 
ment coverage in the State of Arkansas. This means that almost 
1,000 people, 894 to be exact, based on the 1958 claimant average, will 
no longer be able to qualify for any unemployment compensation at 
all. 

In addition, some of those who made less than $20 in earnings ac- 
tually got their weekly benefit amount cut, and the disqualifications 
and penalties were made tougher. 

In a recent session of the legislature, we did add some benefits on 
the top and we increased the duration, but at the same time, down here 
at the bottom we were lopping off people, and under the new formula 
in the Arkansas law going into effect in June anyone making less than 
$520 in their high quarter, which means anyone making $40 a week 
or less, stands to get his benefits actually reduced rather than in- 
creased. Some of them will lap over into the new bracket and will 
be able to qualify for the same benefit. Others in that category will 
not be able to do it and therefore their benefit will be cut as much as $2 
a week. Therefore, under this new law, even though we did add on 
the top, we made it tougher to qualify and we did eliminate some 
people who previously had a right to draw. 

Drawing a few conclusions from this, occasionally we are able to 
get some increase in the weekly benefit amount, but it never puts us 
any closer to the level of wages that the benefits were 20 years ago. 
Furthermore, for every increase in the dollar amount of the benefits 
or improvement in the duration, we have to sacrifice other parts of 
the law on eligibility, disqualifications, and so on. 

The result of this is that the workers who make around the average 
weekly wage or above, that is, from $60 up presently, the worker who 
has achieved to some degree a decent standard of living, is the worker 
who is hardest hit by unemployment. He gets a much lower per- 
centage of his average earnings than the lower paid workers. I am 
speaking of all workers making over $60 a week, those people who 
have worked their way up and have become first class citizens and 
take part in the community affairs and so forth. 

We feel that Congress ought to help protect these people who are 
the backbone of our communities. We spend money for military 
might to protect us from outside enemies. We ought to have a good 
unemployment compensation system to protect us from the inside 
enemies of despair, defeat, and discouragement of an unemployed 
worker. And Congress doesn’t even have to spend public money for 
this kind of protection. It just has to define what it wants, what the 
minimum requirements are for a proper system of unemployment 
compensation. 

There is another feature of this bill that we are vitally interested 
in, the part that does away with compulsory experience rating. 

I want ‘to tell you about a small community in my State whose 
entire economy is tied to the operation of one or two plants, like a 
sawmill, for example, and in my State there are a lot of little towns 
that fall in this category. All of the business of that town will 
depend upon the economy of that one plant. al ge | will depend 
on the operation of this sawmill. Yet the sawmill, due to the nature 
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of its business, is a seasonal operation to some degree. It has irregular 
employment and consequently high unemployment tax rate under 
the experience rating system. But the bakes; the utilities, and other 
people in that community who actually reap their livelihood from 
that plant, even though they depend on that sawmill operation, will 
have stable employment because of the nature of their business and 
they will have a low experience rating tax. 

It hardly seems fair to us that experience rating should be forced 
on every State when business conditions do not justify it. 

We talk about Federal standards. There is a Federal standard 
that is forced on us, an experience rating, so if we are going to have 
a lot of Federal standards in this field; what is wron with having 
Federal minimum standards on benefits. Here the Federal Gov- 
ernment forced experience rating on us, but does not provide Federal 
minimum benefit standards. This forces the employers, and it is a 
dollar and cents deal to them, who are looking for a cut in the taxes, 
to go to their State legislatures and they fight raises and they fight 
the employees’ claim for unemployment compensation, so you can 
say that the Federal has one standard for State laws against em- 
ployees and refuses another standard for their protection. 

We worked hard in Arkansas this year to get a good unemployment 
compensation system. We still have a long way to go. I don’t think 
we are ever going to get there without some help because of the opposi- 
tion that we have. Employers have just too much of a vested interest 
in low benefits. Every time we go for improvements they start to 
scream how we are going to drive business out of the State. They do 
this even though 70 percent of the employers in my State under the 
ee rating system are paying less than a 1-percent tax toward 

nefits. 

There can be a lot of talk about maximum benefits and what we did 
to improve the Jaw this year, but I want to leave this fact with you: 
that our average benefit now is around $19.40—it is not $26—and 
under the recent amendment which will go in effect in June will be 
raised to just a little above $23. That is only one-third, not one-half, 
of the lost wages, and the unemployed workers in Arkansas will never 
do any better without your help, gentlemen. 

I respectfully ask you, on behalf of the working people of our State, 
to give serious tothis bill. 

Thank you very much. I will be glad to answer any questions. 

(Prepared statement of Mr. Glenn follows :) 


STATEMENT OF WAYNE E. GLENN, PRESIDENT, ARKANSAS State AFL-CIO 


* My name is Wayne Glenn, and I am president of the Arkansas State AFL-— 
CIO. On behalf of the working people of Arkansas, I want to thank the com- 
mittee for the privilege of appearing before you in the interest of a better unem- 
ployment insurance system. 

It is my hope that you will recommend passage of H.R. 3547. We are suffering 
widespread unemployment in my State at the present time, and if we had this 
bill as a law now, it would mean a great deal. If the almost identical Kennedy- 
McCarthy bill had been passed last year, our situation in Arkansas wouldn’t be 
so bad now. 

My own home area is Camden. It is seriously affected by the shutdown of 
a large installation which was making rockets for the Government. The alumi- 
num industries in the State, concentrated in the Saline-Hot Springs areas, which 
are the largest employers in Arkansas, have been suffering widespread unemploy- 
ment for some time. The Fort Smith area, another of the principal industrial 
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sections of Arkansas, has also been hard hit. The situation in this area will 
be much more acute if the Government carries out its proposal to close Camp 
Chaffee, a large military installation near Fort Smith. 

If we had higher benefits for a longer duration as proposed under this bill, 
maybe our State wouldn’t lose so many people who get discouraged with the 
shortcomings of unemployment insurance and leave the State. We need jobs 
and we need the kind of staying power a good unemployment insurance system 
would give us. 

The average workingman was greatly helped by the passage of the Social 
Security Act in 1935. It gave him an unemployment compensation system to 
help him preserve a decent standard of living in good times and in bad. But 
we are greatly concerned about whether this system is doing the job as well as 
it should. ‘ 

In the height of the depression of 1933, 83 bills were introduced in 23 States 
for unemployment compensation but not a single one was passed. It was the 
failure of States to meet the need that brought us unemployment compensation 
under Federal leadership in the first place. We are concerned with States 
rights but we are also concerned with States’ responsibilities. 

Our experience in Arkansas is that the State legislature has not kept up the 
unemployment insurance system to what it once was. In 1939 an unemployed 
worker got a benefit of half his weekly wage up to a maximum of $15. The 
average weekly wage then was $16. Almost all workers got a benefit of half 
their weekly wage. 

Today the maximum weekly benefit is $26 and the average weekly wage in 
Arkansas is approximately $60. With the maximum benefit amount now so low 
compared with wages a lot of unemployed workers in Arkansas today do not 
get a benefit of half their wages as they once did. 

In the first Arkansas law back in the 1930's, everybody drawing unemploy- 
ment compensation was entitled to 16 weeks if they could not find a job in that 
time. Since then the law has changed so that some people would get more weeks 
and some less, depending on their past earnings. But the average worker in 
Arkansas still is entitled to only about 17 weeks if he doesn’t find a job in the 
meantime. 

As a result of the short duration for benefits in Arkansas about 1,500 people 
_are exhausting their benefits each month. Until recently they could go on the 
temporary extension. But 18 weeks under the regular law and 9 under the 
temporary extension still gave us only 27 weeks. About 10,000 people exhausted 
both the regular and the temporary benefit between June 1958 and April 1, 1959. 

I’ve talked to a lot of our members who have had a tough time during this 
last year, They don’t think anybody owes them anything and they do the best 
they can to arrange whatever private resources they have. But after a time 
they get very discouraged. Something goes dead in their hearts. They may 
stop going to church. Somehow they begin to get the feeling of being outcasts 
as if they didn’t measure up. This hurts me when I see people torturing them- 
selves for something they. can’t help. 

As long as they are drawing unemployment insurance they at least feel that 
somebody is interested in their problems. 

In the last session of our legislature which ended last month, we succeeded 
in raising the maximum from $26 to $30 and extending the maximum duration 
from 18 to 26 weeks. This bill will go into effect in June. 

The new maximum is only half of our average weekly wage, and the average 
person will qualify for only about 20 weeks. At the same time, the new law 
eliminates the lowest paid wage earners from any coverage at all, that is, those 
who before could qualify for $7, $8, and $9 now will get nothing. This means 
that 894 people will be completely removed from eligibilty for unemployment 
compensation benefits. 

In addition, some of those who made less than $20 in earnings actually got 
their weekly benefit amount cut, and the disqualifications and penalties were 
made tougher. 

I want to draw a few conclusions from this experience. Occasionally, we are 
able to get some increase in the weekly benefit amount, but it never puts us any 
closer to the level of wages that the benefits were 20 years ago. Furthermore, 
for every increase in the dollar amount of the benefits or improvement in the 
duration, we have to sacrifice other parts of the law on eligibility, disqualifica- 
tions, and so on. 

The result of this is that the workers who make around the average weekly 
wage or above, the worker who has achieved to some degree a decent standard 
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of living, is the worker who is hardest hit by unemployment. He gets a much 
lower percentage of his average earnings than lower paid workers. I am 
speaking of all workers making over $60 a week because none of these even 
under our recent amendments is going to get a benefit of half of his wage. 

We feel that Congress ought to help protect these people who are the back- 
bone of our communities. We spend money for military might to protect us 
from outside enemies. We ought to have a good unemployment compensation 
system to protect us from the inside enemies of despair, defeat, and discourage- 
ment. And Congress doesn’t even have to spend public money for this kind of 
protection. It just has to define what it wants, what the minimum requirements 
are for a proper system of unemployment compensation. 

There is another feature of this bill that we are vitally interested in, the 
part that does away with compulsory experience rating. I want to tell you about 
a small community in my State whose entire economy is tied to the operation 
of one or two plants, like a saw mill, for example. The banks, the laundries, 
the filling stations, everything depends on the operation of this saw mill. And 
yet the saw mill, due to the nature of its business is a seasonal operation with 
irregular employment and consequently high unemployment tax rate under 
experience rating. But the banks, the utility companies, and telephone company, 
even though they depend on the saw mill operation, will have stable employment 
and low experience rating tax. It hardly seems fair that experience rating 
should be forced on every State even when business conditions do not justify it. 

Here the Federal Government forced experience rating on us but will not pro- 
vide us Federal minimum benefit standards. Employers looking for a cut in 
their taxes fight their employees’ claims for compensation. So you can say that 
the Federal Government has one standard for State laws that works against 
employees, and refuses another standard for their protection. 

We worked hard this year in Arkansas to get a good unemployment compensa- 
tion system. We are still a long way away. I do not think we are ever going 
to get there without some help. Employers have just too much of a vested 
interest in low benefits. Every time we go for improvements, they start to 
scream how we would drive business away out of the State. They do this even 
though 70 percent of the employers under experience rating are paying less 
than a 1 percent tax toward benefits. 

There can be a lot of talk about maximum benefits and what we did to 
improve the law this year, but I want to leave this one fact before you as 1 
conclude. Our average benefit is only $19.40 and under the recent amendment 
will be about $23. That is only one-third, not one-half of lost wages, and the 
unemployed workers in Arkansas will never do any better without your help. 


Thank you. 

The Cuarrman. Mr. Glenn, thank you very much for bringing to us 
your views on this subject. I know that you have had a lot of expe- 
rience working with and in behalf of the working people of our State. 

Are there any questions ¢ 

Mr. Karsten. Mr. Chairman. 

The Cuarrman. Mr. Karsten. 

Mr. Karsten. Mr. Chairman, the previous witness led me to believe 
that he was in favor of your Arkansas law change in which you 
increased your benefits. Did he in fact oppose that before your 
legislature ? 

Mr, Guenn. Yes, sir; he did. And he and his representative, Mr. 
Gayle Windsor, who represents his people on these matters, did appear 
as witnesses before the committee and they opposed this bill. 

Mr. Karsten. That seems to be the old familiar pattern of leave it 
to the States and the argument that is used, and when you do leave it 
to the States, the very people who suggest it are there trying to under- 
mine the States and to prevent them from liberalizing their own laws. 

In his statement I noticed Mr. Cantrell said : 

The employers of Arkansas offered no opposition in principle to recent in- 
creases in maximum benefit amount and duration, having adopted an informal 


policy of acceding to a benefit amount approximately equal to half the average 
weekly wage in covered employment. We believe— 
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he includes himself, I suppose— 
the present maximum of $80— 
a month— 


will generally meet that standard, at least until the 1961 session of the legis- 
lature. 

So apparently he is both for and against it on the State level and 
against it completely on the Federal level. 

Mr. Guenn. Yes, sir; and 2 years ago his organization also spon- 
sored a bill in the legislature to change the wage benefit formula and 
reduce it from one-third to one-fourth of the qualifying wage. 

Mr. Karsren. That will be very helpful in evaluating his testi- 
mony. 

Thank you very much. 

Mr. Mason. Mr. Chairman. 

The Cuamman. Mr. Mason will inquire. 

Mr. Mason. I see that you were very successful in your legislature 
in raising the 18 weeks to 26 weeks, which is about a 40 percent 
increase, and you raised the $26 to $30, which is about 16 percent 
increase, but in order to do that you said you had to sacrifice some- 
thing at the bottom of the scale and that some of these people who 
have been getting unemployment compensation would not get it be- 
cause they were not earning enough to warrant it. Would you say 
that you and your organization, representing the workers of Arkansas, 
got a fair hearing before the legislature ¢ 

Mr. Gienn. If you mean a fair hearing in the committees, yes, sir, 
Mr. Mason; but as far as the end results of this bill, we will have to 
wait and see how the benefits come out. We are not really convinced 
that we actually improved the unemployment compensation bill in the 
State of Arkansas in the last session. 

Mr. Mason, That is, you think you have sacrificed as much at the 
bottom as you gained at the top, is that it ? 

Mr, GLENN, Yes, sir. Even though the $4 was added onto the top, 
there are a lot of people in here that are going to be reduced as for 
as the benefits they receive. 

Mr. Mason. However, you do feel that you got a fair hearing before 
the legislature and you made your case as strongly as you could, and 
of course the opposite made their case as strong as they could, and the 
legislature had to take something in between, is that it? 

Mr. Gutenn. Absolutely, sir. 

I have never been accused of pulling any punches when it comes 
to representing the people. 

Mr. Mason. You are not in that position to pull any punches? 

Mr. Guenn. No, sir. They don’t send me over there to do that. 

Mr. Mason. No; and of course the representatives of the other group 
shouldn’t pull any punches either. 

Mr. Guenn. Oh, that is right. 

Mr. Mason. It is the business of the legislature to take these two 
extremes, we will say, and compromise with something in between. 
Is that not also what this committee has to do? 

Mr. GLENN. Yes, sir. 

Mr. Mason. Do you think, from the national standpoint, that you 
are going to get more consideration than you get from the considera- 
tion in your own legislature ? 
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Mr. Guenn. Mr. Mason, I would have to quote a remark and I be- 
lieve Patrick Henry is the one who made this statement: “I can only 
judge the future by the past.” And looking at the past 20 years, I 
would have to say, “Yes, sir.” 

Mr. Mason. Looking at the past 20 years from the national stand- 
point and the changes we have made in the unemployment, it seems 
to me you have done about as well in Arkansas, raising it from $15 to 
$30, and the length of time has been increased. 

Mr. GLEenn. Twenty years ago, Mr. Mason, 95 percent of the work- 
ers of the State of Arkansas could Geely for benefits equal to 50 per- 
cent of the average weekly wage of the State. ‘Today a much, much 
lower percentage of the workers can qualify for 50 percent. 

Mr. Mason. According to your statement, the average pay is $60 
and the average now you are going to give is $30. That is 50 percent, 
is it not 

Mr. Guenn. Yes, sir; but how many people below that qualify for 
$30 

Mr. Mason. We are just talking about the average now. We are 
not talking about the people that do not qualify for that or the people 
that might qualify for more. 

Mr. GLENN. Let’s put this at $60 level. Everybody who makes less 
than $60 down to a minimum of $300 in his high quarter can qualify 
for half of his average weekly wage, but as to all the workers up here 
above this average, n do not fall in-that category. They can only 
draw a maximum of $30. 

Mr. Mason. And, of course, the question that we have to decide 
is whether all of those below $60 drawing 50 percent or more is the 
thing to bring about the best solution of the economic problems 
in Arkansas or whether we should also give these above $60, 50 per- 
cent of their income. When you get up in the higher brackets and 
you get an income that is tax free where the income of earnings is 
not tax free up there, you are giving them perhaps as much as you 
are giving the fellows below that income when you give them 60 per- 
cent or more of their pay. 

Those are the things that we have to consider and, personally, I 
feel that each State knows best what it should do, and what it can 
do, and it is possible to load onto the industries of that State, because 
if we load a very big load on them, some:of them are going to move 
to another State with a load that is lower and then you are out of those 
jobs. Those are things that you just have to take into consideration 
in trying to bring about a sensible solution of this problem. 

Mr. GLENN. But don’t you think that industries would be encour- 
aged to stay where they are if there were a minimum floor under 
which the other States could not go below? Then what few industries 
we have in ours wouldn’t be leaving. 

Mr. Mason. You mean the Federal Government should clamp down 
a certain standard so that they equalize the things in the State. 

No, I think each State should have its own standard and if a State 
wants a low standard, OK; if a State wants a high standard, OK. 
Let each State solve itself. That is my philosophy. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. I want to compliment you on your statement, 
but I must say it has added some confusion to my thinking here. 
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I understood Mr. Cantrell to say that there is no demand in Ark- 
ansas for any change or any uniform standards and that all this 
clamor comes from Washington. Do you not—you represent the labor 
interests in Arkansas ? 

Mr. GLENN. Yes, I do, and I can tell you we have been clamorin 
for a long time for a raise in benefits in our State. We have tri 
several times to raise them. We did get a $4 raise in 1955 after much 
pressure was brought to bear on the legislature, and we worked on 
it a very long time. Then we tried again in 1957 to come on up a 
little bit. We were unable to do so. This year we were able to 
raise the maximum at the sacrifice of the lower paid workers. 

Mr. Macurowioz. Evidently then, Mr. Cantrell’s group has not 
heard your clamor in Arkansas. 

Mr. Guenn. I don’t think the experience rating in the State of 
Arkansas is below the national average. 

Mr. Macurowicz. I think in due fairness to him, there should be 
some correction of Mr. Karsten’s question. 1 suppose that Mr. Can- 
trell and his organization did support that law in some respects, 
the parts on eligibility and disqualification. They supported that 
law, did they not? 

Mr. GLENN. They supported a separate bill on some disqualifica- 
tions of a certain group of workers and were able to pass the bill, and 
it is now law, in addition to some other bills that they have sponsored. 

Mr. Macurowicz. That is all. 

Mr. Guenn. Are there any further questions / 

Mr. Acer. Mr. Chairman. 

The Cuainman. Mr. Alger will inquire, Mr. Glenn. 

Mr. Aucer. Mr. Glenn, you made it pretty plain that you feel that 
the 400,000 people who left your State left because of the shortcom- 
ings in the insurance compensation law. 

r. GLENN. I think that is one reason; yes, sir. 

Mr. Avcer. Could it possibly be it is more a need of job opportu- 
nity, that we might be trying to solve one situation with the wrong 
solution! I am just suggesting it. I do not know that it is so. It 
sounds likely you need more job opportunities, because if you had 
more unemployment compensation and that ran out, you would still 
have people needing work, and who might have to go elsewhere to find 
work. Isthata possibility ¢ 

Mr. Guenn. There is no question that more job opportunities would 
be most welcome. 

Mr. Areéer. If that is so—again I am not disputing your observa- 
tion—then even more unemployment compensation would not solve, 
but only postpone that heartbreaking decision to pick up aud move 
where the business is ¢ 

Mr. GLENN. We are trying to postpone it as long as we can. 

Mr. Aucer. Logically, is taat a possibility ? 

Mr. Guinn. Possibility; yes, sir. 

Mr. Aucer. I will give you an opportunity to contradict the state- 
ments made earlier, the truth of which I only know from the preced- 
ing witness. Mr. Cantrell said, on page 6 here, I will read it to you: 

Even under the old maximums of $26 a week for 18 weeks, Arkansas had more 


than kept pace with the increased cost of living, for whereas the weekly average 
benefit in Arkansas in 1939 was $6.66, by 1958 it had arisen to $20.61, an increase 
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of 209 percent. Over the same period, the cost of living increased by 108.2 per- 
cent, little more than half as much. 

Is that correct or not ? 

Mr. Guenn. It is all in the way you say it, sir. If you tie it to the 
average weekly wage, it isn’t true. 

Mr. Arerr. I would like the record kept open, Mr. Chairman, if I 
may, in fairness to you now, Mr. Glenn, to contradict Mr. Cantrell if 
his figures are wrong. 

Mr. Averer. I am trying to figure out what is right. 

On page 8, Mr. Cantrell made this statement, and I am vitally con- 
cerned with this. He said: 

Moreover, a study of the marital status of the unemployed in May 1958 dis- 
closed that virtually 5 out of every 10 unemployed persons were either single in- 
dividuals or married women, most of whom were not the family breadwinner. 

Would you agree with that or not? 

Mr. Gienn. I don’t have any information in regard to that at all, 
Mr. Alger. I couldn’t contradict it. 

Mr. Aucer. If I may, Mr. Chairman, I would like to let Mr. Glenn 
have the privilege, if he wants to answer that, of having the record 
open to answer that at this point, if that is appropriate. 

The Cuamman. Would you desire to submit some additional in- 
formation on that point, Mr. Glenn ? 

Mr. Grenn. Congressman Mills, if I can find some statistics on it, 
Imight. It might be correct. I just don’t know. 

The Cuarrman. If you do find that you want to, without objection 
you may have that privilege. © 

Mr. Guenn. Thank you. 


Mr. Arcer. You ought to be given the opportunity because I plan 


to pursue this further and I here turn to Mr. Cantrell and say, “Put 
up or shut up,” if you are right or wrong. 

Thank you, Mr. Chairman. . 

The Cuarrman. Are there any further questions? 

Mr. Macnrowrcz. I think equal opportunity should be given to Mr. 
Cantrell to refute the statement. T do not think Mr. Alger is fair 
with Mr. Cantrell. 

Mr. Atwer. I did not mean to be unfair. 

The Cuatrman. I am sure Mr. Alger did not mean any unfairness 
to Mr. Cantrell. 

Without objection, we will let them continue the debate in the record 
if they want to submit some additional information. 
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(Material referred to follows :) 


ARKANSAS STATE AFL-CIO, 
Little Rock, Ark., May 15, 1959. 
Mr. Leo H. Irwin, 
Chief Counsel, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Deak Mr. Irwin: I offer my apologies for the delay in supplying you with 
the information you requested. 

Mr. Cantrell has said that the unemployed worker today takes home more 
groceries with his unemployment insurance check than he did back in 1989. 
What he says is true. Average benefit payments have increased more than the 
cost of living. But, unfortunately, what he says reflects a defect in vision 
that is common among chamber of commerce spokesmen, a defect that is 
marked by an inability to see ahead to broader horizons; you might call it an 
overdeveloped hindsight. 

While it’s true that the unemployed Arkansas worker takes home a some- 
what larger bag of groceries today than he did in 1939, Mr. Cantrell doesn't 
look to see how adequate the brown bag was then, or its today. In failing to 
look at this, Mr. Cantrell has failed to see what the real intent of the unemploy- 
ment insurance program is. 

Unemployment insurance was instituted to insure workers and their families 
against loss of income. The original goal was to assure a worker who had lost 
his job through no fault of his own, that he could count on getting a check 
at least half as big as the one he would have normally drawn. It was believed 
that this would provide his family with an adequate budget until another job 
came along. 

In Arkansas, as in the United States, unemployment insurance has not ade- 
quately insured the unemployed worker. The Arkansas worker wasn’t ade- 
quately insured in 1939 when he drew the magnificient sum of $6.66 a week, and 
he certainly isn’t insured adequately today when all he draws to feed, clothe, 
and house his family is $10.61. In choosing a comparison that makes it appear 
that the unemployed Arkansan never had it so good, Mr. Cantrell not only ig- 
nores the fact that unemployment insurance has been inadequate, he also fails 
to note that the Arkansas worker has even less insurance against loss of income 
today than he did 20 years ago. Back in 1939, the unemployed Arkansas work- 
er drew benefits equal to 42 percent of his weekly wage; last year his unem- 
ployment benefits barely covered one-third of the amount he normally took home. 
Last year’s recession clearly showed us that unemployment benefits weren't 
enough to keep households going. Any insurance man can tell Mr. Cantrell 
that the first consideration of an insurance program is not the cost of living, but 
the standard of living to be maintained. 

’ Present levels of unemployment insurance,- besides failing the tests of ade- 
quacy and intent, also have the effect of shortchanging our economy. Failure 
to pay adequate benefits is pennywise and pound foolish; the worker who can't 
count on adequate insurance when he’s out of work won't buy the goods (many 
of them on credit) that are essential both to the full life and to the full economy. 
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There are a few other points I'd mention which bear on the inadequacy of 
the State’s unemployment insurance program. One is that unemployment is a 
more severe problem in Arkansas than in the Nation as a whole. (This is even 
apart from the widespread underemployment that exists in our State’s rural 
areas.) Unemployment rates have historically been above those in the United 
States because of the seasonal nature of much of our industry. Another point 
to consider is the fact that the unemployed worker in Arkansas has fewer 
alternative opportunities than in most other States. A recent ESD study shows 
that almost one man in three who drew an unemployment check was unable to 
find a job before his benefits ran out. Two months later, more than half of 
those who had exhausted their benefits still could not find work; and even after 
4 months over 40 percent were still job hunting. Now, Mr. Cantrell has made 
the point that “virtually 5 out of every 10 unemployed persons were either indi- 
viduals or married women, most of whom were not the family breadwinner.” 
You'll note that he does not say that half of the unemployed were not supporting 
dependents—although he seems to want to imply that. While we were unable to 
find the study that he mentions, the ESD study just published, shows that two- 
thirds of the workers who exhausted their benefits were men, and over 80 percent 
of them were married. In all, three out of four of the workers who exhausted 
their benefits had dependents to take care of. One other point should be men- 
tioned. Mr. Cantrell stated that the proposed 39-week benefit period was (see 
his testimony) an unnecessary extravagance for Arkansas since our average 
unemployment duration was only 11144 weeks. Surely, Mr. Cantrell must know 
that this average figure was affected by the fact that Arkansas’ maximum 
benefit period was only 18 weeks. That average insured unemployment would 
have been longer if the legal benefit period had been longer is indicated by the 
fact that more than half of the persons studied by the ESD drew benefits for 
the maximum 18 weeks. 

When you put together the facts that unemployment is higher in Arkansas 
than in the United States, and that job opportunities are fewer, it seems to me 
that you should come up with a strong case for making the unemployment insur- 
ance program in Arkansas at least as good if not better than those in most other 
States. Mr. Cantrell and the chamber of commerce, however, seem to argue— 
and have done so consistently over the years in the Arkansas Legislature— 
that despite the greater unemployment risk in Arkansas we don’t need as much 
insurance. And by implication, he seems to be agreeing that persons who become 
unemployed in the State should be encouraged to leave to find jobs rather than 
encouraged to stay, maintain their homes, and try to find jobs in the new indus- 
tries which are moving into Arkansas. 

If we can be of further help to you, please do not hesitate to call on us. 

Sincerely and fraternally, 
Wayne E. Gienn, President. 
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WasHIneTon, D.C., April 7, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Mitts: In pursuance of the action of the Committee on Ways and 
Means in leaving the record open for a supplemental statement, occasioned by 
the conflict of testimony between myself and Mr. Wayne Glenn today, I desire 
to submit the following statement for inclusion in the record of the committee: 

In testimony before the Committee on Ways and Means April 7, 1959, a witness, 
Mr. Wayne Glenn, disputed my earlier testimony that Associated Industries of 
Arkansas, Inc., and the Arkansas State Chamber of Commerce had not opposed 
a bill increasing Arkansas’ maximum weekly unemployment benefit amount to 
$50 and the duration to 26 weeks. 

In hearings before a committee of the Arkansas House of Representatives, our 
witnesses contended that this bill was undesirable unless it contained a provision 
expressly disqualifying for benefits those persons whose unemployment resulted 
from participation in a labor dispute. The absence of such a provision was the 
basis for our criticism of the bill. 

When, however, the bill was reported to and passed by the house and sent to 
the senate, Associated Industries of Arkansas and the Arkansas State Chamber 
made no further representations to the senate committee to which the bill had 
been referred and, in fact, gave assurances to the administrator of the employ- 
ment security division that we had no further objection to the measure. The 
reason was that the legislature approved as a separate bill the provision regard- 
ing strikers which we had advocated. 

This statement is being submitted solely because of Mr. Karsten’s remark 
that my testimony would be evaluated in terms of Glenn's inaccurate testimony. 

With kindest regards, 

Very truly yours, 
Frank A. CANTRELL, 
Managing Director, Associated Industries of Arkansas, Inc., Arkansas 
State Chamber of Commerce. 


The CuarrmMan. Are there any further questions of Mr. Glenn ? 


Mr. Glenn, I want to thank you again for coming to the committee. 
You made a very fine witness. We appreciate your Cr ta ap today. 
t. 


Mr. Guienn. Thank you, Mr. Chairman. I appreciate the privilege 
and I want to say to Mr. Mason before I leave that as a citizen of 
Arkansas, we appreciate those kind remarks that you made about the 
en of this committee. We think he has brought honor to our 

tate. 

Mr. Mason. I donot make remarks that I do not believe. 

Mr. Guenn. I am sure of that, sir. 

The Cuatrman. Thank you both. 

Mr. Guenn. Thank you. 

The Cuarrman. Our next witness is Mr. E. Russell Bartley, direc- 
tor of industrial relations of the Illinois Manufacturers’ Association. 
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Mr. Bartley, we are pleased to have you with us today. You are 
recognized, sir. 


STATEMENT OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL 
RELATIONS, ILLINOIS MANUFACTURERS’ ASSOCIATION 


Mr. Barrtey Mr. Chairman and members of the committee, my 
name is E, Russell Bartley, director of industrial relations of the Ili- 
nois Manufacturers’ Association in Chicago. 

The Illinois Manufacturers’ Association, which is the largest and 
oldest association of its kind in the country, embraces in its member- 
ship practically every representative manufacturing firm in Illinois, 
large, small, and medium size, which is engaged in a wide variety of 
production, 

I wish to register opposition to the several bills which are under 
consideration by this committee, which would impose Federal stand- 
ards on the unemployment compensation programs of the various 
States. Mr. Rees who is also from Illinois will more thoroughly cover 
certain of the points that I have. 

These proposals, if enacted, would require the States to amend their 
laws to increase the amount of their benefit payments, to increase the 
number of weeks of duration of payment of benefits, and to reduce the 
qualifications which a claimant must meet in order to draw benefits. 

One of the bills which is being considered by this committee, H.R. 
3547, would require that each State unemployment compensation law 
be amended to— 

(1) Provide a maximum weekly benefit amount of at least two- 
thirds of the average weekly wage of the State’s covered workers. 

(2) Provide that the weekly benefit amount, exclusive of de- 
pendents’ allowances, for any unemployed worker be not less than 
one-half his prior average weekly wage, or the maximum weekly 
benefit amount, whichever is the lesser. 

(3) Establish minimum standards of qualifying base period 
wages or length of employment. 

(4) Provide that all unemployed workers may receive a uni- 
form 39 weeks of benefits in a benefit year, regardless of base 
period earnings. 

TLR. 3547 would also— 

(1) Extend the coverage of the Federal Unemployment Tax 
Act to employers of one or more workers. It now covers employ- 
ers of four or more. 

(2) Permit the States to substitute systems of uniform tax 
rate reduction for their present experience rating systems. 

(3) Abolish the loan fund created by the Reed Act, and estab- 
lish a reinsurance system under which Federal grants would be 
made to States with depleted funds. 

Problems of States are not uniform: The Federal-State structure 
of our unemployment insurance system has remained basically un- 
changed since the enactment of the Social Security Act in 1935. A 
State law must meet a number of procedural requirements in order 
to qualify for grants to defray the cost of administering its unem- 
Pormeee compensation law and in order to receive credit against the 

ederal tax for money to be used for the payment of benefits. But, 
aside from these procedural requirements, the States have had full 
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discretion in framing the provisions of their unemployment compen- 
sation laws. 

The development of these laws and their administration have, from 
their inception, been the function of the legislatures of the individual 
States. The amounts which should be paid in benefits, the eligibility 

rovisions which claimants must meet, and the number of weeks of 

nefits which they can draw have been related to the economic situ- 
ation in each State. The State laws have been periodically revised 
to reflect changes in economic conditions. 

Upon several occasions, in past years, the Congress has considered 

roposals for the establishment of Federal standards pertaining to 

nefit eligibility requirements and benefit amounts and duration 
with which the State laws would have to comply. Congress has re- 
jected these proposals. We respectfully urge you to reject the cur- 
rent proposals. 

Federal controls are not desirable: Federal standards mean Fed- 
eral controls. The imposition of Federal minimum standards is a 
long step toward nationalization of the unemployment insurance sys- 
tem. Once the principle of Federal standards is accepted, additional 
requirements might be anticipated in the future which may remove 
from the States and real discretion in this area. 

Federally imposed benefit standards cannot adequately take into 
consideration the real differences among the States in general eco- 
nomic conditions and in wage structures. The determination of bene- 
fit formulas should be left to the States whose legislators are familiar 
with their local economies and wage structures and can best determine 
benefit adequacy. 

Federal control of benefit formulas is not desirable because it. would 
impair or destroy State initiative. Under present arrangements, the 
States have had the responsibility of improving their laws and they 
have met that responsibility. Over the years, they have reduced their 
waiting period requirement from several weeks in a benefit year to 1 
week, or have eliminated it entirely. Many States have extended the 
coverage of their laws beyond that of the Federal Unemployment Tax 
Act. States have steadily increased their weekly benefit amounts 
and the duration of benefits. 

Benefits have increased much faster than the cost of living and the 
increase in spendable wages. Both the maximum benefit amount and 
the duration have been at least doubled in most of the States since 
1939. For example, in Illinois in 1939, a beneficiary received a maxi- 
mum of $15 for 16 weeks, or a total of $240. A beneficiary with four 
children can now receive $45 a week for 26 weeks or $1,170, nearly 
five times as much. Under our extended emergency benefit program 
this is increased another 50 percent. 

A serious result of federalization would be destruction of experience 
rating and the incentive for employers to stabilize their employment. 

In the introductory declaration of policy in nearly all of the State 
unemployment compensation laws there appears the statement that 
one of the purposes of the laws is to encourage employers to provide 
more stable employment. Employers have an incentive for stabiliza- 
tion of employment through experience rating, whereby they can 
earn a lower tax rate. Destruction of experience rating would remove 
the incentive to stabilize employment; in fact it would have the op- 
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posite effect and would lead to intermittent layoffs, unsteady employ- 
ment, and higher costs of unemployment compensation. 

This legislation would do violence to the unemployment compensa- 
tion laws of all of the States. It would require a drastic increase in 
benefits which would tend to destroy the incentive to work. Unem- 
ployment benefits would compete with wages. 

For example, under the present Illinois law, a single person who 
earns $2,425 in the base period year can draw an additional $780 in 
benefits at $30 per week. A person with four or more children who 
earns $2,925 can draw $1,170 in benefits at $45 per week. 

Under H.R. 3547, the maximum weekly benefit amount would be 
increased to $62 for a single person and he would have to earn only 
$1,860 in base period wages in order to draw $2,418 in benefits, 30 
percent more than he earned in wages. Similar drastic and unwar- 
ranted changes would be required in the laws of all of the States. 
Remember that unemployment benefits are net pay. There is no 
deduction for income tax, social security, transportation to and from 
work, lunch money, or work clothes ; $62 is the equivalent of wages of 
$75 per week with only the income tax and social security tax deducted. 

Illinois is proud of its progress. Recent action in Illinois furnishes 
convincing evidence to demonstrate that the States can meet their own 
needs without the whiplash of Federal coercion. 

In June 1958 the Governor of Illinois called the general assemb] 
into special session for the purpose of enacting a temporary amend- 
ment to the Illinois Unemployment Compensation Act to provide for 
a 50 percent extension of benefits to individuals who had exhausted 
their benefits under the regular program. The general assembly 
passed this legislation in the record time of 5 days. 

Based upon the principle that the State of Illinois is best qualified 
to take care of its own needs, independently of Federal action and 
without the use of Federal funds, which would have been available 
under the Temporary Unemployment Compensation Act of 1958, such 
oo benefits in Illinois have been paid out of the Illinois trust 

und. 

Recognizing the fact that 25,000 Illinois workers would have had 
their extended benefits discontinued as of March 31, 1959, the date of 
the expiration of the temporary amendment, the Illinois General As- 
sembly has recently extended the expirdtion date to June 30. It 
further enacted a permanent provision in the Illinois law for payment 
of extended benefits for exhaustees in future periods of recession and 
abnormal unemployment. 

Tilinois was the first State to develop and adopt the principle of 
variable maximum benefits, in which the weekly amount which is 
paid to an unemployed worker is based upon both his family respon- 
sibilities and his base period earnings. A number of other States 
have recognized the merits of such a system and have adopted the 
variable maximum benefit principle. 

Illinois is one of the few States which have changed the experience 
rating provision of the law to provide for a maximum employer tax 
rate in excess of 2.7 percent. Our belief is that employers should 
“nay their way” and that an employer whose ex-employees draw more 
out of the fund than the employer paid in taxes should pay a higher 
tax and his unemplovment cost should not be financed by the other 
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employers of the State who have been able to stabilize their employ- 
ment. The maximum employer tax rate in Illinois has been 3.25 per- 
cent during the poe several years. At the instigation of employer 


organizations and representatives of employers on the advisory board, 
it is proposed to increase the maximum tax rate to 4 percent during 
the current session of the Illinois General Assembly. The employers 
of Illinois recognize and accept the responsibility that the trust fund 
must be kept in sound financial condition in order to pay benefits to 


unemployed workers. 

The original Illinois Unemployment Compensation Act, as well as 
all changes made therein during the intervening years, have been the 
result o eement between representatives of employers, workers, 
and the public on an advisory board, which is created by statute, 


This method of handling this matter has been acceptable to all 
concerned. 

Our advisory board is now working to develop further improve- 
ments in the Illinois act for submission to the general assembly which 
is now in session. We expect that these changes will again be re- 


solved in a satisfactory manner. , 
Illinois Senate resolution: Now I would like to submit for inclu- 


sion in the record a resolution which has been adopted by the Senate 
of the State of Illinois. 
The CHamMan, Without objection, that resolution which is ap- 
pended to your statement will appear in the record at this point. 
(The resolution is as follows :) 


SENATE RESOLUTION 19 


Resolved by the senate of the 71st general assembly— 

Whereas there is legislation pending in the Congress of the United States, re 
lating to unemployment compensation, which would compel the various States to 
drastically amend their unemployment compensation laws to conform with Fed- 
eral standards: and 

Whereas Illinois is firmly dedicated to the belief that the individual States are 
best qualified to determine the provisions of their unemployment compensation 
statutes based upon the economic conditions of the States and the needs of their 
citizens ; and 

Whereas the Illinois General Assembly, over the years, has made amendments 
to the Illinois Unemployment Compensation Act through mutual agreement of a 
tripartite board which has provided for equitable treatment of employees and 
employers and the general assembly is now in session considering further im- 
provements in its unemployment compensation programs ; and 

Whereas the Illinois General Assembly recently enacted legislation to pay ex- 
tended benefits independently of Federal action and without the use of Federal 
funds: Now, therefore, be it 

Resolved by the Illinois State Senate, That it opposes Federal legislation which 
would compel the various States to provide minimum unemployment compensa- 
tion standards in conformity with Federal laws, thus depriving the Illinois Gen- 
eral Assembly of its rightful authority and responsibility in such matters; and 
be it further 

Resolved, That a copy of this resolution be sent by the secretary of state to 
the President of the United States: Secretary of Labor of the United States; 
Senate minority leader, Everett McKinley Dirksen; Senator Paul H. Douglas, 
and all Members of the U.S. House of Representatives from Illinois. 

Adopted by the senate, March 25, 1959. 

JOHN WM. CHAPMAN, 
President of the Senate. 
EDWARD FERNANDES, 
Secretary of the Senate. 
CHARLES CARPENTIER, 
Secretary of State. 
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Mr. Bartiey. This is a certified copy of it. 


The Cuatrman. All right, sir. 
Mr. Bartiey. This is Senate Resolution 19, which has been offered 
by 16 senators of the State Senate of Ilinois. 


Resolved by the senate of the 71st general assembly— 
Whereas there is legislation pending in the Congress of the United States, 


relating to unemployment compensation, which would compel the various States 
to drastically amend their unemployment compensation laws to conform with 
Federal standards; and 


Whereas Illinois is firmly dedicated to the belief that the individual States 
are best qualified to determine the provisions of their unemployment compensa- 
tion statutes based upon the economic conditions of the States and the needs 
of their citizens: and 

Whereas the Illinois General Assembly, over the years, has made amendments 
to the Illinois Unemployment Compensation Act through mutual agreement of 
9 tripartite board which has provided for equitable treatment of employees and 
employers and the general assembly is now in session considering further im- 
provements in its unemployment compensation programs; and 

Mr. Mason. Mr. Chairman, in view of the fact that the resolution 
has been inserted in the record, I see no further need of reading it 
now. 

The Cuatrman. Is that agreeable with you, Mr. Bartley? 

Mr. Bartiey. Yes. It will be included in the record. 

The Cuairman. The senate takes the position in this resolution that 
it does not want any Federal standards or compulsory standards, 
that. is the point, is it not? 

Mr. Bartiey. That is right. And I believe the wording of this 
resolution very well summarizes our position, the position of the em- 
loyers of Illinois, in objecting to the Federal Government injectin 
itself into this matter and usurping the prerogatives of the State, an 

I respectfully urge you to reject this legislation. 

The Cuamman. Mr. Bartley, we thank you, sir, for bringing to us 
the view of the group that you represent. Mr. Mason will inquire. 

Mr. Mason. Mr. Bartley, you have given us really in your state- 
ment a simple history of the record of unemployment compensation 
in the State of Illinois and how it has been improved and how it has 
gradually adjusted to meet the problems that arose. 

Mr. Bartiey. Yes, sir. 

Mr. Mason. That is you might say a summary of it. You have 
shown us that the State of Illinois has by Jegislative action increased 
the amount of the tax just to keep the fund in shape, has increased 
the benefits and has made variable benefits, which is quite, 1 would 
say, action in the right direction for this problem. I am proud of 
that record. I was in the State senate at the time this thing was 
started, way back there in 1935 and 1936. And I have been rather 
interested in how it has developed and grown and taken care of the 
needs of Illinois. 

That, it seems to me, is proof positive of the fact that we need no 
Federal standards and don’t want any Federal standards. 

Mr. Bartiry. Our advisory board and the technical committees 
have been studying the needed changes in the Illinois law every year 
over the years, and I believe that in every session of the legislature in 

Illinois there has been some amendment made to improve the act. 

Mr. Mason. This advisory board is made up of workers’ representa- 
tives and employers’ representatives. 

Mr. Bartiry. Representatives. 
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Mr. Mason. And they get together and say, we think this will 
improve it, please pass it, when you hand it to the legislature. That 
is really what you have been doing. 

Mr. Barrier. The members of the legislature are very thankful 
that a group of technicians can get together and work out the amend- 
ments rather than to have the problems thrown on the floor of the 
legislature. 

r. Mason. That is all, Mr. Chairman. 

The CuHarmrMan. Mr. Machrowicz will inquire, Mr. Bartley. 

Mr. Macurowicz. Mr. Bartley, on page 3 of your statement you 
refer to the fact that the only standards in the law today are pro- 
cedural standards. Is that what your present impression is, there 
are no other standards except procedural requirements / 

Mr. Bartiey. That is what it was called. There is the—— 

Mr. Macurowicz. Is there not a standard in the bill now on the 
kind of jobs which the worker can refuse without being denied 
benefits ? 

Mr. Bartiey. Yes; he cannot take a job where there is a strike. 

Mr. Macurowicz. Do you call that procedural standards? 

Mr. Bartiey. That word “procedural” is probably quite far 
reaching. 

Mr. Macurowiez. Your statement is not quite correct, is it? 

Mr. Barriey. That is right. 

Mr. Macurowicz. On page 4 you say that Federal standards 
cannot take into account the differences in State wage structures. 
That is not correct, is it ? 

Mr. Bartiey. This subject that has been bandied around here about 
average weekly wage and wage structures is something that I do not 
know. I think everybody who talks about it has a different idea of 
what they are talking about. Are we talking about the average 
weekly wage of the people who draw benefits, the average weekly 
wage of the people who are covered under the law, or the average 
weekly wage of everybody in the State. I get figures, our depart- 
ment of labor issues a monthly figure of the average weekly wage in 
the manufacturing industry which is around $92 and the average in 
the retail industry is about $64. Then there is a large number of jobs 
in industries such as the service industry and real estate and insurance 
and so on where they don’t have an average. 

So that with one-third of the people in the retail industry, or one- 
fifth, I think it is, in the retail industry, it brings that down below 
$90 but yet. somebody is using the figure of $92 as the average weekly 
wage in Illinois. 

I don’t know where they get that unless they put in all of the 
presidents of the firms and the high-paid executives and so on. 

Mr. Macurowicz. Aren’t those figures obtained from the Bureat 
of Labor Statistics? 

Mr. Bartiry. They are probably are. But I say it probably in- 
cludes the high-paid executives of companies where the home office is 
in Chicago and it is much higher, it brings it up to much higher 
than a figure in an agricultural State or a State where they aren't 
the home offices. That might be the one. I don’t know that the 
wages and salaries of executives bring it up so much higher. But 
the point that I am making is that I think that if you are going to 
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base anything on the average weekly wage—and I don’t, I am not agree- 
ing that it should be, that this should be—that you should consider 
the take-home wage rather than the gross wage because the take- 
home pay has dropped in recent years because of the income tax 
and increase in social security tax and so on. 

When you talk about average weekly wage there are all these dif- 
ferent. factors to bring in so I am not qualified to express any definite 
statement on it. 

Mr. Macurowicz. Do you object to the provisions in H.R. 3547 
which would relax the standards requiring an experience rating and 
give the States the option so far as having a flat rate reduction ? 

Mr. Bartiey. I think one of the principal objections there is that 
there would be a loan fund—no, the loan fund created by the Reed 
Act would be abolished and a reinsurance system under which Federal 
grants would be made to the States 

Mr. Macnrowicz. Still optional to the States ? 

Mr. Bartiey. Is the objectionable part of that because if it is a 
grant to the States where i don’t have to pay it back then various 
States will be foolish not to take those grants. 

Mr. Macnrowicz. But the option still lies with the State ? 

Mr. Barriry. Pardon? 

Mr. Macnrowicz. But the option still lies with the State ? 

Mr. Barttiey. Yes, it still lies with the State but where they can 
get money by just going to Washington and asking for it, the States 
would all do that, and as a result there wouldn’t be any incentive for a 
State to have an experienced rating system. 

Mr. Macrrowicz. Mr. Bartley, you refer several times in your state- 
ment and you made quite a point of the fact that under the law in 
Illinois an employee can draw up to $45 a week for 26 weeks. Of 
course, I am sure that you want to be fair with this committee and 
in order to evaluate that statement I think the committee should know 
what proportion of the unemployment compensation claimants are 
able to draw that amount. Can you answer that ? 

Mr. Barriey. I don’t have the exact figure but one of the—— 

Mr. Macurowicz. Do you have any approximate estimate ? 

Mr. Barriey. I think about 6 percent. 

Mr. Macurowicz. Six percent ? 

Mr. Bartiry. Yes. 

Mr. Macnrowicz. Only 6 percent ? 

Mr. Bartitry. Yes. In order to draw $45 a week the person must 
have four or more children and must have base period earnings, high 
quarter base period earnings which will justify that amount. If he 
doesn’t have 

Mr. Macurowicz. It isn’t a very substantial number. I want to 
correct you. I have here the Illinois Compensation Agency figures 
which show that not even 6 percent can collect that. Actually, 3 
percent, in the period ending June 30, 1958, out of 136,141 appli- 
cants only 4,446 were eligible. So actually only 3 percent are able to 
obtain that high figure of $45 per week; is that right? 

Mr. Bartiey. If that is the figure that you have. 

Mr. Macurowrcz. That would make quite a difference. These are 
the figures, unemployment compensation beneficiaries distributed by 
weekly benefit per amount, issued by the unemployment compensation 
agency. That makes your figures look very insignificant, doesn’t it? 
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Mr. Bartiey. Yes; but I also mentioned that the lower figure is 
$30. We have a range from $30 to $45. 

Mr. Macurowicz. Those figures are quite low, too, I might say. But 
I might say that you are familiar, undoubted! , with the so-called 
employers’ program for improvements in the Tiinois Compensation 
Act which your association and others presented to the State at the 
time of the adoption of the last act. You had a part in drafting this, 
did you not? 

. Bartiey. Yes. 

Mr. Macnrowrcz. In this employers’ program which you submitted 
to the State of Illinois, you propose 12 amendments that would make 
the eligibility and disqualification clauses of the law more severe than 
they are now, am I right ? 

Mr. Barttiey. I don’t say they would be more severe. I think they 
would be more fair and equitable. 

Mr. Macurowicz. All right. Actually, you propose a decrease, do 
you not of $3 per week in benefit allowances to employees with a 
working spouse ? 

Mr. Barttey. We would propose a different benefit amount for an 
wa Da with a working spouse where they have children. We have 
that classification in the first two classifications but it was thought 
when we adopted the variable maximum formula in 1955, I believe it 
was, that that was the understanding but it didn’t get in there and we 
just wanted to try to put that in at this time. 

Mr. Macnrowicz. One with a nonworking spouse would receive 
$33, one with a working spouse $30. That would cut him down from 
$33 to $30, wouldn’t it ? 

Mr. Bartiey. That is the figure they get now. A person with a 
nonworking spouse and no children gets $30 and with a working 
spouse and no children, $33. 

Mr. Macurowrcz. Let me ask you this question. Would longer 
duration be payable to workers in a community with high unemploy- 
ment which unemployment is due to the shutdown of its major plant 
if the total insured unemployment in the State as a whole was below 
4.375 percent? 

Mr. Barter. No. 

Mr. Macnrowicz. They would get no benefits? 

Mr. Bartiey. This amendment provides for a figure of insured un- 
employment for the entire State. You can’t divide it up by com- 
munities. 

Mr. Macurowicz. In other words, it is possible for a plant to close 
down completely. 

Mr. Barter. Yes. 

Mr. Macurowrcz. And lay off workers who would be completely 
denied their extended benefits, isn’t that correct ? 

Mr. Bartiey. That is right. 

Mr. Macurowicz. Do you consider that not to be a rather harsh 
provision ? 

Mr. Barter. If by closing that plant down it brought the unem- 


ployment for the entire State up to 4.375 then they would be entitled to 
the benefits, but Tllinois is a “Fur large State and has lots of dif- 


ferent towns in it. You could not figure for insured unemployment 
for every community in the State. Also, the insured unemployment 
for the entire State was above 4.375, but there are few towns that 
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had very good nee ment and their particular figure was below 4.375, 
I don’t think anybody would stiaapet that those areas, people in those 
areas, be denied the extended benefits. 

Mr. Macwrowicz. An employer in this little community could shut 
down his plant completely and the employees would get no unem- 
ployment compensation, is that right ? 

re Bartiey. They would get 26 weeks or whatever they are en- 
titled to. 

Mr. Macurowicz. Do you know what proportion of the employers 
in Illinois are contributing less than 1 percent in the contribution 
rate 

Mr. Barter. I believe the average contribution rate this year is 
1 or 1.1 percent. The division hasn’t published an accurate figure 
so that means half of them will be above or at 1 percent or half of 
them below or at 1 percent. 

Mr. Macurowicz. The Department of Labor Statistics show that 
6414 percent of all the employers in Illinois under the experience 
rating are now paying less than 1 percent. 

Mr. Bartey. That is probably the number of employers. 

Mr. Macurowicz. Number of employers. 

Mr. Barttey. But not the number of public workers, that is the 
number of. 

Mr. Macurowicz. Employers, I am talking about. 

Mr. Bartiey. That is the number of employees in those plants. 

Mr. Macurowicz. That is all. 

The Cuamrman. Any further? 

Mr. Berrs. Mr. Chairman? 

The Cuarrman. Yes, Mr. Betts will inquire. 

Mr. Berrs. In your opinion would this proposed legislation have 
any different effect on the small businessman as distinguished from 
the so-called big business? 

Mr. Barrier. Now you are referring to the additional coverage 
of one or more? 

Mr. Berrts. All this proposed legislation raising the base, extending 
the coverage? 

Mr. Barrier. Yes, it would require that during the first 3 years 
of coverage all of those small businesses with one, two, and three 
employees would be required to pay the maximum tax of 2.7 percent 
until such time as they qualified under the experience rating system. 
They would be at a dioudvahtepe with the larger employers who have 
earned the experience ratings. As far as the Federal Government, 
that is the amendment to a Federal law requiring coverage of one or 
more, I agree with the other gentleman that expressed the opinion 
that the States, if they so desire, should consider and accept or re- 
ject that change. There have been bills in the Illinois Legislature 
for several sessions which would cover employers of one or more and 
the legislature hasn’t seen fit to pass such a law. 

Mr. Berrs. What you are saying, then, in your opinion increasing 
the base and extending the coverage as proposed in these various 
bills would be more burdensome on the small business than on the 
so-called big businessman, is that right ? 

Mr. Bartiey. I believe it. would. 

Mr. Berts. That is all, Mr. Chairman. 

The Crateman. Any further questions? 

39678—59——11 
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Mr. Aucer. Mr. Chairman? 
The Cuarrman. Yes. Mr. Alger will inquire. 

Mr. Acer. Mr. Bartley, I would like to summarize what you said 
in five points and I would appreciate your correcting me if I mis- 
understood you. 

First of all, you maintain that there are real economic differences 
between the States, which this particular Federal formula cannot 
properly take into account. 

And secondly, that Federal standards would destroy or impair 
State initiative, that the States have met their responsibilities and 
that the States are best qualified to provide their own needs. 

And third, that the Federal standards of this bill that we are talking 
about would destroy the experience rating which in itself protects the 
workers because the employers are endeavoring to provide State em- 
ployment to earn a lower tax rate. Is that correct? 

Mr. Bartiey. Stable employment. 

Mr. Acer. Stable employment. I am sorry. I put this down 
briefly. Provide stable employment. In other words, this actually 
protects the workers the way it is presently conceived and this experi- 
ence rating would be destroyed ¢ 

Mr. Barriey. That is right. 

Mr. Arcer. Fourth, that this unemployment compensation would 
actually compete with wages in view of the fact that $62 net as you 
show it would be a $75 gross pay. 

And fifth, that Illinois in its advisory board right now is fairly 
hearing all groups and from the representatives of all of those groups 
has worked out the present law ¢ 

Mr. Bartiey. Yes, sir. 

Mr. Arger. Thank you, Mr. Chairman. 

The Cuatrman. Any further questions? 

If not, Mr. Bartley, we thank you again, sir, for coming to the 
committee. 

Mr. Barriey. Thank you. 

The Cuatrman. Our next witness is Mr. James W. Rees, chairman 
of the Social Security Committee of the Illinois State Chamber of 
Commerce. 

Mr. Rees, you are recognized, sir. 


STATEMENT OF JAMES W. REES, CHAIRMAN, SOCIAL SECURITY 
COMMITTEE, ILLINOIS STATE CHAMBER OF COMMERCE 


Mr. Rers. Thank you. 

Mr. Chairman and members of the committee, I have already filed 
a statement which I want entered in the record. 

The CHarrman, Without objection, your entire statement will ap- 
pear in the record. 

Mr. Rers. Thank you. 

(The information follows :) 


STATEMENT ON FEDERAL UNEMPLOYMENT COMPENSATION STANDARDS, BY JAMES W. 
REES, FOR THE ILLINOIS STATE CHAMBER OF COMMERCE 


My name is James W. Rees. I am assistant vice president of the Pure Oil 
Co., Chicago, IL, and chairman of the social security committee of the Illinois 
State Chamber of Commerce. The Illinois State Chamber; for whom I am making 
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this statement, is a statewide civic association with a membership of approxi- 
mately 17,000 businessmen representing companies located in over 400 communi- 
ties in Illionis. This membership comprises individuals from all types of busi- 
ness, ranging from small retail and service organizations to the self-employed 
individual and to the largest corporations. 

The Illinois State Chamber’s social security committee, comprised of 89 mem- 
bers representative of the chamber’s membership, has given much study to one 
of the many problems with which your committee is now concerned. The mat- 
ter of imposing Federal standards on State unemployment compensation pro- 
grams concerns vital and basic issues which relate to Federal-State relations 
and the very fundamentals of sound and effective unemployment compensation 
programs. The State Chamber's social security committee has, after this study 
and consideration, made recommendations to the chamber’s 72-man board of 
directors who have endorsed the policies which are the basis for my statement. 
Thus, it is believed that the viewpoints expressed herein broadly represent those 
of Illinois businessmen. 

My company, the Pure Oil Co., is engaged in the exploration, production, refin- 
ing, distributing, and transportation of petroleum products. We employ approxi- 
mately 11,000 people and conduct company operations in 33 States. Thus, we 
have a direct interest in unemployment compensation throughout the country. 
I have had a direct and personal interest in the problems of unemployment 
compensation for many years, having been a member of the State Chamber’s 
social security committee since 1946 and chairman of that committee since 
October 1, 1957. 

I realize there will be a great deal of testimony concerning general principles 
of Federal unemployment compensation standards and it is my intention not 
to burden your committee with lengthy arguments and repetitive statistics. 
My attempt will be to explain generally our opposition to the imposition of 
Federal standards as provided in H.R. 3547 and to inform you as to the situation 
in the State of Ilinois—hoping this information will be of benefit to you in your 
deliberations. 

PROVISIONS OF H.R. 3547 


I will confine my remarks to the general implications and effects, particularly 
in Illinois, of the following Federal standards which are set up in Congressman 
Karsten’s bill, H.R. 3547. While the following are not all of the standards in 
this legislation, they are of particular concern to us. They would— 

(1) Require States to establish a maximum weekly benefit amount equal 
to at least two-thirds of the State average wage for covered workers. 
(2) Compel States to provide benefits equal to at least 50 percent of a 
claimant’s wage—up to the maximum weekly benefit amount. 
(3) Require States to pay at least 39 weeks of benefits to anyone qualify- 
ing for any benefits. 
- (4) Restrict States to the following three tests for determining eligi- 
ility : 
(a) A multiple of the weekly benefit amount (upper limit, 30 times 
weekly benefit amount) ; ( 
(b) A multiple of high-quarter earning (upper limit 114 times high- 
quarter earnings) ; 
(c) Number of weeks of employment (upper limit, 20 weeks of em- 
ployment). 
(5) Permit States to discontinue individual employer experience rating 
which is required under the present law. 


FEDERAL UNEMPLOYMENT COMPENSATION LAW HAS SERVED ITS ORIGINAL PURPOSE 


We are firmly of the opinion that, within a set of very minimum standards, 
the States should operate their employment security programs independent of 
Federal control. To us, the final answer to this would be the elimination of 
the Federal unemployment tax with each State collecting its own funds for 
benefits and administrative expenses. In this manner, the agency that spends 
the money has the responsibility of collecting it through taxation. Under the 
above provisions of H.R. 3547, the Federal Government tells the States under 
What conditions they must pay benefits as well as how much they shall pay and 
for what duration. Yet, at the same time, the States are charged with the 
tesponsibility of collecting taxes to pay for these benefits. 
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The original purpose of the Federal law was to persuade the States to enact 
unemployment compensation laws and as pointed out by Prof. Edison L. Bowers, 
of Ohio State University, chairman of the Ohio State Advisory Council on Unem- 
ployment Compensation, “that original purpose has been accomplished.” Pro. 
fessor Bowers further states that “adoption by Congress of minimum benefit 
standards, enforcible by Federal financial controls, would doubtless sound the 
death knell for current remnants of State administration. A Federal system 
would cost more, both in overhead and benefit expenditures. Some believe it 
would be less flexible and offer less creative ability and initiative. Programs 
in the poorest States might be improved and those in the best States retarded.” 


ILLINOIS STATE SENATE EXPRESSES OPPOSITION TO FEDERAL UNEMPLOYMENT 
COMPENSATION STANDARDS 


It is a fundamental principle of our Federal-State American system of goy- 
ernment that the Federal Government does not move into an area of legislative 
compulsion except when a well-established need for such action is demonstrated 
or there is a proven failure on the part of the States to accept their responsi- 
bilities. There is no failure or any such need in the matter of unemployment 
compensation. Iam sure your committee will be presented with sufficient evidence 
to prove this point. Later, I will explain what we have done in Illinois without 
Federal assistance or compulsion. 

The Illinois State Senate passed the following resolution on March 25, express- 
ing disapproval of Federal standards to point out that in Illinois we wish to 
handle—and are capable of handling—our own unemployment compensation 
program without Federal coercion or intervention : 

“Resolved by the senate of the 71st general assembly— 

“Whereas there is legislation pending in the Congress of the United States, 
relating to unemployment compensation, which would compel the various States 
to drastically amend their unemployment compensation laws to conform with 
Federal standards; and 

“Whereas Illinois is firmly dedicated to the beliefs that the individual States 
are best qualified to determine the provisions of their unemployment compensation 
statutes based upon the economic conditions of the States and the needs of their 
citizens ; and 

“Whereas the Illinois General Assembly, over the years, has made amendments 
to the Illinois Unemployment Compensation Act through mutual agreement of 
a tripartite board which has provided for equitable treatment of employees and 
employers and the general assembly is now in session considering further improve- 
ments in its unemployment compensation program ; and 

“Whereas the Illinois General Assembly recently enacted legislation to pay 
extended benefits independently of Federal action and without the use of Federal 
funds: Now, therefore, be it 

“Resolved by the Illinois State Senate, That it opposes Federal legislation which 
would compel the various States to provide minimum unemployment compensa- 
tion standards in conformity with Federal laws, thus depriving the Illinois 
General Assembly of its rightful authority and responsibility in such matters ; and 
be it further 

“Resolved, That a copy of this resolution be sent by the secretary of state to the 
President of the United States; Secretary of Labor of the United States; Senate 
minority leader, Everett McKinley Dirksen; Senator Paul H. Douglas, and all 
Members of the U.S. House of Representatives from Illinois.” 


EXPERIENCE RATING THREATENED 


With respect to the collection of unemployment compensation taxes, as you 
know, the Federal law passed in 1935 simply imposes on employers a Federal tax 
of 3 percent of taxable payroll. It provides that 90 percent of this tax, or 2.7 
percent, is credited to the States to pay benefits and the Federal Government re 
tains three-tenths of 1 percent to pay administrative costs. Further, it allows 
the States to reward employers, who maintain steady employment, with a tax 
saving through the experience rating systems the individual States have designed 
to fit their particular situations. 

In Illinois, employers now pay as little as one-fourth of 1 percent of their tax- 
able payrolls and as much as 3% percent. Employer groups have endorsed this 
year a proposal to increase fhe maximum employer tax to 4 percent. Later, I 
will mention how such agreements are reached through the Illinois legislative 
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process, a procedure that is threatened by Federal standards and one that has 
produced excellent results in our State. 

Under provisions of H.R. 3547, the States rights and ability to reduce tax rates 
would be restricted. The Federal Government would dictate the amount and 
duration of benefits, the increased costs of which would have to be met through 
higher and higher State taxation. This legislation would permit the States to 
make flat rate tax reductions, a departure from the variable rate reductions now 
required. This is, no doubt, a step toward elimination of experience rating and a 
threat to remove the incentive for employers to regularize their employment. 

The imposition of Federal benefit standards set up in this bill would neces- 
sarily call for further Federal standards on financing and other phases of the 
program. Solvency requirements would become a Federal problem and the 
Federal Government would feel obligated to insure the solvency of State funds. 


STATES HAVE NOT FAILED 


To us, it is clear that the States have more than lived up to their responsibili- 
ties with respect to unemployment compensation. You will, no doubt, receive 
much testimony to this effect. During the recent recession, the State unemploy- 
ment insurance programs were increasing the purchasing power of our economy 
at the rate of more than $ billion a year. While creeping inflation has sharply 
increased the cost of living since 1939, the average weekly benefit today will 
buy 40 percent more goods than it did in 1989. Under our State programs, 
coverage for unemployed individuals has been broadened steadily. Today, 
approximately 80 percent of all nonagricultural wage and salary workers have 
the protection of State unemployment compensation programs. The waiting 
time has been cut down steadily. Today, no State requires more than 1 week of 
waiting and many have no waiting period at all. Duration of benefits has been 
extended and the weekly benefit amounts have been increased steadily. At 
present nearly 90 percent of covered workers are in States having a weekly 
maximum of $30 or more, about half are in States with a weekly maximum of 
$35 or more, and 25 percent are in States with a maximum of $40 or more. 

I would like to point out briefly what has happened in the State of Illinois. 
At the beginning of the unemployment compensation program, the weekly bene- 
fit amount was $15, payable for 16 weeks. This amounted to total benefits of 
$240. At the present time, an individual with four or more children can re- 
ceive a weekly maximum of $45 for a regular period of 26 weeks. This amounts 
to $1,170. In addition, Illinois has accepted the responsibility of paying emer- 
gency benefits during periods of abnormal unemployment, so an individual is 
eligible to receive 50 percent more in benefits after he has exhausted his regular 
benefits. Thus, a person with four children can receive—under certain condi- 
tions—$1,755, as compared to the total benefits of $240 in 1939. For your in- 
formation, the amendment to the unemployment compensation law just enacted 
in Illinois provides that these emergency benefits will be paid to individuals 
exhausting their benefits when, during 2 consecutive calendar months, the ratio 
of insured unemployment to covered employment is 4.375 percent, or greater. 
We feel that Illinois has faced up to the responsibility of providing adequate 
benefits under its unemployment compensation program. The legislature is still 
in session and further consideration will be given to increasing benefits and 
improving other phases of this law. 


STATES BEST QUALIFIED TO DETERMINE BENEFIT ADEQUACY 


It is well recognized that the various States have wide differences in their 
economic conditions. Each State legislature certainly is more familiar with 
local conditions than Congress or any Federal agency. Twenty years ago, a 
determination of national policy was made under which responsibility for 
establishing and maintaining an unemployment compensation system was vested 
in various State governments. Decisions with respect to eligibility for benefits, 
the amount and duration of benefits have been left largely for determination 
by State legislative bodies. This was on the sound basis that conditions vary 
from State to State and that it would be unwise to establish a Federal program 
of uniform benefits throughout the Nation. 

In our estimation, any plan to establish Federal benefit and eligibility stand- 
ards beyond those already in the law would be a rebuke to members of the 
State legislatures, the Governors, and those administering our State employ- 
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ment security programs. Those advocating benefit standards are in effect 
condemning the individuals in all the States who are administering these 
programs. 

Again, I would like to point out the effective operation in Tlinois. Unem- 
ployment compensation legislation in our State is developed through what 
we have come to call an agreed bill process. We have created a nine-man Gover. 
nor’s advisory board to deal with unemployment compensation matters. This 
board is charged with the responsibility of insuring the solvency of the Illinois 
reserve fund. Thus, it concerns itself with all types of legislation affecting 
unemployment compensation. I would like to give you the makeup of this 
board. The chairman, a public member, is a professor of economics at the 
University of Illinois. There are two other public members—one a woman 
attorney from the city of Chicago, and the third, a Lutheran minister. There 
are three labor members on this board. One is the executive vice president 
of the Illinois State AFL-CIO; another is district president of United Mine 
Workers: and the third is the secretary-treasurer of Chicago joint board, 
Amalgamated Clothing Workers of America. The three employer representatives 
on this board consist of an attorney who is counsel for a large publie utility, 
the president of a small manufacturing company, and the social security tax 
manager of a large farm implement manufacturer. 

This board deliberates for days on the many issues confronting the State 
of Illinois with respect to unemployment compensation. After weeks of meeting, 
the members arrive at agreed legislation with respect to benefit amounts, dura- 
tion and eligibility, and the very important matter of taxes. Legislation is then 
written and given to the Governor and the Illinois General Assembly which, 
with few exceptions, enacts it. 

It is agreed in Illinois that this procedure during the past years has been very 
effective in promoting sound legislation and developing an effective unemploy- 
ment-compensation program, and we are firmly of the opinion that such procedure 
should be continued without Federal intervention. We do not believe that Con- 
gress, dealing with many thousands of bills each year on every conceivable sub- 
ject, is as well qualified to handle Illinois unemployment-compensation problems 
as is our Governor’s advisory board, our State legislature, and the Governor. 


STANDARDS WOULD MAKE ILLINOIS BENEFIT SYSTEM INOPERATIVE 
In 1955 Illinois adopted a new system of benefit payments which we proudly 


eall variable maximum benefits. At present, a single individual in Illinois can 
receive a top maximum benefit of $30. The weekly benefit amount is increased 
in accordance with an individual’s dependents, so that an individual with four 
or more children receives a top weekly benefit of $45. I would like to point out 
that individuals eligible for a benefit of $27 a week receive a benefit equal to 
two-thirds of their weekly wage and individuals with a $45 weekly benefit amount 
receive approximately 50 percent of their weekly wage. This is the result of a 
table of benefits set up in the Illinois law. If the standards set out in H.R. 3547 
were put into effect, this variable maximum principle would become inoperative 
in Illinois and all individuals would receive the same weekly maximum benefit 
amount. This would certainly be directly contrary to the desires of our State, 
which spent weeks of research and deliberation in arriving at this system. 
There certainly is general agreement that benefits should not be so high they 
will decrease or eliminate the incentive for an individual to work, and, in our 
estimation, there is a definite danger that the standards set up in this legislation 
would provide an incentive toward idleness. If the benefit standards with refer- 
ence to duration were put into effect in Illinois as they are outlined in H.R. 
3547, an individual, after earning $1,860, would be entitled to maximum benefits 
of $2,418. At the present time, in Illinois we believe we have a much fairer 
ratio in requiring earnings of $2,925 for a maximum benefit entitlement of $1,170. 


CONCLUSION 


We are confident that the House Ways and Means Committee is aware of the 
fact that for several years, many plans have been advanced by those who desire 
Federal control and even complete federalization of the State unemployment 
compensation programs. Representatives of the Illinois State Chamer of Com- 
merce have testified in the past in opposition to such plans and we are gratified 
that these efforts to federalize the program have been rejected by Congress. We 
sincerely hope that you will continue to reject proposals to take this vital State 
program away from State jurisdiction. 


i 
tl 
0. 
P 
th 
is 
1’ 
m 
ty 
to 
of 
m 
1S 
St 
ISs 
mi 
to 
sal 
sic 
th: 
in 
an 

} 
me) 
pay 
tha 
rec 
Th 


UNEMPLOYMENT COMPENSATION 147 


On behalf of the Illinois State Chamber of Commerce, I wish to express appre- 
ciation for the opportunity to appear before you and present our views on this 
important issue. We appreciate the fact that your responsibility to guide the 
thinking and decisions of Congress is great and we hope that the presentation 
of our views may be of some help to you in the discharge of your responsibility. 


Mr. Rees. But I would like to summarize a few of the points, if I 
may. 

Ay name is James W. Rees. I am assistant vice president of the 
Pure Oil Co., Chicago, Ill., and chairman of the social security com- 
mittee of the Illinois State Chamber of Commerce. 

My company is engaged in exploration, production, refining, and 
distribution of petroleum products. We employ 11,000 people and 
conduct company operations in 33 States. Thus we have a direct 
interest in unemployment compensation throughout the country. 

I have had a direct and personal interest in the problems of unem- 

loyment compensation for many years, having been a member of the 
State chamber social security committee since 1946 and chairman of 
that committee since October 11, 1957. 

The Illinois State Chamber for whom T am making this statement 
is a statewide civic association with a membership of approximately 
17,000 businessmen representing companies located in over 400 com- 
munities in Illinois, The membership comprises individuals in all 
types of business ranging from small retail and service organizations 
to the self-employed individual and to the largest corporations. 

The Illinois State Chamber’s social security committee, comprised 
of 89 members, representative of the chamber’s membership has given 
much study to one of the many problems with which your committee 
is now concerned. The matter of imposing Federal standards on 
State unemployment compensation programs concerns vital and basic 
issues which relates to Federal-State relations and the very funda- 
mentals of sound and effective unemployment compensation programs. 

At this time I would like to very briefly summarize our opposition 
to imposition of Federal standards on State unemployment compen- 
sation laws, particularly as provided in H.R. 3547, the major provi- 
sions of which we have summarized in our prepared statement. 

I would also like to emphasize certain conditions and situations 
that exist in Illinois which I hope will be of particular interest to you 
in your deliberations. 

In summarizing our statement, we feel that further unemployment 
compensation standards, particularly those relating to the amount 
and duration of benefits, are unnecessary and undesirable because— 

(1) The Federal law has already served its original purpose 
in that it was set up to persuade the States to enact unemploy- 
ment compensation laws and this has been accomplished. 

(2) The States have not failed in their obligation to improve 
the unemployment compensation program. Benefits and cover- 
age of workers have been steadily increased. As an example, I 
would like to point out briefly what has happened in Illinois. 

Mr. Bartley made brief reference to the beginning of the unemploy- 
ment compensation program whereby the weekly benefit was $15 
payable for 16 weeks cak anesaand to total benefits of $240. Also, 
that at the present time an individual with four or more children can 
receive a weekly maximum of $45 for a regular period of 26 weeks. 
This amounts to $1,170. 
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I wish to expand on this further. Illinois has accepted the re 
sponsibility of paying ged wt benefits during periods of abnormal 
unemployment. So an individual is eligible to receive 50 percent 
more in benefits after he has exhausted his regular benefits. Thus, 
a noe with four children can receive under certain conditions 
$1,755 as compared to the total benefits of $240 in 1939. 

For your information, the amendment to the unemployment com- 
pone ome law just enacted in Illinois provides that these emergency 

nefits will be paid to individuals exhausting their benefits when 
on two consecutive calendar months the ratio of insured unem- 
plore to covered employed is 1.375 percent or greater. We feel that 

Illinois has faced up to the responsibility of providing adequate 
benefits under its unemployment compensation program. 
_The legislature is still in session and further consideration will be 
given to increasing benefits and improving other phases of this law. 
(3) The States are best qualified to determine benefit adequacy. 
Again I would like to point out the effective operation in Illinois. 
Unemployment compensation legislation in our State is developed 
through what we have called an agreed bill process. We have 
created a nine-man Governor’s advisory board to deal with unem- 
ployment compensation matters. This board is charged with 
responsibility of insuring the solvency of the Illinois reserve 
funds. Thus it concerns itself with all types of legislation 
affecting unemployment 

I would like to give you the makeup of this board. The chairman, 
a public member, is a professor of economics at the University of 
Tilinois. There are two other public members, one a woman attorney 
from the city of Chicago, and the third a Lutheran minister. There 
are three labor members on this board. One is the executive vice 
president of the Illinois State AFL-CIO. Another is district presi- 
dent of United Mine Workers and the third is the secretary-treasurer 
of Chicago Joint Board, Amalgamated Clothing Workers of America. 
The three employer representatives on this board consist of an at- 
torney who is counsel for a large public utility, the president of a 
small manufacturing company, and a social security tax manager of 
a large farm implement manufacturer. 

This board deliberates for days on the many issues confronting the 
State of Illinois with respect to unemployment compensation and 
after weeks of meeting the members arrive at agreed legislation with 
respect to benefit amounts, duration and eligibility, and the very 
important matter of taxes. Legislation is then written and presented 
to the Governor and to the Illinois General Assembly which with few 
exceptions enacts it. 

It is agreed in Illinois that this procedure during the past years 
has been very effective in promoting sound legislation and developing 
an effective unemployment compensation program and we are firmly 
of the opinion that such procedures should | be continued without 
Federal intervention. 

We do not believe that Congress dealing with many thousands of 
bills each year on every conceivable subject is as well qualified to 
handle Illinois unemployment compensation as is our Governor's 
advisory board or State legislature and the Governor. 

Federal Compensation standards in H.R. 


3547 would make the [linois benefit system inoperative. In 1955 
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Illinois adopted a new system of benefit payments which we 
proudly call variable maximum benefits. At present a single 
individual in Illinois can receive a top maximum benefit of $30. 
The weekly benefit amount is increased in accordance with an 
individual’s dependents, so that an individual with four or more 
children receives the top weekly benefits of $45. 

I would like to point out that individuals eligible for a benefit of 
$27 a week receive a benefit equal to two-thirds of their weekly wage 
and individuals with a $45 weekly benefit amount receive approxi- 
mately 50 percent of their weekly wage. 

This is a result of a table of benefits set up in the Dlinois law. 

If the standards set out in H.R. 3547 were put into effect this 
variable maximum principle would become inoperative in Illinois 
and all individuals would receive the same weekly maximum benefit 
amount. 

This would certainly be directly contrary to the desires of our State 

which spent weeks of research and deliberation in arriving at this 
system. 
‘The Illinois State Senate has expressed opposition to Federal 
Unemployment Compensation standards by its resolution adopted 
March 25. Mr. Bartley has just covered this in detail so I will not 
repeat. However, I would like to reemphasize that this resolution 
expresses precisely what I have been attempting to say. In Illinois 
we wish to handle our own unemployment compensation program 
and feel we are capable of handling it without Federal coercion, 
intervention, or the imposition of Federal standards. 

Thank you for the privilege of appearing. 

The Cuatrman. Mr. Rees, we thank you, sir, for coming to the 
committee and giving us the benefit of the views of the Illinois State 
Chamber of Commerce. 

Are there any questions? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Rees, the thing that has brought this to a focus is 
the fact that the Federal Government is not getting enough money 
for administration purposes and keep the Reed fund built up. So, 
the Government, the administration is proposing that we do these 
things, extend the coverage and also change the base. If the States 
can take care of their own problems, sélve their own problems, and 
the Federal Government is needing some more money for administra- 
tive parma why can’t we change this three-tenths of 1 percent that 
the Federal Government is getting to four-tenths or five-tenths of 1 
percent, and that would be a very, very simple thing to do and it 
wouldn’t interfere with the States at all, would it? 

Mr. Rees. I agree completely. 

Mr. Mason. That is what I would do myself. 

Mr. Rees. Let the States determine their rate of tax to compensate 
for that, it would be 90 percent. 

Mr. Mason. They determine their own rates and let the Federal 
Government collect the four-tenths if it needs it, or five. 

Mr. Rees. That is right. 

Mr. Mason. May I ask you a personal question ? 

Mr. Rees. Certainly. 

Mr. Mason. Are you Welsh, by any means? 

Mr. Regs. I am, strictly. 


al 
rt 
8, 
1S 
l- 
n 
l- 
ut 
d 
h 
e 
n 
ly 
yf 
i- 
t- 
a 
yf 
1e 
d 
h 
w 
rs 
it 


150 UNEMPLOYMENT COMPENSATION 


Mr. Mason. I thought you must have been because Welsh was talk- 
ing to Welsh. 

r. Rees. Good. I might say that we from Illinois are proud of 
our representative, too, Mr. Mason. 

The Cuarrman. All of us are, Mr. Rees. 

Any further questions? 

Mr. Mason is always present in these hearings, as most other mem- 
bers, but he is one of the very faithful members and will sit here to 
6 o’clock, in fact, if you people have anything to say. 

We thank you, sir, for coming to the committee. 

Mr. Rees. Thank you. 

The CHarmrman. Our next witness is Mr. Rayburn Watkins, the 
executive vice president, Associated Industries of Kentucky. 

Mr. Watkins, we are pleased to have you with us today and you are 
recognized, sir. 


STATEMENT OF RAYBURN WATKINS, EXECUTIVE VICE PRESI- 
DENT, ASSOCIATED INDUSTRIES OF KENTUCKY 


Mr. Warxrns. Thank you, Mr. Mills. 

Gentlemen, it is a pleasure to be here. 

My name is Rayburn Watkins and I am executive vice president 
of Associated Industries of Kentucky. However, today I am appear- 
ing on behalf of not only Associated Industries but also a group of 40 
Kentucky business organizations. You have them listed on the 
printed testimony so I shall not burden you, either the time or your 


ears to hear them read off. 
The Cuarman. Mr. Watkins, without objection, your entire state- 
ment will appear in the record and you may pretend: as you desire. 
(The information follows :) 


STATEMENT BY RAYBURN WATKINS, EXECUTIVE VICE PRESIDENT, ASSOCIATED 
INDUSTRIES OF KENTUCKY 


My name is Rayburn Watkins and I am executive vice president of Associated 
Industries of Kentucky. I am appearing on behalf of Associated Industries and 
40 Kentucky business organizations. 


TWENTY-FOUR LOCAL CHAMBERS OF COMMERCE 


Ashland Board of Trade Logan County-Russellville Chamber of 
Bowling Green-Warren County Cham- Commerce 

ber of Commerce Louisville Chamber of Commerce 
Covington-Kenton County Chamber of Middlesboro Chamber of Commerce 

Commerce Murray Chamber of Commerce 
Cynthiana Chamber of Commerce Newport-Campbell County Chamber of 
Danville Chamber of Commerce Commerce 
Elizabethtown Chamber of Commerce Owensboro Chamber of Commerce 
Frankfort Chamber of Commerce Paducah Chamber of Commerce 
Franklin County Chamber of Com- Paris Chamber of Commerce 

merce Pike County Chamber of Commerce 
Glasgow Chamber of Commerce Richmond Board of Trade 
Henderson Chamber of Commerce Shelby County Chamber of Commerce 
Hopkinsville Chamber of Commerce Winchester Chamber of Commerce 
Lexington Chamber of Commerce 
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SIXTEEN OTHER BUSINESS ORGANIZATIONS 


Associated Industries of Kentucky Kentucky Retail Food Dealers Associa- 
Associated Home Builders of Louisville tion 
Employers Council of Kentucky Kentucky Retail Lumber Dealers Asso- 
Kentucky Automobile Dealers Associa- ciation 
tion Kentucky Real Estate Association 
Kentucky Home Owned Grocers Asso- Kentucky Wholesale Grocers Associa- 
ciation tion 
Kentucky Laundry and Cleaners Asso- Kentucky Wholesale Tobacco Distribu- 
ciation tors Association 
Kentucky Motor Transport Association Louisville Real Estate Board 
Kentucky Petroleum Council Louisville Chapter, Associated General 
Kentucky Petroleum Marketers Asso- Contractors 
ciation 


These organizations collectively represent the strongest united business front 
ever assembled on any issue. They strongly oppose the congressional passage 
of State laws on unemployment compensation under the guise of revised Federal 
standards and they are not going to be satisfied with a mere toning down of the 
ludicrous proposals before this committe. 

Once the floodgate is opened there will be no end to the demands made upon 
the Congress for more and more pay for work not performed. This should be 
evident by the mass march on Washington planned for this week purposely to 
coincide with these hearings. 

The groups I am representing today are united in their view that unemploy- 
ment compensation is properly a matter for each State to determine in accordance 
with its own needs and the ability of its employers to fill those needs. Most of 
the States, unlike Michigan and a few others, wish to exercise a degree of fiscal 
responsibility and avoid the road to bankruptcy. 

The Federal standards proposed by the administration, by the Karsten bill 
(I.R. 3547), and others would make this virtually impossible. 

The technical nature of unemployment compensation and the special prob- 
lems confronting Kentucky led to the creation of an advisory council on unem- 
ployment compensation, composed of an equal number of labor and manage- 
ment representatives, plus several technical staff people from the department 
of unemployment compensation. 

Certainly this group, with detailed knowledge about the Kentucky economy 
and its problems, are better equipped to write legislation in the field of unem- 
ployment compensation as it affects Kentucky than any committee of Congress. 

This is true because legislation can be tailored to Kenucky’s special situation. 
After many conferences and many weeks of hard work spread out over a period 
of 7 months, this advisory council was able to reach in 1958 an “agreed bill” 
that was passed through the Kentucky General Assembly without a single op- 
posing vote in either the house or the senate. 

While the present Kentucky legislation, nor any other on this highly contro- 
versial subject, is ever likely to satisfy management or labor completely—an 
“agreed bill” on a State level is bound to strike a more fair balance than an 
omnibus bill sent down from Washington. 

Gentlemen, why not let Kentucky and the other States continue to resolve 
their State problems in this manner on the State level without further burden- 
ing the Congress with controversial issues it is less able to handle? Several 
members of this Kentucky Advisory Council are here today, greatly concerned 
lest the many months of effort they have put into reaching agreement in Ken- 
tucky be nullified by action in Washington who could not possibly know about 
the many complex and often mitigating circumstances that must be handled 
if fairness is to be achieved for all concerned. 

No national legislation can give due consideration to the fact that Kentucky 
has a disproportionately high share of its labor force involved in casual, tem- 
porary, or intermittent work, many of whom are secondary, rather than primary 
wage earners. 

Standards of eligibility that might be entirely proper for other States would 
be ill advised and unwarranted in Kentucky—and disastrous in their effects. 
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Kentucky is one of those States that wants to preserve a sound unemployment 
compensation system, based on the insurance principle that the Federal act 
at least pretends to expound. This cannot be done without some consideration 
of cost. 

The Kentucky unemployment compensation trust fund operated in the red to 
the extent of some $20 million during 1958. Payments amounted to more than 
$46 million last year and $169 million during the last 5 years. With a trust. 
fund balance of $102 million at the end of the year it is obvious that Kentucky 
ean meet its needs under the present law for a while longer, but that any serious 
alteration of the benefit rates would place the fund in serious jeopardy, or even 
bankruptcy. 

To preserve the integrity of this fund the “agreed bill” of 1958 established a 
penalty rate of 4 percent of covered payrolls upon those firms whose employees 
consistently drain the fund. An escalator provision makes it possible for this 
to be increased to 4.2 percent upon further depletion of the fund. A higher 
schedule of rates went into effect January 1, 1959, for all covered employers 
regardless of their experience ratings. 

States that have failed to exercise some degree of restraint are now paying 
the price through bankrupt funds. If Kentucky is deprived of its right to main- 
tain a sound fund and pay benefits in accordance with its “agreed legislation” 
it may inherit bankruptcy through an act of Congress. This we want to avoid. 

A few moments ago I mentioned that fair standards for some States would 
not necessarily be sound for other States. This certainly would be true for 
Kentucky. 

On the surface the Kentucky law is about in line with the national averages 
with a $34 maximum weekly benefit, a 26-week maximum duration, and an 
average actual benefit payment of $25.88 for 1958. (The figure for January 
a was $27.33, partially reflecting the benefit increase included in the “agreed 

ill.”’) 

Yet despite this near-average law, the problem of seasonal, casual, temporary, 
and intermittent workers, combined with rather liberal eligibility provisions, 
has produced a situation wherein Kentucky’s cost per $100 of taxable payroll 
is the fourth highest in the Nation. 

This should illustrate clearly and positively why Kentucky employers insist 
that Federal standards are out of place, why blanket increases of benefits and 
duration would weigh far more heavily upon Kentucky employers than those 
in other States. This could not be avoided in Federal legislation without in 
turn being unfair to some other State. 

The suggested Federal standards based on benefits equaling two-thirds of 
the State’s average wage, up to 50 percent of an employee’s earnings, for 39 
weeks would wreck the Kentucky program completely. Although Kentucky is 
already a “high cost” State in relations to covered payrolls, this would more than 
double existing costs. 

The maximum benefit allowed under present law, $884 ($34 for 26 weeks) 
would soar to $1,989 ($51 for 39 weeks) on lower base earnings. 

Kentucky and the other States have been progressing steadily in providing 
better benefits—but this proposal is so far out of line that it hardly requires 
statistical analysis to demonstrate it. 

Kentucky has increased benefits six times since the inception of the unemploy- 
ment compensation program and four of these increases have occurred since 
1950. Benefits have been increased $6 a week since 1956. Duration has been 
extended five times. 

But have these increases really kept pace with the average weekly wage and 
the cost of living? The figures tell an interesting story : 

Maximum possible payment under the Kentucky Act in 1939 was $225 (or 
$15 a week for 15 weeks). 

By 1958 this had been increased to $884 (or $34 a week for 26 weeks). 

Thus, maximum benefits authorized under the law increased 3.9 times. 

Average weekly wages in Kentucky, as reported by the Bureau of Labor 
Statistics for 1939, were $21.29. 

By 1959 this had increased to $75.94. 

Thus, average weekly wages had gone up 3.56 times. 

The Consumer Price Index, as measured by the Bureau of Labor Statistics, in 
1939 stood at 59.4 (with the 1947-49 period equaling 100). 

By 1958 this had increased to 123.5. 

Thus, the Consumers Price Index had gone up 2.07 times. 


inter’ 
in the 

If 
it wil 
just 
unbel 


jit 
In | 
Act 
Ina 
proba 
deriv. 
Th 
Depa 
durat 
of $1: 
By 
incre 
benef 
Th 
Aw 
satiol 
the © 
Un 
princ 
of tir 
Ways 
yout 
An 
clare 
To 
tion 
It wo 
find 
becau 
In 
ment: 
emple 
Asi 
there 
eral 
Th 
ingto 
State 
the a 
the b 
empl 
be bu 
the 
prese 
will 
benef 
Cet 
in go 
not r 
M 
Nc 
state 
I; 
that 
com! 
testi 
com) 
Fi 
for 1 


UNEMPLOYMENT COMPENSATION 153 


In each instance, liberalization of the Kentucky Unemployment Compensation 
Act more than kept pace. 

Inasmuch as not all workers draw the maximum benefit stipulated, it is 
probably more realistic to use the average weekly benefit actually paid in 
deriving these comparisons. If this is done, the law appears even better. 

The average claim paid for total unemployment, according to the Kentucky 
Department of Economic Security, was $8.45 per week in 1939. With maximum 
duration of 15 weeks an average claim which ran the distance produced benefits 
of $126.75. 

By 1958 the average claim netted $25.88 a week. With maximum duration 
increased to 26 weeks, an average claim that ran the distance last year produced 
benefits of $672.88. 

Thus, benefits in practice were going up 5.3 times. 

Amid all this debating about Federal standards for unemployment compen- 
sation there is a tendency to overlook the only real solution to the problem— 
the creation of jobs, not more jobless pay. 

Unemployment insurance is intended to bear some semblance of the insurance 
principle. Its basic purpose is to provide benefits for relatively short periods 
of time—not to take care of prolonged periods of unemployment. The House 
Ways and Means Committee has always recognized this in the past. We urge 
you to adhere to this sound principle today. 

Any failure to do so, as an earlier Ways and Means Committee report de- 
clared, is to “confuse unemployment insurance with relief.” 

To impose Federal standards, either those recommended by the administra- 
tion or those provided for in H.R. 3547, will endanger all of the State funds. 
It would be poor consolidation, indeed, for people presently employed, who might 
find themselves unemployed in the future, to find their State fund bankrupt 
because Congress had forced unrealistically high payments to earlier recipients. 

In this respect, unrealistic extension of benefit duration and increased pay- 
ments would be unfair to the vast majority of employees as well as to the 
employers whom this testimony specifically represents. 

Aside from the technical considerations of unemployment compensation, itself, 
there is another basic point at stake—that of the growing tendency of the Fed- 
eral Government to be all things to all people. 

The steady erosion of State authority and the concentration of power in Wash- 
ington is a matter of grave concern to the people of the Nation. Certainly the 
States are aware of the problem of unemployment compensation. It has been on 
the agenda of every Kentucky General Assembly since the first law went into 
the books 24 years ago. Some change has been made in the law in most of the 
intervening 12 sessions. These changes have more than kept pace with increases 
in the Consumer Price Index and the average weekly wage of the State. 

If Congress wants to take this hot potato out of the State oven and handle 
it with its own bare hands, that is, of course, its prerogative. But more than 
just a few people will be burned in the process. Employers will be burned with 
unbelievably high costs. The public will be burned with further inflation as 
employers struggle to recover these costs with higher prices. The Congress will 
be burned with reactions from thousands of small employers in every State of 
the Nation—many marginal operators who have enough trouble meeting their 
present tax obligations and payrolls. And the vast majority of wage earners 
will ultimately be burned by bankruptcy of the trust funds from which their 
benefits are supposed to be paid. 

Certainly the House Ways and Means Committee should be able to determine, 
in good conscience, that unemployment compensation is an insurance program— 
not relief—and that it is one area that is best left to the States to handle. 


Mr. Warxrins. Thank you very much, sir. 

Now will I, gentlemen, burden you to hear me read this prepared 
statement? You have it before you. 

I shall refer to a few items that are documented in this statement 
that have not been referred to by other speakers and I would like to 
comment on three or four points raised by previous people who have 
testified or in questions that have been raised by members of the 
committee. 

First of all, Congressman Van Zandt made an impassioned plea 
for this committee to extend benefits both in duration and in dollar 
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amount because the State of Pennsylvania in certain sections had 10 
percent of its people as insured unemployed. This is not an un- 
usual situation for Kentucky, yet, gentlemen, I would like to point 
out to you that Kentucky has adjusted its rates and tailored its benefit 
program to fit what it was able to live with. So despite the fact that 
Kentucky has chronically been in that condition for many years we 
have a trust fund of $102 million. Even despite the fact, gentlemen, 
that our trust fund has been depleted by $156 million over the last 4 
or 5 years we can go on for another short period of time at least with- 
out becoming bankrupt as some of the States that paid less attention 
to fiscal responsibility than Kentucky has been able to do. We say 
if Kentucky can do it, Pennsylvania should be able to. Michigan 
should be able to. All of these other States should be able to, yet they 
haven’t. We say that Kentucky should not be penalized because of 
fiscal irresponsibility in other States. We are able to handle our own 
problem in Kentucky, let’s let Pennsylvania and Michigan do the 
same thing for themselves. 

I wish Congressman Van Zandt had remained present to hear those 
comments because what I told you is true. Kentucky’s rate of insured 
unemployed has been higher than Pennsylvania for many years. The 
gentlemen who are so eager to consult statistics, I urge them to look 
at their charts. 

Another point that I would like to make in connection with some- 
thing Congressman Van Zandt said is that when unemployment in- 
surance runs out people have no place to go except to public assistance. 
Gentlemen, it has always been my understanding that unemployment 
compensation was intended to cover short periods of unemployment 
and not to be a permanent relief program. If Congressman Van 
Zandt and the others who advocate Federal standards and payment 
of almost unlimited amounts of money for 39 weeks and ultimately 
52 perhaps, if they want a Federal dole, if they want a relief program, 
let them have the courage to say that they wish to emasculate unem- 
ployment compensattion as an insurance program and stand where 
they really stand for relief and for the dole. 

If there is no place to go except on the rolls of public assistance, cer- 
pry Oo thought that was what public assistance was set up for in the 

rst place. 

If Pennsylvania wants higher standards, let Pennsylvania pass its 
own higher standards and foot the bill for it rather than ask Kentucky 
to pick up their tab. . 

everal times people on this committee have said the States have 
not been as fast as they should have been in jumping to meet the Fed- 
eral standards. Gentlemen, I ask what Federal standards are you 
talking about? You are talking presumably about two or three. 
Either suggestion goes from the President of the United States, and 
as much as we love him he is not a dictator yet and we in Kentucky 
don’t have to adopt standards that he suggests. Nor do we have to 
adopt standards that Congressman Karsten suggests nor even those of 
Secretary Mitchell. So, gentlemen, the so-called Federal standards 
existing’ in the minds at least of these three gentlemen and perhaps 
others, they are not really Federal standards. They are trying to 
force us into something by forcing us to accept a premise we have not 
yet accepted and I don’t think shall. 
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In connection with raising the base we would much prefer the alter- 
nate suggestion that many people on this committee have inferred 
they support; that is, to raise either the tax rate or raise the portion 
of the existing tax that goes to the Federal Government. Or ride 
through a complete cycle so that the law would be tested on a long- 
term basis rather than to put the test at its lowest ebb. Also, we 
might try to cut out some fat along the way. 

No national legislation can solve the problem of all States. I have 
heard some of the people put on the griddle in cross-examination 
saying, “How can you say that a Federal standard related to a per- 
centage of State wage would be fair.” Gentlemen, I have the answer 
to that question; because in Kentucky an unrealistically high percent- 
age of the people have their jobs in temporary seasonal or intermittent 
type of jobs, much more so than in other States. 

Furthermore, the Kentucky law permits people who voluntarily 
quit their jobs without good cause to draw benefits. The Kentucky 
law permits people who are fired for misconduct to draw benefits. 
All of these things would be reflected to a much greater extent on 
Kentucky than they would in States that didn’t have these rather 
liberal eligibility provisions in their law. 

Kentucky, like many other States, has an advisory council made 
up of an equal number of representatives of labor and management. 
I would like to say that the labor representative in Mentiidiey who 
will appear later at these hearings was a member of that committee. 
And r hope that people will check into this statement that every 
member of that organization recommended to the Legislature of 
Kentucky last year, an agreed bill which was passed without a 
dissenting vote in either the Kentucky House or the Senate and it 
had written endorsement of my organization, the labor organizations 
and others. 

There was no quibbling about whether we were for the bill or 
against it. It was on the record all the way. 

Now I would like to say this: There were numerous things that 
we didn’t get in that bill that we wanted. I am sure the gentleman 
from labor will appear here and tell you there were many things 
that he didn’t get and he wanted. But, gentlemen, we can solve those 
questions in Kentucky and prefer to solve them rather than have you 
send down an edict to Kentucky that we have to live with that we 
might not want. 

I sort of resent the fact that if my opponents lose a battle in Ken- 
tucky because people on the scene there know it was a battle they 
should not have won, I resent them coming to Congress and asking 
them to force down our throats something they couldn’t sell on the 
local level. 

So, gentlemen, we say that the State of Kentucky is about average 
in its law, $34 a week, 26 weeks duration, on the surface that is pretty 
close to the average for most States. And the statisticians can con- 
sult their charts, they will find that to be factually true, too. But 
due to the mitigating circumstances I mentioned about Kentucky, 
high degree of temporary, intermittent season and casual employ- 
ment, the pe rates in Kentucky average a little bit better than 
2 percent. ey are up very near the top. Last year they were the 
fourth most expensive State Now I think they are a little bit lower 
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ar that. I haven’t seen a current chart brought up to last 
month. 

But Kentucky’s cost in relation to covered payrolls has historically 
been among the top four or five of the Nation for many years. De- 
spite that fact and despite a 10 percent unemployment ratio we pro- 
vided decent benefit in Kentucky for a decent duration and we do 
it without asking Pennslyvania or Michigan to pick up the tab for us. 

Gentlemen, that is our priniciple, that is our philosophy. Unem- 
ployment insurance if it is to be insurance, let it be insurance and 
stop trying to make relief out of it. 

hank you very much, gentlemen, for hearing our side of the 
story. 

The Cuatrman. Mr. Watkins, you have very ably presented your 
point of view to the committee and we thank you, sir, for bringi 
a point of view to the committee and that of the industries of 

entucky that you represent. : 

Are there any questions of Mr. Watkins? 

Gentlemen, Mr. Machrowicz will inquire of Mr. Watkins. 

Mr. Macurowicz. I gather from your statement that you are very 
much opposed to any imposing of standards by the Federal Govern- 
ment. 

How about the minimum wage? Are you opposed to that? 
es Mr. Warkrns. Is that a proper subject for this committee to 

1Sscuss ¢ 

Mr. Macurowicz. I think it is in view of your statement. 

Mr. Watkins. Yes,sir; I oppose that, too. 

Mr. Macnrowicz. Now, you feel the State of Kentucky has very 
well handled the situation and I am just wondering how you handled 


it. You have just gone through quite a recession there, have you 
not, ae are still in a recession ¢ 


Mr. Warxtns. Somewhat, yes. 

Mr. Macurowicz. There are quite a few unemployed there? 

Mr. Watkins. That is true. 

Mr. Macurowricz. You state also that you feel that some of these 
people who are seeking unemployment compensation should rather 
seek help from the welfare? 

Mr. Warns. I did not say that. 

Mr. Macurowicz. I understand that to be part of your statement. 

Mr. Warxins. No, sir. I said when unemployment compensation 
runs out the appropriate place for them to turn is to public assistance. 

Mr. Macurowicz. What is happening with the public welfare in 
aan Are the people getting it or not ? 

Mr. Warxrns. Yes; they are. 

Mr. Macurowrcz. I have here a letter from the director of public 
welfare at the city of Louisville, who apologizes for not being able 
to reply to the letter sooner and she says that “emergency situation 
here arising out of our having to drop about 850 relief cases because 
of lack of city revenue has prevented my answering your letter 
h fr If 

Apparently they are dropping them now from city welfare. 

Mr. Wir be, sir; private program’ has been reinsti- 


tuted and those people are being picked up by private agencies as 
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fast as they are being dropped from the public welfare. The Louis- 
ville Council of Churches is spearheading that. 

Mr. Macurowicz. It has turned to the Council of Churches. Do 
you suggest that is the proper way to handle it ? 

Mr. V ATKINS. I don’t mug est that is the proper way. I say that 
is the way it is being handled in Kentucky and the situation you 
brought up is being handled in Kentucky by Kentuckians, 

Mr. Macwrowicz. She states here further that the main reason for 
the general assistance applications in Louisville increasing the way 
they are is because of illness and unemployment. Illness was the 
major reason until 1957. Since that time unemployment applica- 
tions have been increased and exceeded illness. There was about $100 
million paid to unemployed workers of needy families or individuals 
by the department of economic security in the 1958 calendar year, an 
increase of $19.2 million over the year before. 

Is that about correct ? 


Mr. Warkiys. Would you repeat the figures, sir ? 


Mr. Macurowicz. The Statistical Journal of Economic Security of 


Kentucky states that nearly $100 million was paid to unemployed 
workers and needy families or individuals by the department of eco- 
nomie security during the 1958 calendar year, an increase over 1957 
of $19.2 million. 

Mr. Warxtns. I don’t challenge those figures. They are correct. 

Mr. Macnrowicz. Evidently the situation is quite serious there and 
in need of something. 

Mr. WATKINS. You asked if the situation was being taken care of 
and you have just read the testimony from Kentucky that demonstrates 
clearly that it is. 

Mr. Macirowicz. And also the people are being removed from the 
relief roll not because they are not entitled to relief because the money 
has run out. 

Mr. Warxrns. Are you talking about the relief? Do you want us 
to discuss relief or unemployment compensation? ~ 

Mr. Macurowicz. I thin < the relief question is brought in by you 
not by me. You suggested that when unemployment compensation 
~ on they should look to relief. And when relief runs out, then 
what 

Mr. Warxrns. In Louisville, which is the situation you mentioned, 
the Louisville Council of Churches is acting as coordinating agency 
for numerous private organizations that are handling the job. 

Mr. Macurowrcz. To what extent are they taking care of them, do. 
you know ? 

Mr. Warxrns. To what extent are they taking care of it? I don’t 
know of any needy families in Louisville that have not been taken care 
of that have demonstrated their need to that group. 

Mr. Macurowicz. At any rate that is your philosophy how this 

unemployment situation should be taken care of? 
_ Mr. Warkrns. My is unemployment insurance should be 
Insurance, or if you don’t intend to make it really an insurance pro- 
gram call it relief and then let’s quit all the questioning, let the 
Federal Government take it over. 

Mr. Macurowicz. That is all. 

Mr. Mason. Mr. Chairman? 
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The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Watkins, you say that the industries of Kentucky 

= paying up to 2 percent or more and are way near the top of the 
tates 

Mr. Warxrns. They are paying up to 4 percent, average is about a 
little in excess of 2 percent. 

Mr. Mason. Then do you think if other States would up their tax 
rates above the 2.7 percent that the Federal setup as Illinois has done, 
as Kentucky has done, as several other States have done, maybe Penn- 
sylvania and these other States that are in trouble might get out of 
trouble themselves? Is that your philosophy ? 

Mr. Watkins. That would be definitely a partial answer to it. 
Another answer would be to do a little better job of screening appli- 
cants for benefits rather than pay them to everybody who applies. 

Mr. Mason. Well, I think maybe some States could learn from 
Kentucky and Arkansas, perhaps, and Illinois, too. 

That is all, Mr. Chairman. 

The CuarrMan. Questions? Mr. Watts will inquire, Mr. Watkins. 

Let. me say for the record that we are indeed gratified that we have 
Mr. Watts as a new member of, figuratively speaking, at least, a new 
member of some few months on the Ways and Means Committee. 

Mr. Warkins. We are, too, delighted. 

The Cuarrman. We know you in Kentucky are. 

Mr. Warts. Mr. Chairman, as one Kentuckian to another I would 
like to welcome this group that appears before this committee and 
certainly Mr. Watkins has presented a very fine statement that clearly 
outlines the position of the organization that he represents. 

I might say that the Associated Industries is one of the finer or- 
ganizations of Kentucky and I have also read over the other list of 
people that he represents here today and it is about the heart of the 
industry of Kentucky that you are representing here on this occasion. 
Your statement is clear, concise, and I am too proud of the progress 
ever Paina in Kentucky have made in attempting to solve a difficult 
problem. 

As you have stated, nobody gets exactly what they want out of the 
Kentucky Legislature. I served in that august body once, and even 
though I was majority floor leader I didn’t get all I wanted out of it. 
Everything that comes out of it is pretty much of a compromise and 
T think we are way ahead of some States in that respect in this type 
of legislation. 

And I welcome you here. 

Mr. Warxrns. Thank you, sir. 

The CHarrman. Any further questions of Mr. Watkins? 

If not, Mr. Watkins, again we thank you, sir, for coming to the 
committee—— 

Mr. Warxtns. It has been a pleasure. 

The CuarrMan. And giving us the benefit of your views. 

(The following letter was received by the committee :) 

a KENTUCKY FARM BUREAU FEDERATION, 
Louisville, Ky., April 3, 1959. 
Congressman JoHun C. WATTS, 
Member, House Ways and Means Committee, 
Washington, D.C. 

DeaR CONGRESSMAN Watts: For the past several years we have enjoyed a very 

pleasant working relationship with many of the business and industry organi- 
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zations in Kentucky, such as chamber of commerce, Associated Industries of 
Kentucky, and similar organizations. We have attended conferences and work- 
shops with these groups in working for a better business and industrial climate 
and improving the economic conditions of our State in every way possible. 

We have read and are acquainted with the testimony prepared by the staff of 
the Associated Industries of Kentucky pertaining to H.R. 3547, the Unemploy- 
ment Compensation Act, and are in accord with this testimony. Your careful 
consideration of this matter will be greatly appreciated. 

Very truly yours, 
Joun W. Koon, Evecutive Secretary. 

The Cuatrrman, The next group will appear jointly: Mr. Hannah, 
Mr. Scrantarelli, and Mr. Bullard. 

Are you Mr. Hannah ? 
Mr. Hannan. Yes, sir. 

The CHatrman. Will you please identify yourself for the record 
and the other gentlemen who are at the witness table with you? 

Mr. Scranrarevur. Mr. Chairman, I am A. L. Scrantarelli, super- 
visor of contributions for the department. 

The Cuatrman. Let’s see. Are the three of you appearing to- 
gether ¢ 

Mr. Butxiarp. Lam Fred Bullard. Yes, sir, 

The Cuarrman. All right, Mr. Bullard. 

Mr. Butiarp. Representing the Kentucky Chamber of Commerce. 

The Cuatrman. All right. And, Mr. Hannah, will you identify 
yourself for the record, please, sir ? 

Mr. Hannan. I am O. B. Hannah, Mr. Chairman, and director of 
unemployment insurance for the State of Kentucky. 

The Cuatrrman. You are recognized, sir. 

Mr. Warts. Mr. Chairman. 

The CuHarrman. Mr. Watts. 

Mr. Warts. Before we start, may I be permitted to extend the same 
warm greetings to this group of Kentuckians? 

The Cuatrman. You are to make the statement, Mr. Bullard ? 

Mr. Butiarp. Sir? 

The Cuairman. You are to make the statement for the group? 

Mr. Butiarp. Mr. Hannah will make a statement, and I will also 
make a statement. 

The Cuatrman. All right, Mr. Hannah, you are recognized. 


STATEMENTS OF 0. B. HANNAH, DIRECTOR OF UNEMPLOYMENT 
INSURANCE, DEPARTMENT OF ECONOMIC SECURITY OF KEN- 
TUCKY, AND FRED B. BULLARD, OF THE KENTUCKY CHAMBER 
OF COMMERCE AND EXECUTIVE SECRETARY OF THE KENTUCKY 
COAL ASSOCIATION, ACCOMPANIED BY A. L. SCRANTARELLI, 
SUPERVISOR OF CONTRIBUTIONS, DEPARTMENT OF ECONOMIC 
SECURITY, KENTUCKY 


Mr. Hannan. Mr. Chairman and gentlemen of the committee, my 
name is O. B. Hannah, and I am director of the division of unem- 
ployment insurance, Department of Economic Security of the Com- 
monwealth of Kentucky. I am appearing before you as a representa- 
tive of Commissioner V. E. Barnes, whose department administers 
the employment security program in Kentucky. 

_ Since the ee of the employment security pro the admin- 
istrators in Kentucky have consistently opposed Federal legislation 
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dealing with benefit standards, and I am appearing before you today 
to do likewise. We believe that in the matter of unemployment insur- 
ance, because of the varying economic conditions from State to State, 
the amount and duration of benefits is a subject which should be left 
to the discretion of the individual State legislatures. It is our belief 
that the present Federal-State program has worked out very success- 
fully in the past and should be retained. The basic soundness of the 
present Federal-State program and the progress made under the 
various State laws, including substantial benefit improvements, we 
believe justifies the continuance of our present system. 

As you know, for many years there have been those who favor a 
complete uniform national system, even to the point of fixing all 
details of State laws. These advocates of federalization having failed 
in this objective, the States are now faced with the proposition of 
Federal benefit standards which would in effect leave no room for 
judgment or discretion insofar as the States are concerned. 

While Kentucky’s economy can no longer be classified as predomi- 
nantly agricultural, on the other hand we are still not as industrialized 
as some of the other States. Benefit standards which might aptly 
apply in a highly industrialized State could well defeat the cae 
insurance in Kentucky and other States similarly 
situated. 

Over the years our legislature has attempted to keep our unem- 
ployment insurance program in step with the times. Our maximum 
weekly benefit rate has been increased from an original $15 a week to 
a present $34 a week and our maximum duration from an original 15 
weeks to a present 26 weeks. In most cases, including the most recent 
amendments, the changes to our unemployment insurance law have 
been the result of agreed bills endorsed by representatives of both 
management and labor. As a result Kentucky’s trust fund is still 
sound in spite of the fact that over the last 5 years the rate of unem- 
ployment in our State has been nearly double the national average, 
whereas some State’s funds are now completely insolvent, and stand- 
ards such as proposed would only make them more so. 

As a result a our recent high rate of unemployment and the 


anne increase in benefit payments, our employers’ average 
u 


contribution rates are now, and have been for the last few years, 
considerably higher than the national average. Kentucky’s employ- 
ers have apparently been willing to assume this responsibility in 
view of our cane economic conditions, and we feel that they will 
continue to do so without complaint so long as they feel they have 
some incentive by way of tax reduction to look forward to in the 
future. In view of our experience in Kentucky, we who administer 
the pro believe that it has made sounder progress in the let 
and vill continue to do so in the future without any additional Fed- 
eral controls and we urge your rejection of any Federal benefit 
standards. 

I appreciate this opportunity of appearing before you and being 
permitted to express the views of the department and the adminis- 
trator of the employment security program in Kentucky. 

The Cuarrman. Mr. Bullard, you are recognized, sir. 

Mr. Butiarp. Mr. Chairman and members of the committee, my 
name is Fred B. Bullard, and I reside at Hazard, Ky. I appear be- 
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fore the committee in behalf of the Kentucky Chamber of Commerce 
and the Kentucky Coal Association. I am a director of the State 
chamber and a member of its business climate committee. I am 
executive secretary of the Kentucky Coal Association, and chairman 
of the Kentucky Unemployment Insurance State Advisory Council. 

The Kentucky Chamber of Commerce is composed of 3,000 members 
from practically every county of the State and represents a variety 
of business and professional men, retailers, wholesalers, distributo 
manufacturers, utilities, coal mining, distillers, and other segments o 
the Kentucky business community. At the present time, the organi- 
zation’s primary effort is to increase industrial payrolls in order that 
our State may progress economically. We feel that the basic answer 
to unemployment in Kentucky is the creation of new jobs resulting 
from the investment of private capital, rather than temporary as- 
sistance from the Federal Government. 

Furthermore, it is our contention that private capital will be in- 
vested in those areas in the United States where an atmosphere attrac- 
tive to doing business has been created. To assist in the creation of 
such an atmosphere in Kentucky is the purpose of our business climate 
committee. 

The Kentucky Coal Association embraces the coal-producing dis- 
tricts of eastern wer gone and its members account for a substantial 
majority of the coal produced in that area. The organization’s pri- 
— areas of activity are public relations and legislation. 

The Kentucky Unemployment Insurance State Advisory Council 
is appointed by the commisisoner of the department. of economic 


security as provided in section 341.170, Kentucky Revised Statutes, 
to— 


aid the commissioner in formulating policies and discussing problems related to 
the administration of this chapter and in assuring impartiality and freedom 
from political influence in the solution of such problems. 

Its members include employer and employee representatives, who 
serve without compensation. The council is assisted by department 
staff members also appointed by the commissioner. 

It is our belief that the nae: Mme conditions and standards for the 
administration of many Government-controlled programs, such as 
unemployment compensation, should be developed by State govern- 
ment in a manner consistent with the economic and other conditions 

uliar to that State. For this reason and others to be enumerated 
ater, the Kentucky Chamber of Commerce is strongly opposed to the 
adoption of Federal standards for the States to follow in administer- 
— unemployment compensation programs as proposed in H. R. 

In support of our position that such standards should be tailored to 
fit conditions within the State, I wish to review the experience of the 
Commonwealth of Kentucky in its attempt to develop an unemploy- 
ment compensation program in prac with the basic intent of such 
program in such manner as to be equitable to both business, which pa 
the bill and the unemployed individual, who is the recipient of the 
benefits. While no one will contend that we have reached a solution 
completely satisfactory to all parties concerned, we have in the past 


2 years made real progress, and we anticipate continued progress in 
the future. 
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Since its original passage, Kentucky’s unemployment compensation 
law has been subject to continual analysis by various groups repre- 
senting labor, management, and administrative personnel of the State 
government. During these years, the Kentucky General Assembly 
amended the law on numerous occasions, and many of these amend- 
ments were for the sole purpose of increasing weekly benefit pay- 
ments. 

Following its appointment on July 25, 1957, the State advisory 
council met on numerous occasions over a period of 7 months and, in 
January 1958, unanimously adopted a number of recommended 
amendment to the Kentucky unemployment compensation law which 
were presented to and passed by the 1958 Kentucky General Assembly. 
These amendments, which became effective early in 1958, contained a 
number of improvements to the law which were sought by members of 
the various groups represented on the council. 

At the request of the commissioner, the council has remained active 
primarily to analyze any problems, inequities or other issues which 
-might arise as a result of the amendments developed and recom- 
mended by the council, and to give continued study of further ways 
of improving the act. Apparently, the present act is providing an 
unemployment program in Kentucky which is adequate, for neither 
employer or employee representatives, nor the commissioner have 
ge a meeting of the council since the law was amended. 

he original intent of unemployment compensation was to provide 
some income to employees who were temporarily out of work through 
no fault of their own. It was never intended as a welfare program 
which would take care of unemployed workers through extended pe- 
riods of economic recesison or depression, whether on a regional or 
national level. I believe that the experience in the area from which 
I come provides a factual example of the point I am trying to make. 

The Congress of the United States has heard much about and has 
spent much time discussing plans which would provide a solution to 
the economic problems of several depressed areas in the Nation, par- 
ticularly eastern Kentucky. I have lived in the very heart of economi- 
cally depressed eastern Kentucky for 42 years and have first-hand 
knowledge of the conditions that exist there. Believe me, they are 
bad. Most of our problems were created between 1952 and 1954 when 
some 20 relatively large rail mines ceased operation because of prohib- 
itive operating costs. Hundreds of miners became unemployed and 
no one familiar with the situation would deny that the unemployment 
compensation they received was anything but helpful. 

The important consideration here, however, is that unemploy- 
ment compensation was not the answer to the problem. These mines 
are still closed and many of the miners remain unemployed. Even if 
unemployment compensation were paid on a continuing year-round 
basis, it would contribute nothing toward reopening the mines to pro- 
vide work for the unemployed. As I stated earlier, the answer to 
eastern Kentucky’s as well as all of Kentucky’s economic problems lies 
in the creation of new jobs, not in extended and enlarged unemploy- 
ment compensation programs, or from Government handouts of food, 
clothing, and monetary assistance. 

Even though there has been considerable industrial growth in the 
past few years, Kentucky is still basically an agricultural State. As 
in other agricultural areas, there is substantial seasonal employment. 
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In addition to agriculture, the whiskey distilling industry and others 
provide much seasonal employment. Please understand that these 
references are not intended to be critical of seasonal employment, but 
rather, to point up the fact that because of the large volume of sea- 
sonal jobs, Kentucky’s rate of insured unemployment is generally 


higher than the national rate and has been traditionally higher since 
1954. (See table I.) 


: TABLE I.—Rate of insured unemployment 

1 {Data supplied by Division of Unemployment Insurance, Kentucky Department of Economic Security] 

: Kentucky | U.S. rate Year Kentucky | U.S. rate 

4 rate rate 

20 22 4.6 3.0 

in 

er 

ve Much of the seasonal employment, which historically extends over 

periods of from 3 to 5 to 6 months, is performed by housewives and 

de others who have no legitimate attachment to the labor market. In 
rh fact, many are persons who do not seek or want year-round, steady 
employment. Should such seasonal workers be entitled to 
- ment compensation? The State advisory council did not think so. 
or Yet they would be entitled to 39 weeks of benefits under H.R. 3547. 
ch All States do not have the same economic characteristics and any given 
ke. set of standards which would provide an adequate unemployment 
ras compensation program in one State would not necessarily provide an 
to adequate unemployment compensation program in another State of 
ar- dissimilar economic character. 

ni- If passed into law, H.R. 3547 would literally reduce to naught the 

ind eflorts of the State Advisory Council to develop an unemployment 

are compensation program adequate to meet Kentucky’s needs and equi- 
table to all parties concerned. 


Briefly now, let me point out some of the reasons why the groups 
I represent feel that H.R. 3547 should not become law and thereby set 
unemployment compensation standards for all States. 


Tas_e II.—Average weekly wage in industries covered by Kentucky unemployment 
insurance law, 1939-58 


Average Average 

weekly wage weekly wage 
i 56. 21 

28. 61 | 1952__ 62. 13 

33. 05 | 1953 65. 93 

36. 63 | 1954 65. 92 

87. 24 | 1955 68. 57 

39. 62 | 1956 71. 34 

44. 62 | 1957 74.10 

48. 35 | 1958 775. 94 


1 Estimated. 
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no 

Using the 1958 average weekly wage, $75.94, from table I, the ia 
maximum weekly benefit under H.R. 3547 would be $51, which repre- 
sents a 50 percent increase over the present $34 rate in Kentucky. The sac 
maximum duration of benefits would be increased from a variable 15 to ™ 
26 weeks, determined by the period of attachment to the labor force, 
to a uniform 39 weeks. Obviously, the effect of these two changes 
alone would increase benefit payments by more than 50 percent. 

Let us examine Kentucky’s experience since the beginning of the un- 
employment compensation program and compute the eilect of the 
standards provided in H.R. 3547 : < 
‘Trust fund receipts and interest earned (Jan. 1, 1936, to Dec. 31, qui 

Benefits paid (Jan. 1, 1939, to Dec. 31, 1958) 276, 500, 000 ean 

Trust fund balance, Dec. 31, 1958 

A simple mathematical computation makes it clear that even a 38- eee 

— increase in benefit payments would have wiped out the fund Week’ 

y the end of 1958. An increase of more than 50 percent would have Dedu: 
depleted it much earlier. Obviously, the only way of preventing such i 
an untenable situation would be through increased contribution rates | 
and they are already high enough in Kentucky. 

H.R. 3547 contends, among other things, that the unemployment 
compensation systems in the several States are failing to carry out J (|). 
their purposes and objectives, and the benefit payments are inadequate. en 
Let us examine Kentucky’s record to determine whether or not the — 
unemployment compensation program has kept pace with other eco- a) 
nomic factors since 1939 : the } 

the r 
emp] 
8547, 
avers 
Average weekly wage of covered workers--------------- : $75.94 $54. 65 257 furtl 
weekiy - 8.45 27.24 18.79 son 
bene! 

Compared to a cost-of-living increase of 108 percent, it appears that aif 
benefits have more than kept pace with the cost of living, and that rr 
1958 benefits have a far greater purchasing power than 1939 benefits. J, - 

The provisions of H.R. 3547 with respect to maximum entitlement Ppe 
and the wages required therefor point up certain potential fiscal situa- dn Ms 
tions which are difficult, if not impossible, to defend on the basis of aed 
sound economic practice, as shown by the following: endi 

— HR. 
Kentucky Under H.R. 
law 3547 hi 
Amount Percent Th P 
Maximum entitlement..-.-.----.-.---.-------- $384 $1, 989 +$1, 105 +125.0 to say 
Wages required for maximum entitlement__-__- 2, 650 1, 755 —895 —33.8 Mr. 
—— § for th 

Two conclusions are clear: First under the proposed standards an § |; The 

unemployed worker could receive a 125-percent increase in benefit the 


payments even if his wages decreased 33.8 percent; and, second, only 
88 cents in earnings would be required for $1 in benefits. There are 
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no economic justifications for such a condition. Kentucky’s present 
law requires $3 in wages for $1 in benefits. 

We believe H.R. 3547 would discourage rather than encourage 
employment stabilization by both employer and employee because, as 
we interpret the bill— 


‘0 (1) Kentucky’s merit rating plan would not continue to func- 

tion; and 

es (2) Increased benefits over a longer duration, coupled with the 
elimination of disqualification measures, regardless of the reason 

a for the unemployment, would further decrease the unemployed 

he worker’s incentive to seek gainful employment. 

Suppose, for example a worker averaging $102 per week voluntarily 
ie quits his job without good cause. His situation would look like this: 
00 
— While Under Ken- | Under H.R. 
100 employed tucky law 3547 
38- 
ie Deductions: 
out 1 Based on maximum entitlement. 
ate. ?lexemption. Each additional exemption would decrease this amount by approximately $2.50. 
the + Estimated cost of transportation, lunches, work clothes, union dues, etc. 
oad Obviously, there would be less incentive to seek employment under 

the proposed standards than under Kentucky’s present law because of 
— § the relatively small difference between the net spendable income while 
employed and the unemployment compensation benefits under H.R. 
— § 3547. If the only available work paid less than his previous $102 
cent average, the incentive to return to gainful employment would be still 
—~ § further diminished. In the spring and summer, for example, a per- 
 § son could actually be better off financially to draw $51 in weekly 
__— § benefits and at the same time tend a vegetable garden than he would 
that be if employed full time. And he would still have plenty of time for 
ree fishing, hunting, or other recreation. 
the In conclusion, may I express appreciation for the opportunity to 
efits appear before you. I hope the views expressed here will be helpful 
ment # in your consideration of this matter and that you will reach the con- 
ripe clusion that unemployment compensation programs can be best oper- 
1S O° J] ated on standards developed by the several States in keeping with 
conditions peculiar to their individual economies, and, for that reason 
—— § H.R. 3547 or any other bill which would replace State standards with 
Federal standards should not be reported favorably by this committee. 
<r Thank you very much. 
Mr. Scrantarelli, was there anything you desired 
sa, 
+ Mn ScranTaretut. No, sir. Mr. Hannah prepared the statement 
_— §j for the department. Thank pou sir. ; 
as _The Cuarrman. We thank you gentlemen for bringing to us the 
nef Views of the department of unemployment insurance and also the 


Kentucky Chamber of Commerce. 
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Using the 1958 average weekly wage, $75.94, from table II, the 
maximum weekly benefit under H.R. 3547 would be $51, which a 
sents a 50 percent increase over the present $34 rate in Kentucky. The 
maximum duration of benefits would be increased from a variable 15 to 
26 weeks, determined by the period of attachment to the labor force, 
to a uniform 39 weeks. Obviously, the effect of these two changes 
alone would increase benefit payments by more than 50 percent. 

Let us examine Kentucky’s experience since the beginning of the un- 
employment compensation program and compute the effect of the 
standards provided in H.R. 3547 : 

‘Trust fund receipts and interest earned (Jan. 1, 1936, to Dec. 31, 

1958) — $380, 400, 000 

Benefits paid (Jan. 1, 1939, to Dec. 31, 1958) 276, 500, 000 


Trust fund balance, Dec. 31, 1958 103, 900, 000 


A simple mathematical computation makes it clear that even a 38- 

reent increase in benefit payments would have wiped out the fund 

y the end of 1958. An increase of more than 50 percent would have 

depleted it much earlier. Obviously, the only way of preventing such 

an untenable situation would be through increased contribution rates 
and they are already high enough in Kentucky. 

H.R. 3547 contends, among other things, that the unemployment 
compensation systems in the several States are failing to carry out 
their purposes and objectives, and the benefit payments are inadequate. 
Let us examine Kentucky’s record to determine whether or not the 
unemployment compensation program has kept pace with other eco- 
nomic factors since 1939: 


Increase 


Amount 


Average weekly wage of covered workers $21 


. 29 $75. 94 $54. 65 
Average weekly benefit - 8.45 24 


27. 18.79 


Compared to a cost-of-living increase of 108 percent, it appears that 
benefits have more than kept pace with the cost of living, and that 
1958 benefits have a far greater purchasing power than 1939 benefits. 

The provisions of H.R. 3547 with respect to maximum entitlement 
and the wages required therefor point up certain potential fiscal situa- 
tions which are difficult, if not impossible, to defend on the basis of 
sound economic practice, as shown by the following: 


Under Change 
Kentucky | Under H.R. 
law 3547 


Amount Percent 


Maximum entitlement $884 $1, 989 +$1, 105 +125.0 
Wages required for maximum entitlement 2, 650 1,755 —895 —33.8 


Two conclusions are clear: First under the proposed standards an 
unemployed worker could receive a 125-percent increase in benefit 
payments even if his wages decreased 33.8 percent; and, second, only 
88 cents in earnings would be required for $1 in benefits. There are 
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no economic justifications for such a condition. Kentucky’s present 
law uires $3 in wages for $1 in benefits. 


6 We believe H.R. 3547 would discourage rather than encourage 

si employment stabilization by both employer and employee because, as 

6 we interpret the bill— 

a3 (1) Kentucky’s merit rating plan would not continue to func- 

tion; and 

” (2) Increased benefits over a longer duration, coupled with the 
elimination of disqualification measures, regardless of the reason 

. for the unemployment, would further decrease the unemployed 

16 worker’s incentive to seek gainful employment. 

Suppose, for example a worker averaging $102 per week voluntarily 
es quits his job without good cause. His situation would look like this: 
00 
— While Under Ken- | Under H.R. 
00 employed | tucky law 3547 
8- 

ut ! Based on maximum entitlement. 
te. ?1exemption. Each additionai exemption would decrease this amount by approximately $2.50. 

h e + Estimated cost of transportation, lunches, work clothes, union dues, etc. 
adi Obviously, there would be less incentive to seek employment under 
the proposed standards than under Kentucky’s present law because of 
— the relatively small difference between the net spendable income while 
employed and the unemployment compensation benefits under H.R. 
—T 3547. If the only available work paid less than his previous $102 
at average, the incentive to return to gainful employment would be still 
Pe further diminished. In the spring and summer, for example, a per- 
Es son could actually be better off financially to draw $51 in weekly 
— § benefits and at the same time tend a vegetable garden than he would 
hat be if employed full time. And he would still have plenty of time for 
hat fishing, hunting, or other recreation. 
ste In conclusion, may I express appreciation for the opportunity to 
4 appear before you. I hope the views expressed here ill be helpful 
1 in your consideration of this matter and that you will reach the con- 
pe clusion that unemployment compensation programs can be best oper- 
es ated on standards developed by the several States in keeping with 
conditions peculiar to their individual economies, and, for that reason 
— § H.R. 3547 or any other bill which would replace State standards with 
Federal standards should not be reported favorably by this committee. 
—— Thank you very much. 
as The ee Mr. Scrantarelli, was there anything you desired 
§ tosa 
138 Mr. Scrantareuut. No, sir. Mr. Hannah prepared the statement 
—— } forthedepartment. Thank you, sir. 
va The CuHarrman. We thank you gentlemen for bringing to us the 
‘efit views of the department of unemployment insurance and also the 


Kentucky Chamber of Commerce. 
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We appreciate very much the statements that you have made. 

Are there any questions? 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I want just simply to make this statement, Mr, Bal- 
lard, that the facts and the figures that you have used and the reason- 
ing that you placed in that statement is so convincing that I do not 
see how any member of this committee could go contrary to that 
philsosophy. 

Mr. Batiarp. Thank you. I hope that is shared. 

The Cuatrman. Any further statements or questions of the wit- 
nesses? If not, gentlemen, again we thank you for bringing your 
positions to the committee. 

Mr. Hannan. Thank you. 

The CuatrmMan. Without objection the committee wil] adjourn un- 
til 10 a.m. tomorrow. 

(The following letter was received by the committee :) 


STATE OF ARKANSAS, 
Howse oF REPRESENTATIVES, 
Little Rock, April 25, 1959. 
D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: I appreciate the opportunity to submit a brief statement 
of my views with respect to proposals now being studied by your committee 
which would impose certain “Federal minimum standards” on the States, in re- 
gard to unemployment compensation matters which heretofore have been left 
entirely to the discretion of the States. 

The temptation is to devote considerable attention to demonstrating how and 
why the particular standards now under consideration are either unwise or un- 
workable. However, I shall confine my statements to a review of principles, 
which are far more basic and significant than the immediate questions now 
presented. 

On April 1, 1958, I had the honor of appearing before your committee at a time 
when public hearings were being held on what later became known as TUC. 
The present proposals are the natural and inevitable outgrowth of Federal 
intervention to extend benefit durations beyond the periods provided by State 
laws. It illustrates the maxim that there is no such thing as satisfying those 
who seek further centralization of Federal control and power; it is never enough 
to give in to what is asked today ; there must be a tomorrow. 

It appears that the U.S. Congress has swung to a 180° reverse course. In 1935, 
the Senate committee which reported out the original legislation establishing the 
Federal-State unemployment insurance system was concerned about the possi- 
bility that the States might convert an insurance program into a relief program. 
Certain checkreins were provided to forestall such a tendency. In effect, the 
1935 Congress told the States, “You can go this far, but no farther.” Now, we 
have about reached the point where Congress is going to tell the States, “You 
must go at least this far, and we don’t care how much farther.” 

The fact that this type of legislation is even getting consideration amounts 
to an a priori assumption that the States are fumbling, bumbling, or are other- 
wise inept and irresponsible in administering their unemployment compensation 
programs. With all respect to the U.S. Congress and to this distinguished 
committee, it is nothing less than patronizing when the Federal Government 
presumes to instruct the States as to their duties and responsibilities in a field 
where the States have all the know-how. 

It is extremely misleading and can lead to the ruination of the programs in 
certain States or regions, to talk and think in terms of comparative dollar 
amounts and weeks of duration, in gaging the “adequacy” of a given State’s 
benefit liberality. These considerations involve a delicate balancing of needs 
versus ability to pay. The prime advantage, and strength, of the present Fed- 
eral-State system is that the States are wisely left free to experiment and adapt 
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their statutes to their own distinctive economic and industrial needs. This is as 
it should be. 

The State of Arkansas furnishes a prime example. Although our benefit 
maximums have generally been 47th or 48th, the benefit-cost rate has been the 
22d highest in the Nation during the period 1948-56. The imposition of any 
“minimum Federal standards” would ignore and override the unique and local 
conditions which States are better able to cope with. 

As a member of a State legislature which devotes a considerable portion of its 
60-day biennial sessions to considering amendments to the Arkansas Employ- 
ment Security Act, I have had the opportunity of participating in the many 
different aspects of the legislative process as far as this particular subject is 
concerned. I have a close knowledge, and wholesome respect for, the wisdom 
and judgment of State legislators, who are perhaps a little closer to their people 
in some respects than their counterparts in Washington. For this reason, I 
believe it very important that Congress refuse to adopt any sort of standards 
which would deprive the States, in any measure, of the discretion which is very 
properly theirs. 

To illustrate: In the 1957 session of the Arkansas General Assembly, a bill 
was introduced to set up a cash sick and disability benefit program. It was a 
well-drafted bill; it was copied verbatim from a statute in another State. One 
of its more interesting features was that it provided coverage for commercial 
salmon fishermen. It happens that commercial salmon fishing is not one of the 
major industries in Arkansas; but, nevertheless, all Arkansas salmon fishermen 
would have been protected by the proposed law. 

The principle is the same when Federal standards are proposed. Why should 
the special needs and experience of highly localized areas such as Detroit, or 
New England, be used as a pretext for saddling the rest of the country with 
unrealistic and impractical “standards”? This is a complex and far-reaching 
issue, and it would be a major mistake if Congress were to intrude itself in an 
area where the States are better able to act. 

Respectfully, 


GAYLE WINpsoR, Jr. 


(Whereupon, at 4:38 p.m, on April 7, 1959, the committee recessed 
until 10 a.m, on April 8, 1959.) 
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WEDNESDAY, APRIL 8, 1959 


House or REPRESENTATIVES, 
oN Ways anp Means, 
Washington, D.C. 
The committee met at 10 a.m., pursuant to — in hearing 
room, Committee on Ways and Means, New House Office Building, 
Hon. Wilbur D. Mills (chairman) presiding. 
The Cuatrman. The committee will please be in order. 
Our first witness this morning is the mayor of the city of Philadel- 
phia, the Honorable Richardson Dilworth. 
Mr. Mayor, we are indeed pleased to have you before the committee 
thismorning. You are recognized, sir. 


STATEMENT OF HON. RICHARDSON DILWORTH, MAYOR OF 
PHILADELPHIA, PA. 


Mr. Du.worrn. Thank you, Mr. Mills. I have a prepared state- 
ment which we have filed with the clerk, which I understand can be 
made a part of the record, so if I may I will just speak from the state- 
ment and very 

The Cuatrman. That is entirely satisfactory. Without objection 
your statement will be made a part of the record. 

Mr. Diuworrn. Thank you, sir. 

This bill is of particular importance I think to the large cities and 
in our own city, if I may just state the situation there, we now have 
about 21,000 workers who have exhausted their unemployment benefits 
and in February of this year we had 86,000 on our relief rolls compared 
to 65,000 18 months ago. We had as of February, the last accurate 
figures that we have, about 100,000 unemployed in the city, which 
comes to almost 11 percent of our employables. 

There have, of course, been several factors in that—the loss of textile 
mills, of the hosiery mills, and also the fact that while we have for- 
_ tunately in one sense no very large single industry, most of our indus- 
try does manufacture and fabricate durable goods, which are the goods 
that were the hardest hit in the recession, and of course we are quite 
a large rail center, which also hit us quite hard, but at the present time 
with 11 percent of our employables out of work it does create quite a 
serious situation. 

In that regard I think from our study it does indicate that economists 
today are pomcaty. agreed that unemployment compensation is one 
of the really helpful building stabilizers which can assist in reversing 


the cycle of recession. 
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This has been recognized in the Rockefeller report and the Presi- 
dent’s Council of Economic Advisers who declared that the most 
useful step we can take in the near future is to liberalize our unemploy- 
ment insurance system. As we see it the real need for this minimum 
standards bill is the fact that when you have States like Pennsyl- 
vania, New York, and Michigan with liberal minimum standards 
which can be extremely helpful in fighting any recession. Yet we are 
faced with the fact that many, many of the States don’t have that 
kind of a thing, so that in effect it is self-defeating. 

In other words, the fact that some of the big industrial States do 
have liberal provisions is a real help in fighting this situation, but 
there is the fact that a very good snide of the States don’t have such 
provisions, and then also we are faced by the fact that you can’t do 
anything about exhorting the other States to come along because many 
of the States use it as a weapon for bringing in industry. 

They say, “If you come into our State we have very low unemploy- 
ment insurance provisions and you pay very little payroll percentage 
in our State as compared to Pennsylvania, New York and Michigan.” 

Therefore, we feel it is good to have minimum standards in this just 
as in the social security program and in your old age pensions. All 
the States have exactly the same provisions, are compelled to under 
the Federal law, and it seems to me you have the same thing here and 
that in any great program of this kind the Federal Government has to 
lay down minimum standards that have to be observed, and that un- 
less they do legislate this kind does become self-defeating. That is 
why we feel it is so essential to have this. The seven specific recom- 
mendations that we are supporting I think are familiar to all of you 
gentlemen. 

I know it has been said that one of the objections to this is that some 
of the States do have a considerably lower standard of wages than 
others, but I think the bill makes up for that by saying that, first, it 
shan’t be less than 50 percent of the weekly wage, but at the same 
time the minimum shall not exceed two-thirds of the States average 
weekly wage. 

We also think it is important to have the potential duration 39 
weeks and that a man who has had 20 weeks of employment should be 
eligible and that benefits should not be denied or reduced because of 
concurrent payments from various supplemental unemployment bene- 
fit plans that may have been arrived at between industry and the 
unions which they negotiate. 

We also think it should be extended to employers of one or more in- 
dividuals except for domestic, agriculture, and casual workers; and 
finally that the States should have the option of providing uniform 
rate reductions to employers as well as individual experience rated 
reductions. 

We think that in many of the States the experience rate of reduc- 
tions has been used really to set up almost capricious systems and that 
the incentive of permitting uniform rate reductions would improve 
considerably the efficiency in the operation of the plan. Finally, we 
do believe that reinsurance grants should be available to those States 
who are in financial difficulty because of the persistent high rates of 
employment. I think fundamentally our position, and I have spoken 
to the mayors of the other four cities of over a million population, is 
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that we do believe that if this is to be really effective, this minimum 
has to be established for all of the States or in effect it really becomes 
almost self-defeating and the whole standard will be ceypes down 


or industry. 


very rapidly due to the competition between the States 
(The statement is as follows :) 


STATEMENT OF Mayor RICHARDSON DILWORTH, OF PHILADELPHIA, ON STANDARDI- 
ZATION OF UNEMPLOYMENT COMPENSATION BENEFIT 


I am greatly honored to be invited by your committee to submit my views con- 
cerning H.R. 6039, which will provide for employment stabilization and security 
against unemployment by establishing uniform minimum standards with respect 
to weekly unemployment compensation benefits and the period of time for which 
such benefits will be payable. 

I am particularly pleased to note that this legislation has been introduced by 
my esteemed friend from Pennsylvania, Congressman Dent, who in the past 
aided Philadelphia greatly as minority leader of the Pennsylvania State Senate. 

It might at first glance seem strange to have the mayor of one of our major 
metropolitan cities testifying concerning a matter which is of primary concern 
to the Federal Government and the several States. It is because Philadelphia is 
the core of a metropolitan area which extends across city and county boundaries, 
and, into four States, that we see clearly the necessity of standard minimum re 
quirements for unemployment compensation if we are to maintain the economic 
health of the great metropolitan centers of our Nation. 

In Philadelphia at the present time we have approximately 21,000 workers 
who have exhausted their unemployment benefits. In February of this year we 
had 86,000 on our relief rolls, compared to 65,000 18 months ago. Although 
we are constantly told that our national economy has recovered from the 
past recession, Philadelphia in February had approximately 100,000 unemployed 
in our city, or 11 percent of our labor market. 

The economy of Philadelphia cannot be considered healthy as long as such a 
large proportion of our labor force remains idle. In fact our city government 
itself is one of the major victims of this unfortunate situation. Because of 
the large pool of unemployed we must provide many additional services while at 
the same time we suffer heavy losses in tax revenues in both business and per- 
sonal income taxes. 

I would like to emphasize that the conditions which create this unemploy- 
ment in Philadelphia are national in character and require steps at the na- 
tional level to correct them. Later, I want to point out the steps we are taking 
at the local level to eliminate these conditions; but, even here our efforts are 
being thwarted by the failure of the Federal Government to establish minimum 
standards of unemployment compensation. 

Philadelphia has a diversified industrial economy. We are fortunate that we 
do not have to rely on a single or several major industries. On the other hand 
we are affected immediately by any setbacks which occur nationally in major 
industries such as steel, automobiles, railroads and mining. When carloadings 
are off because of national conditions over which we have no control, the Pennsyl- 
vania and Reading Railroads feel the effects immediately, and Philadelphia 
suffers. When the automobile industry slows down we feel the effects immedi- 
ately at such plants as Budd Manufacturing. When steel drops below capacity 
our metal fabricating and machine tool industries feel the tremors immediately. 
The chain reaction then sets in, and our service and consumer goods industries 
feel the next blow. 

I don’t think there is any economist in America today who does not recognize 
that unemployment compensation is one of the major built-in stabilizers which 
reverses the cycle of recession. This has been recognized by the President’s 
Council of Economic Advisers who declared that “the most useful step we can 
take in the near future is to liberalize our unemployment insurance system.” 

Because Philadelphia is the innocent victim of national forces which sweep 
the tide of recession into our area we are greatly concerned that the economic 
stabilizers which reverse the tides of recession be strengthened. If liberal unem- 
ployment compensation systems in such States as Pennsylvania, New York, and 
Michigan are a major factor in putting us back on the road to prosperity, and 
if the conditions which bring on recession are national in character, then the 
economie stabilizers should be strengthened everywhere in the Nation, and if they 
are, every section of the Nation will benefit. 


172 UNEMPLOYMENT COMPENSATION 


It is foolish to think we can exhort the various States to improve their unem- 
ployment compensation systems as long as the Federal Government does not 
establish minimum standards which protect all of the States. 

All of us know that every State and every city in the Nation is engaged in a 
desperate struggle to attract new industry to its area. In order to do so they 
must remain competitive with other States and cities. As long as this is so, 
no individual State dares improve its standards much further without opening 
itself up to the threat of further raiding of its industries by States which have 
inadequate, and therefore inexpensive to the employer, systems of unemployment 
compensation. 

The inequity of the presently unfair competitive conditions fostered by our 
Social Security Act is one of the major reasons for standardizing our Unemploy- 
ment Compensation System. The Federal Government initiated our present 
system which leaves to the States the power to set standards. The States have 
in all too many instances failed to set up adequate programs. The Federal Govy- 
ernment now has a clear responsibility to rectify this situation. 

In many ways the present system can be compared to killing the goose that 
lays the golden eggs. The relatively liberal standards of unemployment compen- 
sation in some of our northern States (although none of them is presently 
adequate) serve as the major stabilizer to restore recovery not only in our north- 
ern States but throughout the Nation. At the same time, because we are main- 
taining higher standards, our industries are being lured away by States which 
pay less. In the process we lose the stabilizers which buttress recovery, not only 
for ourselves, but for the very States which are breaking down the system. 

Single States or cities are powerless to correct this situation. For our own 
salvation, and in the national interest, we must call on Congress to set up a 
system of minimum standards which will provide that— 

(1) Each individual’s primary benefit shall be not less than 50 percent 
of his weekly wage. . No individual’s weekly benefit, however, should exceed 
two-thirds of the State’s average weekly wage. 

(2) There shall be a potential duration of 39 weeks of benefits for those 
unable to find a suitable job in that time. 

(3) Wage qualifying requirements in a State law can be no more re- 
strictive than base year earnings of 30 times the benefit amount, or 1% 
times the high quarter wages, or 20 weeks’ employment. 

(4) Benefits cannot be denied or reduced because of concurrent payments 
from a supplemental unemployment benefit plan. 

(5) Coverage shall be extended by including in the system employers of 
‘one or more individuals except for domestic, agricultural, and casual work- 
ers exempted under State law. 

(6) States shall have the option of providing uniform rate reductions to 
all employers as well as individual experience-rated reductions. 

(7) Reinsurance grants shall be available to those States who are in 
financial difficulty because of persistent high rates of unemployment. 

The city of Philadelphia is straining all of its resources to solve the problem 
of unemployment in our city. We have set up a nonprofit industrial development 
eorporation together with our chamber of commerce and we are developing 
surplus city lands to attract industry to our city and to allow our present indus- 
tries to stay in our city and expand. 

The Commonwealth of Pennsylvania has developed an industrial development 
program which for the first time gets to the heart of many of the problems of 
persistent unemployment in our State. 

But the efforts of our city and of our State will be nullified if the Federal 
Government fails to strike at the basic problems which cause unemployment 
to persist throughout the Nation; or, if it continues to nullify our efforts by 
permitting the continuation of inequitable competitive conditions which thwart 
our efforts to help ourselves. 


The Cuareman. Mr. Mayor, we thank you, sir, for your very fine 
statement. "We appreciate your taking time from your many duties 
in the city of Philadelphia to come to the committee this morning. 
Let me inquire, if I may, into the situation that exists in your city 
just a little bit if you will permit me. 

You have a burden there that is straining your resources, I presume, 
in providing public assistance or relief for people who are in need 
because of unemployment ? 
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Mr. Ditwortu. That is right, sir. 

The Cuarmman. You point out that you have some 86,000 people 
who are unemployed, and presumably many of them are receiving 
some type of public assistance within your city ? 

Mr. | spoke That is right, sir. ; 

The CHarrman. Does the city of Philadelphia provide this public 
assistance without any help from the State of Pennsylvania? 

Mr. Dirtworru. No, sir. All public assistance is provided by the 
State, but we get a heavy fallout, or however you want to describe it, 
in this sense. We administer, for example, the distribution of the free 
Federal food. We have about 100,000 people that get that. That 
costs us about $200,000 a year and would cost us a great deal more if 
we hadn’t gotten such splendid cooperation from the food chains, 
which have been very helpful. 

We also feel it very heavily in health and in welfare, the great 
added burden to our health services and our welfare services, and we 
also feel it very heavily, of course, in crime. 

The Cuarrman. In other words, the indirect effects of unemploy- 
ment, though you do not have to pay the burden of public assistance 
from city funds, are such that you find that your resources are con- 
siderably strained in the process of taking care of these indirect costs? 

Mr. Tacmenet, Yes, and, of course, it hits our revenue not only 
from business taxes, but one of our main taxes in Philadelphia is what 
is known as the wage tax. The State does not permit us to tax un- 
earned income, but we can tax income on flat basis. It is just a flat 
114 percent tax on all earned income, and, of course, we have been 
suffering quite badly in that. | 

We anticipated, for example, in this year collecting about $75 
million from that so-called wage tax. It now looks as though it will 
be about $70 million, which, of course, makes quite an affect. on us, 
Our total budget is about $250 million. 

The Cuarrman. You recognize, I am sure, that the enactment of the 
legislation referred to in your statement would not resolve the prob- 
lem that exists in the city of Philadelphia at the moment? 

Mr. Ditwortu. That is right. 

The Cuatrman. With respect to unemployment. What you are 
appearing before the committee in behalf of, presumably, is some 
action that will in the future tend to reduce the problems that you 
have as the mayor of the city of Philadelphia in dealing with unem- 
situations? 

r. Di.wortn. That is right. 

The Cuarrman. Are there any further questions? 

Mr. Mason will inquire. 

Mr. Mason. You state, Mr. Mayor, that Philadelphia is suffering 
unemployment partly because of the loss of textile mills that used to 
operate in Philadelphia. Could you tell us why Philadelphia Jost 


these textile mills? 


Mr. Ditworrn. Well, of course low wages, with no unions in many 
of the Southern States. 


Mr. Mason. You mean these haye gone elsewhere where the taxes 


were lower and wages were lower. 
States, shall we say ? 
Mr. Dirwortn. Yes, sir; hosiery and textile mills both. 
39678—59——13 
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Mr. Mason. What about the low cost textiles that have been com- 
wen from Japan? Hasn’t that had its effect ¢ 

r. Dirwortu. To us it is the South. 

Mr. Mason. All right. 

Mr. Ditworru. Japan hasn’t been a drop in the bucket. 

The Cuarrman. Are there any further questions? Mr. Alger. 

Mr. Areer. Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire. 

Mr. Areer. Mr. Mayor, I see throughout your statement that you 
keep speaking of the raiding, on page 3: 

The threat of further raiding of its industries by States which have inadequate, 


and therefore inexpensive to the employer, systems of unemployment compensa- 
tion— 


and on the top of page 4— 


At the same time, because we are maintaining higher standards, our industries 
are being lured away by States which pay less. 

Are you telling us that your industries are being lured away solely, 
or to any degree, by the fact that other States have lower unemploy- 
ment compensation payments and that is the reason for industries 
being taken from your area ? 

Mr. Dirworru. It is certainly one factor, Mr. Alger. 

Mr. Atcer. Would you say it is even a major factor ? 

Mr. Dinworrn. Our State department of commerce tells me that 
one of the first arguments they bump into an awful lot in going around 
trying to get some of the big industries like Du Pont, General Motors, 
Chrysler, and industries of that kind to come not into the State is: 
“Your unemployment compensation rates are too high.” 

Mr. Axucer. This is amazing. I can’t quite believe that, although 
I am not contesting the fact at this time. I am trying to find out. 1 
still don’t grasp this.’ Why can’t Pennsylvania work this out within 
the State? y can’t Philadelphia work it out in the State? Ken- 
tucky came in here yesterday with a higher rate of unemployment 
than Pennsylvania and said, “We can solve this thing and are solving 
it at the State level.” 

Mr. Ditwortu. I think it is undesirable to drop the rates; that 
is, as far as the argument of big corporations that they don’t like to 
come into States that have high unemployment compensation rates, 
there would be no way of solving it at the State level except by drop- 
ping the rates and cutting down on the benefits. 

r. Acer. Do you realize that some of the States that are the 
most successful, like Illinois, which has an experience rating now, 
have employers trying to get this low rate of taxation based on their 
state of employment ? 

Their rates are much lower than those States who have a higher 
rate imposed on them that don’t have the experience rating. 

Mr. Ditworrn. I wouldn’t know the technical end of the Illinois 
situation, but we have had meetings with our own chamber of com- 
merce, with the State department of commerce, the State chamber 
of commerce,.and we have had meetings with the Allegheny County 

oup, and, as you know, out there in Pittsburgh you have the big 

ellon industries and United States Steel, and they all are very 
firmly of the belief that one of the real difficulties that we find in 
getting big new industry into the State is the unemployment compen- 
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sation rates and with the amount of unemployment we have, you see, 
we do have certain built-in situations like what has happened to the 
anthracite industry and what has happened to the soft coal industry ; 
we are in areal jam. 

Mr. Auger. Would you say in your opinion Philadelphia or Penn- 
sylvania is like what we heard with regard to Arkansas by the gentle- 
man who testified, saying that at least half of the people unemployed 
were not principal breadwinners today. ‘They were single or house- 
wives, many of them in seasonal employment even by choice. Does 
that strike you as the Pennsylvania case in your unemployed 
situation ¢ 

Mr. Ditwortn. No; very definitely not. 

Mr. Acer. Would you be interested though in seeing the break- 
down of those in Pennsylvania as to what percentage are family 
breadwinners 

Mr. Dizworru. I don’t think there is much doubt that as far as our 
Philadelphia unemployment goes it is really bona fide unemployment. 
It isn’t just housewives who want extra pin money or anything. 

Mr. Aucer. I would be very interested in such a breakdown if you 
could provide it. 

Mr. Ditworrn. I am afraid those are State records you are re- 
ferring to, and we would not have them in Philadelphia. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. I want to congratulate you, Mayor Dilworth, on 
your very fine statement. I am in sympathy with you because coming 
from Detroit I know exactly what you are faced with and what prob- 
lems you have. First of all with respect to this question about 
breadwinners, don’t you consider one working in employment a bread- 
winner? I don’t quite F as the significance of the questions raised 
by the gentleman from Texas as to whether or not a single man is a 
breadwinner. 

- I think anyone who works does so because he wishes to earn bread. 

Mr. Ditwortu. I gathered that Mr. Alger had in mind sort of casual 
people who maybe went out ot work to get more money toward buying 
a car, a home, or something, but we believe in our own city that these 
are real hardship cases, the great majority of our unemployed. 

In other words, if they are out of work, they don’t eat. 

Mr. Macurowicz. As you know, the President has for man pea 
been urging the States to do on a State level what we in this bill are 
trying to do on a Federal level. Can you give us any explanation why 
you think the States have not done this to a great extent? 

Mr. Di.wortn. If I could take one moment I could very definitely. 
When we had the only other Democratic administration that we have 
had in this century in our State from 1935 to 1938 we put in many 
social laws and we have largely under the good New Deal philosophy 
then taxed the big corporations. I think it was sound fundamentally, 
but we are still suffering from it very severely because the corporations 
simply say to us, “If you want fine sociological programs and big 
road programs that is fine with us, but we will go to a State where we 


don’t have to pay that kind of a bill,” and the result is we have had 
to come around to what so many of the States have, to a sales tax, 
reduction in corporation taxes, and that because we are a great indus- 
trial State, or starve to determine and we have exactly the same situ- 
ation here. 
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As I say, I was at a meeting where representatives of United States 
Steel and of the various Mellon industries were present, and the cham- 
bers of commerce, and one of the items that they raised very definitely 
as to their difficulty in persuading big companies to come into our 
State was this unemployment compensation. 

Mr. Macnrowicz. In other words, this desire of the individual 
States to compete with each other by maintaining a low unemploy- 
= _ rate is what causes this difficulty that we are encountering 

ay 

Mr. Ditworrtsn. It is certainly one of the important factors. 

Mr. Macnrowicz. Do you consider that a healthy sign ¢ 

Mr. Ditwortnu. No, I think you have to have minimum standards. 
If the Federal Government is going to put out money for health they 
insist there be certain minimum standards and if they are putting it 
out for education they insist on certain minimum standards. I think 
it is exactly the same thing and if we don’t have minimum standards 
it is self-defeating. 

Mr. Macurowicz. I might mention that yesterday I tried to find 
out from the Under Secretary of Labor how many States have actu- 
ally come up to the standards set by the President and after much 
hemming and hawing I found that he mentioned one State only and 
that is New Hampshire, but after closer scrutiny he withdrew that 
statement, so as of this date not 1 State of the 50 have come up to the 
standards that have been set by the President. 

Mr. Dirwortn. I think that will definitely be so. I think even in 
States where your State administration, for ae, on things like 
housing, and redevelopment, and so forth, even where they strongly 
believe in it, they would today be very heistant to get into such pro- 
grams if the Federal Government dropped in because it would just 
mean that States that didn’t would lower industry rates and you would 
be right back where you are. 

I think to preserve the whole State system is healthy and the Fed- 
eral Government is going to have to impose minimum standards in all 
of those States or the situation is going to get increasingly serious with 
ner — big industrial States, and they are the ones that pay the 

ig tax bill. 

r. Macurowrcz. Do you think we would have in this country the 
socia] security system we have if the Federal Government hadn’t given 
the initiative for it? 

Mr. Dr.worrn. No, sir; we wouldn’t and I think the experience has 
been that way all along. During the depression I think in nearly all 
States, and I know in our own State, your relief was taken care of by 
the counties and it really was a mess. 

Mr. Macurowicz. The same is true about minimum wages? 

Mr. Dirwortu. Yes. It is now greatly improved because the State 
takes care of it so you don’t have the competition between counties. 

Mr. Macnrowrcz. That is all. 

Mr. Arerr. Mr. Chairman, since I was mentioned by my colleague, 
and so the witness does not misunderstand me in speaking rapidly 
about the unemployed, I am factually interested in what is the con- 
stituency of the unemployed. I am not heartless for the single man. 
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I am thinking though, as we have thought in this committee and as 
was said yesterday, mainly about dependents, about children and 
others of the families looking to the breadwinner. I was told yester- 
day by Mr. Cantrell who testified, and I don’t know the authenticit 
of his statement and I only submit it to you and my colleagues to think 
about, that of the constituency of the unemployed now at least half of 
the unemployed are not married people and are not the family bread- 
winner, not to minimize that oni individual. 

I would like to know what the constituency of the unemployed is, 

articularly since we are now being marched on by the unemployed. 
Who are these unemployed and how many people are they providin 
incomes for, and are we subsidizing in effect, for example, two bread- 
winners in the family, the wife as well as the husband who works. 

It is not as serious as if the only breadwinner in the family is out 
of work. That was the reason I brought the question up. 

Mr. Dirworru. I will look and see if we can break it down into sta- 
tistics, but the reason that I am quite convinced that when we say 
unemployed we mean that these people don’t eat or clothe themselves 
or they don’t have shelter is that we are feeding 100,000 people a 
month from the free Federal goods, and we have very rigid stand- 
ards with regard to those people and very careful screening, and that 
is just about the amount of our unemployed population, so that at 
least in our city I think the people who are unemployed either have 
Hs be given relief or they don’t either eat or clothe or shelter them- 
selves. 

Mr. Aucer. I share your concern. I simply feel if we are talking 
about unemployed here in this committee we ought to know who the 


unemployed are as to the percentage breakdown. 
Thank you. 
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(The following information was received by the committee :) 


“The kind of breakdown of unemployment requested by Congressman Alger 
does not exist either for Philadelphia or Pennsylvania, nor for that matter, 
for the United States as a whole on a statistically verifiable basis. I think, 
however, that the figures mentioned in the fourth paragraph of my statement 
to the committee come about as close to answering the question as is possible; 
namely, that about as large a number of workers (21,000) in Philadelphia have 
exhausted their unemployment benefits as the number of persons added to the 
relief rolls in the last 18 months. 

“I would like to say that the case of housewives in seasonal employment, and 
other unemployed who do not need to work at all, to which Congressman Alger 
referred, are different problems from the ones we are dealing with today. These 
people form part of the core of minimum unemployment, along with those who 
can be considered unemployables, which always exists everywhere in the country, 
in good times and bad ones. Today, however, we are dealing with the recession 
and its aftermath and the only figures that can tell us anything significant 
about that are those showing the increase in unemployment due to the recession, 

“In asking who the recession has hit primarily, we find in the figures of the 
U.S. Bureau of the Census a clear indication that it has primarily hit heads of 
families. Among those who are not heads of families there are also many whose 
earnings would be needed to bring the family income to a subsistence level. 

“If one desires to look closer at this last category, one finds that 15 percent 
of the increase in unemployed between March 1957 and March 1958 was in the 
category of married women. In fact, the category of married women was the 
only sector of the labor force which increased over this period, while the rest 
of the labor force decreased: this means that those workers who didn’t need 
to work to provide bread for themselves or their families were not any more 
counted as unemployed when the going got rough, as they were not actively seek- 
ing employment—but more, rather than less married women had tod earn a liveli- 
hood for their families. It is even more conclusive in this respect to note that 
in 1958 the labor force included 31 percent of those wives whose husbands still 
had their jobs, while that figure increased to 40 percent in the case of wives 
whose husbands were out of work. 

“These statistics indicate in figures what I myself have been able to observe 
clearly in Philadelphia, and what I am told by those city officials who deal in 
one way or another with those citizens of Philadelphia who are unemployed. 

_ For the Commonwealth of Pennsylvania the same observation holds. Secretary 
William L. Batt, of the Department of Labor and Industry, whose department 
includes the bureau of employment security, states unequivocally from his own 
knowledge of the confidential figures made available to him, that long ago those 
unemployed who worked without urgent financial need have been weeded out; 
that is, they have given up looking for a job and therefore have ceased to be 
in the labor force. Those now on the unemployment list show the increasing 
strains of real hardship as the unemployment situation lasts longer and as the 
improving economic situation does not seem to reduce by very much the number 
of those without a job. Today, he says, the number of those out of work who 
do not feel an increasingly heavy financial strain is infinitisimal. 

“T hope that this information answers the questions posed during the hearings.” 
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Mr. Foranp (presiding). I think probably to clarify the situation, 
instead of referring to the breadwinner, refer to the head of the 
family. I think that is what the gentleman had in mind. 

Mr. Auger. Yes, sir. 

Mr. Foranp. Are there any further questions? 

We thank you for your testimony. The next witness on our calen- 
dar is the Honorable Robert W. Anthony, mayor of Altoona. The 
Chair understands that the gentleman from Pennsylvania, Mr. Van 
Zandt, is here to introduce the mayor. 


STATEMENT OF REPRESENTATIVE JAMES E. VAN ZANDT OF 
PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman, I aupresats the privilege of intro- 
ducing the mayor of my hometown of Altoona, Pa. 

He is a prominent member of the legal profession in Altoona, a 
member of the Pennsylvania State Bar Association, and a very able 
and distinguished American. It is a pleasure to introduce the Hon- 
orable Robert Anthony, mayor of the city of Altoona, Pa. 

Mr. Foranp. Thank you, Mr. Van Zandt, and we welcome you be- 
fore the committee, Mr. Mayor. Do you have a prepared statement ? 


| 
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STATEMENT OF HON. ROBERT W. ANTHONY, MAYOR OF 
ALTOONA, PA. 


Mr. Anruony. I have a prepared statement and I would appreciate 
very much its introduction into the record. 

Mr. Foranp. The entire statement will appear in the record. You 
may go along without interruption. 

Mr. Anruony. Mr. Chairman and the members of the House Ways 
and Means Committee, I would just like to thank my good Congress- 
man from Altoona. We try to work together up there even though we 
have different political faiths, and I have gotten inestimable help 
from our Congressman for the city of Altoona. 

He is aware of the situation as I am as mayor of the city, and I 
want to express my appreciation for the introduction that Congress- 
man Van Zandt has given this morning. 

I want to thank the committee for the opportunity to come here 
and to discuss with you the unemployment situation in my area and 
the necessity for this bill that is before the committee now. I feel 
qualified in some respect to speak on this subject because it plays, and 
has played over recent years, such a large part in the economy of A|- 
toona and has affected so many of its residents. 

I would like to digress a little bit and point out to Congressman 
Alger the makeup of our unemployed. e are a small community, 
70,000, and we know each other pretty well. Our situation is this: 
The railroads have declined in our economic life with the competition 
of other forms of transportation that has resulted. 

Altoona has the largest railroad shops in the world, repair shops 
of the Pennsylvania Railroad, and it was a one-industry town. At 
its peak in 1951, between 14,000 and 15,000 persons were employed 
by the Pennsylvania Railroad. As of today there are only 6,400 em- 
ree in the shops. That will probably level off at a figure that 

r. Van Zandt gave me this morning, at 7,000 permanent natural 
employment, so there is a loss there of about 7,000 highly skilled 
workers. 

These are the breadwinners of the family. These are men with 5, 
10, 15, 20, and 30 years’ experience whose jobs have been abolished 
and are seeking ways and methods of doing something else, even after 
of experience. 

e people of our area have not sat back and drawn unemployment 
compensation. They have gone to other places. But they have their 
roots in our area and they come back, and they want to come back 
and they like to be where their home is; and we have not sat back 
in going out and getting industry. We are proud of the fact that 
we have tried to lift ourselves up by our bootstraps. We have a very 
active industrial development organization that has gone out and 
sought new industries to replace the jobless that we have had. 

Now, with that unemployment situation that has resulted by the de- 
cline in the.economy of the railroad, we have obtained in the last 14 or 
15 years 11 new industries in the city, small of course, but they have 
taken up the slack to a great extent in this unemployment situation 
that is chronic in our area, and I think there are between four and five 
thousand employed in these new industries that we have gone out and 
tried to get. : 
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We are not sitting back dependent upon Federal help and State 
help. We have tried and are trying and working toward that end, 
ond Mr. Van Zandt has been a great help in working along with us in 
that respect. I just wanted to point out to Mr. Alger that these are 
the breadwinners. I can speak out on that because they come in to me 
as mayor looking for jobs, and, as I say, men of 5, 10, 15 and 20 
years’ ne iy we come in begging for city Jobs or something like that. 

They have searched everywhere and it is not the casual workers 
or the wives that have gone out in our area. I don’t have a break- 
down on that situation, but in our particular area we have that chronic 
unemployment situation that does exist. During the year of 1958, in 
our area over 20,000 persons applied for unemployment compensa- 
tion. 

Of these 1,988 persons drew all of 30 weeks of unemployment 
compensation to which they were entitled under the Pennsylvania 
= and 626 persons went on to draw an additional 15 weeks of 

nefits under the Federal temporary program. 

This would certainly serve to indicate that even though Pennsyl- 
vania has one of the most liberal duration allowances under a State 
unemployment compensation program, it was still not adequate for al- 
most one-third of the persons who drew their maximum allowances. 
Had such a program been instituted earlier in the recession period, 
undoubtedly this number would have been much larger. 

The 1959 experience shows that for the first 3 months of this year, 
534 persons have exhausted 30 weeks of State entitlement and 402 
an additional 15 weeks under the Federal program. There is little 
doubt from the above figures that need for long-term unemployment 
benefits will continue to exist in areas such as Altoona when the main 


industry is te eRe or shuts down. Certainly the 1,000 persons who 


have drawn benefits under the Federal program in our area would 
welcome permanent improvement in our State program, looking 
toward providing unemployment benefits as long as they are needed. 

Equally important, I am sure, is the gratitude of the merchants of 
Altoona for the half-million dollars pumped into circulation in our 
area through the Federal unemployment compensation program. 
This has been a real factor in maintaining not only the dignity and 
well-being of our unemployed, but in many cases the financial back- 
bone of our trade and Service industries. 

Without such financial assistance, mariy of our stores and service 
establishments would undoubtedly have had to discontinue business, 
thus adding to the area’s woes. 

We in Altoona strongly support the provisions of H.R. 3547, looking 
toward benefit amounts Pat gf one-half our weekly wage immedi- 
ately, and eventually rising to two-thirds. It does not seem fair for 
the i to provide that if a man makes $48 per week he may draw one- 
half his weekly wage, or a benefit of $24; but a man making $80 a week 
cannot be treated on an equal basis, but is stopped by an artificial 
dollar ceiling which in Pennsylvania is set at $35. 

We believe that all loss of income should be replaced on the same 
proportionate basis. This, I understand, the proposed bill will do for 
at least the great majority of claimants. 

We do not feel it is the American way to write provisions into our 
laws which discriminate in favor or against any particular industry 
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whether its wage scale is high or low. We believe they should all be 
treated equally under the law. 

The reinsurance grants provided in the “eames bill would permit 
the lightening of the financial burden of Pennsylvania employers in 
contributing to our unemployment compensation system. 

We strongly support such measures for we feel the traditionally high 
unemployment in Pennsylvania generally, and in Altoona particularly, 
is not due solely and entirely to actions within the control of either the 
State or its localities. This problem doesn’t result in a loss of industry 
to other areas of our country. It is a result of lack of goods in trans- 
portation in Altoona particularly. It is a result of our coal mines 
reeset down because of residual oil coming into the country or some- 
thing else. 

e have a little peculiar problem in that situation in the anthracite 
industry and the bituminous coal industry. 

Altoona is located right on the fringe and Mr. Van Zandt’s district 
includes not only the bituminous coal industry, but the Altoona too. 
We are right within 10 miles of the bituminous producing area, so we 
suffer from that too. The prompt and vigorous action taken by 
Congress in parsing the Federal unemployment compensation pro- 
gram certainly indicates to us in Altoona that the Congress is not 
only aware but anxious to help to strengthen our unemployment sys- 
tem, not only in Pennsylvania, but throughout the Nation. The re- 
sponsiveness on the part of our Federal representatives is indeed most 
heartening. 

We hope we shall have to make only minimum use of unemploy- 
ment compensation benefits in the years to come, but it is cattsiialy 
comforting to know that if and when we need such support, our un- 


employment benefit system will be able and available to do the job 

for which it was created. We believe the proposed bill, H.R. 3547, 

will materially strengthen and improve this vital program. 
(The statement is as follows :) 


STATEMENT OF Mayor RosBert W. ANTHONY, OF ALTOONA, PA., ON FEDERAL STAND- 
ARDS FOR UNEMPLOYMENT COMPENSATION 


May I take this opportunity to thank you for the privilege of appearing before 
your committee to testify on H.R. 3547 in support of Federal standards for 
unemployment compensation and companion bills dealing with improvements in 
our unemployment compensation systems. 

I feel qualified in some respect to speak on this subject because it plays, and 
has played over recent years, such a large part in the economy of Altoona, and 
has affected so many of that city’s residents. As mayor of the city of Altoona, 
I can assure you that without unemployment compensation payments provided 
under both the State and Federal programs, the plight of Altoona’s citizens and 
its economy as a whole would be sad indeed. Even though we are, we hope, 
slowly, emerging from the recent recession, this program will continue to play 
a vital role in our area’s economic well-being over the months to come. 

Altoona is, and has been for some time, primarily a one-industry town, de- 
pendent in large part for its prosperity upon the repair shops of the Pennsy]- 
vania Railroad. With the decline in railroading, our area has been very 
seriously affected. For example, our peak employment in these shops in 1951 
was slightly over 14,000 workers; in January 1959, employment had dropped to 
5,300, a loss of almost 9,000 jobs. 

During 1958, State unemployment benefits, amounting to $3,675,000 were paid 
to workers in the Altoona area, and this was supplemented by $493,000 in pay- 
ments under the Federal temporary unemployment compensation program. Even 
though our unemployment totals are dropping somewhat, unemployment in the 
Altoona area now comprises 13 percent of the available labor force, more than 
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double the 6-percent criteria established nationally to designate an area of 
substantial labor surplus. 

During the year 1958, in our area over 20,000 persons applied for unemploy- 
ment compensation ; of these, 1,988 persons drew all of the 30 weeks of unemploy- 
ment compensation to which they were entitled under the Pennsylvania program, 
and 626 persons went on to draw an additional 15 weeks of benefits under the 
Federal temporary program. This would certainly serve to indicate that, even 
though Pennsylvania has one of the most liberal duration allowances under a 
State unemployment compensation program, it was still not adequate for almost 
one-third of the persons who drew their maximum allowances. Had such a pro- 
gram been instituted earlier in the recession period, undoubtedly this number 
would have been much larger. The 1959 experience shows that for the first 3 
months of this year 534 persons have exhausted 30 weeks of State entitlement 
and 402 an additional 15 weeks under the Federal program. There is little doubt 
from the above figures that need for long-term unemployment benefits will 
continue to exist in areas such as Altoona when the main industry is depressed 
or shuts down. Certainly the 1,000 persons who have drawn benefits under the 
Federal program in our area would welcome permanent improvement in our 
State program, looking toward providing unemployment benefits as long as they 
are needed. Equally important, I am sure, is the gratitude of the merchants 
of Altoona for the half-million dollars pumped into circulation in our area 
through the Federal unemployment compensation program. This has been a real 
factor in maintaining not only the dignity and well-being of our unemployed, but 
in many cases the financial backbone of our trade and service industries. 
Without such financial assistance, many of our stores and service establishments 
would undoubtedly have had to discontinue business, thus adding to the area’s 
woes. 

We in Altoona strongly support the provisions of the H.R. 3547, looking toward 
benefit amounts equal to one-half our weekly wage immediately, and eventually 
rising to two-thirds. It does not seem fair for the law to provide that if a man 
makes’ $48 per week he may draw one-half his weekly wage, or a benefit of $24; 
but a man making $80 a week cannot be treated on an equal basis, but is stopped 
by an artificial dollar ceiling which in Pennsylvania is set at $35. We believe 
that all loss of income should be replaced on the same proportionate basis. This, 
I understand, the proposed bill will do for at least the great majority of claim- 
ants. We do not feel it is the American way to write provisions into our laws 
which discriminate in favor or against any particular industry whether its wage 
— is high or low. We believe they should all be treated equally under the 
aw. 

The reinsurance grants provided in the proposed bill would permit the lighten- 
ing of the financial burden of Pennsylvania employers in contributing to our 
unemployment compensation system. We strongly support such measures for 
we feel the traditionally high unemployment in Pennsylvania generally, and in 
Altoona particularly, is not due solely and entirely to actions within the control 
of either the State or its localities. The decline in employment in the railroad 
shops at Altoona has been due in large part to shippers not only in Pennsylvania 
but also in other States deciding to use means other than the railroad for trans- 
porting their goods. Since, therefore, the primary cause of the unemployment 
problem in Altoona stems from actions of persons not only in Pennsylvania, 
but in many other States, we feel it only just and equitable that they, through 
the Federal Government, bear a just and equitable proportion of the cost of 
such unemployment. The proposed provisions will serve to alleviate the burden 
of high unemployment compensation taxes in States such as ours which have 
been hard hit in the recent recession through no fault of their own, but merely 
because of the makeup of or change in such a State’s general economy. We 
believe this to be a legitimate activity of the Federal Government. 

The prompt and vigorous action taken by the Congress in passing the Federal 
unemployment compensation program certainly indicates to us in Altoona that 
the Congress is not only aware but anxious to help to strengthen our unemploy- 
ment system, not only in Pennsylvania, but throughout the Nation. The re- 
Sponsiveness on the part of our Federal representatives is indeed most heartening. 
We hope we shall have to make only minimum use of unemployment compensa- 
tion benefits in the years to come, but it is certainly comforting to know that if 
and when we need such support, our unemployment benefit system will be able 
and available to do the job for which it was created. We believe the proposed 
bill H.R. 3547 will materially strengthen and improve this vital program. 
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Mr. Antuony. I certainly want to express my appreciation for the 
privilege of being here. 

Thank you. 

The Cuarrman. Mr. Mayor, we appreciate very much your being 
here and, Mr. Van Zandt, we appreciate your being here again this 
morning for the purpose of introducing your very fine mayor. 

Are there any questions ? 

Mr. Knox will inquire, Mr. Mayor. - 

Mr. Knox. Mr. Mayor, in the State of Pennsylvania compensation 
law what is the ceiling in the number of weeks and the amount of 
benefits ? 

Mr. Antuony. Thirty weeks at the present time. 

Mr. Knox. Thirty weeks? 

Mr. ANTHONY. Thirty weeks is the duration. 

Mr. Knox. And what is the ceiling on your benefits ? 

Mr. Anruony. $35 per week. 

Mr. Knox. Do you have any provision in your law to provide for 
dependents ? 

r. AntHony. No. I don’t think there is any. You mean of a de- 
ceased person ? 

Mr. Knox. No; dependents of the unemployed worker. 

Mr. Antuony. No; I don’t know of any. 

Mr. Mason. To clarify that, Mr. Mayor, what Mr. Knox is asking 
is this: If a man is out of employment and he is single he gets your $35, 
but if a man has three or four children he may get $50 or $60. That is 
the way it works in Illinois. 

Mr. Anruony. It doesn’t work in Pennsylvania that way. The 
ceiling is $35 for the family, and that makes it very difficult. 

Mr. Knox. In other words, your Pennsylvania Legislature has not 
taken into consideration need, thereby they did not provide for de- 
pendents of unemployed workers ? 

. Mr. Anrnony. I think it has, but the cost is a factor that we do not 
want, I think, probably to burden our industries with. 

Mr. Knox. I had reference to the State of Michigan which does pro- 
vide for dependents in the amount of $2 per child additional to the 
compensation that is provided by the dependency provision in the 
law which takes care of our dependents and the worker himself. 

Mr. AntHony. It would be most desirable, I assure you. As I say, 
the bulk of our unemployed are family men with dependents. 

Mr. Knox. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions of Mayor Anthony ? 

Mr. Auger. Mr. Chairman. 

The Cuarmman. Mr. Alger will inquire. 

Mr. Acer. I would like to comment, Mr. Mayor, and I certainly 
aprmenae the things you said earlier relative to the constituency 
of the unemployed, that I have here a table showing the percent of 
beneficiaries with one or more compensable dependents—that would 
be the heads of households—and while only 11 States are given, I might 
call attention to my colleague from Michigan the fact that Michigan 
is something of an exception to the rule oddly enough with 52.7 per- 
cent, but most of these fall well below 50 percent, of the people drawing 
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benefits with dependents, Michigan being the exception, but others 
here are 25 percent, 40 percent, 28 percent, 35 percent, so again this 
thing keeps popping up as to just what is constituency of this unem- 
ployment program. 

Mr. Anruony. I think that our department of labor and industry 


can certainly prepare those figures and I would be pleased to ask them 
if — could prepared that. 


(The following telegram was received by the committee :) 
AToona, Pa., May 13, 1959. 


Leo H. Irwin, 
Chief Counsel, Committee on Ways and Means, 
House of Representatives, Washington, D.C.: 


I have been informed by the State department of labor and industry that the 
breakdown figures you requested are not available. 

Rozert W. ANTHONY, Mayor of Altoona. 

Mr. Auger. I don’t know what it is in Pennsylvania. 

Mr. Anruony. I don‘t know either. In my own area these men 
worked in the railroad shops. There is no longer the work there, so 
there are about 7,000 that have no jobs, and they are highly skilled. 
That is one of our assets in going out for industry. 

Mr. Acer. In pointing out that the railroad is losing out to other 
forms of transportation and that coal is losing to oil, these are such 
basic changes pth ote 2 if you would not agree that there is a more 
basic need actually than just unemployment compensation. What 
you really need are new job opportunities, on the one hand, or on the 
other hand, welfare or relief help rather than the unemployment 
compensation. Could that be so, other than the existing program ? 

r. AnrHony. New jobs are what we need, yes. I agree on that. 
Weare trying. We have almost a model industrial development com- 
mittee that is going out for other industries. We are proud of it. 
We have tried to help ourselves, but we still have that reservoir of 
unemployed. Unemployment compensation does help for a period, 
and the relief is tragic. 

I mean these men are young veterans from World War ITI and the 
Korean war and older even that come in, and unfortunately in Penn- 
sylvania when they go on relief they have to sign a note. We pride 
ourselves on being a city of homeowners, and they are forced on to 
relief and up goes their mortgages which they have been trying to 
reduce again by this judgment that they have to take. 

They have to give a os on their property to the State for any 
grants that they get if they have a home, and most of them do and it 
isreally a tragic picture. 

Mr. Aucer. Thank you. 

The Cuamrman, Are there any further questions of Mayor Anthony ? 

If not, Mayor Anthony, again we express our appreciation to you 
for appearing before the committee this morning. 

Mr. j ane Ag Thank you very much. 

The Cuarrman, Our next witness is Mr. Claude A. Loesch of the 
Indiana Manufacturers Association of Indianapolis. 

Mr. Loesch, will you identify yourself for the record, please, sir. 
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STATEMENT OF CLAUDE A. LOESCH, ADMINISTRATIVE ASSISTANT, 
INDIANA MANUFACTURERS ASSOCIATION, INDIANAPOLIS 


Mr. Lorescu. Mr. Chairman and members of the House Ways and 
Means Committee, my name is Claude A. Loesch. I am the admin- 
istrative assistant of the Indiana Manufacturers Association at 832 
Indiana Building, Indianapolis, Ind. 

The organization I represent has » membership of about 1,300 com- 
panies engaged in manufacturing in all sections of Indiana. The 
size of the member companies varies from the largest in the State 
employing tens of thousands and to firms employing only one or two. 
About 80 percent of our member companies employ less than 200 
workers each. 

All statements that I will make conform to previously established 
policies of the association. 

Representatives of other groups will discuss, on a general basis, 
the advantages and disadvantages relative to the introduction of 
Federal standards to the field of State unemployment compensation ; 
I wish to show how the unemployment compensation program has 
been changed and improved to keep pace with changing conditions 
in one particular State—Indiana. 

It might be well to point out here that Indiana is a truly repre- 
sentative State, medium in size, located near the center of population 
of this country, and with a diversified economy that includes industry, 
farming, and mining. 

In 1938, when unemployment compensation benefits first became 

ayable, Indiana was more of an agricultural than an industrial 

tate, but during the past 21 years it has become much more heavily 
industrialized. met now, several counties in the State have little 
or no manufacturing. The northern part of the State is more heavily 
’ industrialized, but the Ohio River Valley, in the southern part of the 
State, has a highly promising industrial future. 

Over the past 20 years the Indiana Legislature has been deeply 
concerned with developments in the field of unemployment compen- 
sation. In every session of the general assembly, it has been the 
subject of many hours of study and careful consideration. Committee 
meetings, public hearings, and spirited debates have consistently pre- 
ceded the many amendments which have been made in the Employ- 
ment Security Act. 

Of these, the maximum weekly benefit amount has probably received 
the most attention. While the formula for determining weekly bene- 
fits has remained almost the same since 1938, the maximum weekly 
benefit amount allowable has been increased many times. In fact, 
it has been increased 7 times in the 11 regular sessions of the generai 
assembly held since benefits became payable. 

Prior to the 1955 session of the Indiana General Assembly, the basis 
for increasing the maximum benefit amount was the change in the 
cost of living. However, in 1955, the maximum weekly benefit 
amount was increased beyond that required to keep pace with the cost 
of living. The 1957 and 1959 increases in maximum weekly benefit 
prea exceeded by an even greater percentage the increase in cost 
of living. 
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In considering the maximum weekly benefit amount, weight must be 
given to the fact that over the period 1938 to 1959, wages increased 
at a much greater rate than the cost of living. 

For example, the average weekly wage in Indiana rose from about 
$21 in 1938 to an average of over $91 in 1959, while the consumers 
price index, national average, rose from 60.3 to 123.7. Thus, while 
the cost of living doubled, average wages more than quadrupled dur- 
ing the same period. Since wages now provide a much greater margin 
over the cost of living than ever before, does it not seem likely that 
from this margin it is easier to provide for personal savings, and bene- 
fits need not have risen even as fast as the cost of living? 

The table below provides a comparison of maximum weekly bene- 
fit amounts payable in Indiana with what would have been required 
to maintain the same ratio to cost of living as the $15 weekly benefits 
provided in 1938, 

You will notice that in 1941 the weekly benefit amount in that table 
was increased to $16 and what would have been required to have kept 
pace with the cost of living is $15.75, that in 19438, the date of the next 
increase, it went to $18 and the cost of living ratio would have re- 
quired $18.40. 


In 1945 the weekly benefit amount went to $20 and the required 
amount would have been $19.13. 

In 1951 it went to $27 and the required amount would have been 
$27.60, so up until that point they were within a dollar of each other 
in the maximum benefit amount and the required amount necessary 
to keep pace with the increase in the cost of living. 

In 1955, however, the weekly benefit amount was increased to $30 
and the amount necessary to keep pace with the cost of living increase 
is $28.81, so that is the first time we exceeded a dollar difference in 
the two. 

Then in 1957 it went even more, $33 against $31.02, and in 1959 
it goes to $36 and the increase in cost of living would require $32.41. 
So you will notice that even the $33 which was allowable in 1957 ex- 


ceeds the present required rate to maintain the same purchasing 
power as in 1938. 


Maximum 
weekly bene- 
Maximum fit amount 

weekly required to 
Date of increase amount bene- | maintain same 
fit in- purchasing 
to power as $15 
weekly 
benefit in 1938 


Almost as important as the maximum weekly benefit amount, has 
been the determination of maximum duration of benefits. Indiana’s 
original unemployment compensation act provided for 15 weeks. This 
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has been extended several times until, beginning this coming July, 
the benefits will be payable for a maximum of 26 weeks. The in- 
erease in the maximum duration period from 15 to 26 weeks was ar- 
rived at in several steps: to 16 weeks in 1941, 18 weeks in 1943, 20 
weeks in 1955, and to 26 weeks in 1959. 

In considering duration, it must be remembered that duration in 
Indiana is limited by a formula which provides for the payment of 
total benefits equal to 25 percent of wage credits in the base period, 
or the statutory maximum number of weeks, whichever is the lesser. 

A report was issued by the Indiana Employment Security Divi- 
sion of claimants who exhausted their benefits in the period October 
1955 through March 1956, a fairly average period of unemployment. 
This report presents some interesting facts which reflect on how long 
an unemployment compensation program should pay benefits. 

Based on this report, of all claimants who exhausted in the period 
studied, 50 percent of the men and 54 percent of the women were 
eligible for 12 or fewer weeks of benefits. This indicates that they 
had been employed 6 months or less in the base period of 12 months. 
A uniform duration could in these cases provide more in unemploy- 
ment benefits that had been earned in wages which would qualify 
the claimant for benefits. 

This report by the employment security division of exhaustees also 
shows that, 4 months after drawing all their unemployment compen- 
sation benefits, 14 percent of the men and 22 percent of the women 
said they were no longer in the labor market; that is, they no longer 
even considered themselves as being unemployed and looking for a 
job. Over half of these women said they left the labor market to 
keep house. 

Does it not seem likely that if payments were continued for a longer 
period, these persons would have continued to draw benefits at the 

nse of the real unemployed who were looking for work? 

t is Indiana’s belief that unemployment compensation should, 
during periods of temporary unemployment, provide the unemployed 
with some income with which to meet minimum everyday require- 
ments. When unemployment becomes chronic rather than tempo- 
rary, it properly becomes a matter for welfare rather than unem- 
ployment compensation. Indiana’s changes in maximum duration 
for unemployment compensation have kept in line with the economic 
conditions that exist in Indiana. 

To summarize, the Indiana Employment Security Act was amended 
in every session of the general assembly exceupt in 1949. Some of 
the major changes since the beginning of the program: 

(1) Increased the maximum weekly benefit amount from $15 to 
$36 a week. 

(2) Lengthened duration of benefits from 15 to 26 weeks. 

(3) Increased maximum benefits payable in a benefit year from 
$225 to $936. 

(4) Reduced the waiting period from 2 weeks to 1 week. 

(5) Eliminated employee contributions. 

(6) Amended financing and experience rating provisions to permit 
voluntary contributions by employers. 
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(7) Changed flat penalty of 6 weeks suspension and loss of 6 weeks 
of benefits to suspension of benefit rights until claimant earned 10 
times weekly benefit amount. This penalty is imposed for: 

(a) Leaving work without good cause; 

(6) Being discharged for misconduct; or 

(c) Refusal to accept suitable work without good cause. 

(8) Amended loss of benefit rights for quitting to marry or because 
of marital obligations to suspension of benefit rights until claimant 
has earned $200. 

(9) Authorization of supplemental unemployment benefits. 

There is one more. At this last session it was amended to exempt 
all unemployment compensation payments from the Indiana gross 
income tax. 

In conclusion, we have.reviewed the historical basis of Indiana’s 
unemployment compensation program. This program does the job 
it was designed to do; namely, help relieve financial hardship caused 
by temporary unemployment. 

As we have shown, Indiana’s unemployment compensation program 
has been amended and improved over the years in response to in- 
creases in the cost of living and changed economic conditions. 

The proposals before this committee to impose Federal standards 
in this field would be a major step toward elimination of State pro- 
grams, like Indiana’s, which have already proved successful during 
the two decades they have been in operation. 

Mineral resources, farmlands, types of industry and commerce, 
differ in the various States and parts of the country. To meet these 
differing needs, a certain flexibility in unemployment compensation 
programs is desirable and even necessary. This need can best be 
met by individual State programs. 

It is the carefully considered opinion of Indiana Manufacturers 
Association, Inc., that a program of Federal standards in the unem- 
ployment compensation field would be harmful to the best interests of 
this country and its citizens, including those who are temporarily 
unemployed. 

The ra Mr. Loesch, we thank you, sir, for your appear- 
ance before the committee and the description of your views with 
respect to this subject matter. 

re there any questions ? 

Mr. Mason. Mr. Chairman. 

The Cuatrman. Mr. Mason will inquire. 

Mr. Mason. You have brought out one important fact that has 
not been brought out at all by any other witness during the last 10 
years that we have been listening to this testimony, and that is this: 

am an average workman in Indiana. In 1938 I earned $21 a week. 
Today I am earning $90 a week. The cost of living has gone up 
double in that time. My wages have gone up more than four times. 

It seems to me, and I think this was one of your theses, that I ought 
to, with wages having gone up four times, be able to at least save 
some money to tide me over some period of unemployment and not 
the very next day or the very next week have to go on unemploy- 
ment compensation. I was brought up in that philosophy, that you 
3967859 —14 
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should take care of yourself as much as you can before leaning on the 
Government to take care of you, and I am glad that you brought out 
that. point. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Machrowicz will inquire, Mr. Loesch. 

Mr. Macurowicz. I would gather from your statement you feel 
Indiana has done a pretty good job in improving its unemployment 
compensation and your association has supported those improve- 
ments. 

Am I correct in that? 

Mr. Lorscn. Yes, I think so. 

Mr. Macurowrcz. Is the position that you take here about Indiana 
being a State with a very much improved unemployment compensa- 
tion system the same position you take with the Indiana Legislature? 

Mr. Lorscn. I didn’t quite follow that question. 

Mr. Macurowicz. Let me ask you this: Do you belong to the 
Indiana State Chamber of Commerce ? 

Mr. Lorscu. No, sir. 

Mr. Macurowicz. Do you subscribe to their views ? 

Mr. Not necessarily. 

We represent Indiana manufacturers. We have no connection what- 
ever with the Indiana State Chamber of Commerce and we are not 
responsible for their views. 

Mr. Macurowicz. You do not mean that the views of the Indiana 
Chamber of Commerce and the views of the Indiana Manufacturers 
Association differ very much when it comes to unemployment com- 
pensation, do you? 

Ra Lorscu. I don’t know. I haven't studied their position too 
much. 

Mr. Macurowicz. They have issued a pamphlet which they use in 
lobbying their State legislature which is dated 1959 and it is entitled 
* “Unemployment Compensation Legislature Issues, 1959, Spotlight 
on Indiana Legislative Issues.” In these I find this, and I will quote 
this and see whether you subscribe to this or not: 


Through the years Indiana generally has enjoyed a favorable position among 
industrial States from the standpoint of being a low-cost State for unemploy- 
ment compensation purposes. It already has lost part, if not all, of this favor- 
able position. Industrial States such as Michigan and Pennsylvania pay larger 
benefits for longer periods of time than Indiana, but the tax costs are higher. 
Because of their high tax costs of unemployment compensation and otherwise, 
they are losing industrial expansion and are carrying more unemployment. 
Maintenance of Indiana’s favorable tax position means the State will be better 
able to offer full-time employment instead of unemploymeent benefits. 

Do you subscribe to those views ? 

Mr. Lorscu. I don’t know whether what you have read refers to 
unemployment compensation taxes, or taxes in.general. 

Mr. Macurowicz. The title is “Unemployment Compensation Legis- 
lature Issues.” 

_ Mr. Lorscn. In regard to unemployment. compensation, we, as the 
manufacturers association, feel that the State variations in taxes paid 
under unemployment compensation are infinitesimal... They are a 
drop in the bucket as far as getting industry into a State. 

We do feel very strongly on the overall taxes, which we are not 
discussing here. I haven’t read the article. I couldn’t very well com- 
ment on it. 
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Mr. Macurowicz. Do you know Mr. Howard Friend, director of 
research of the Indiana State Chamber of Commerce? He is the 
author of this pamphlet. 

Would you differ with him on his comments ? 

Mr. Lorscu. As regards unemployment compensation. 

Mr. Macnrowicz. You would say that Indiana does not have a 
favored position because of it being a low-cost State for unemploy- 
ment compensation insurance ? 

That is in contrast to what you have testified here today. 

Mr. Lorscu. My contention is that as to unemployment compensa- 
tion, the difference in rates is so small between even the larger and the 
smallest State that manufacturers are not going to leave one State to 
go to another on that basis. 

Mr. Macnrowicz. It says there: 


The industrial States such as Michigan and Pennsylvania pay larger benefits— 
and— 


because of their high costs of unemployment compensation and otherwise, they 
are inheriting more unemployment. The maintenance of Indiana’s favorable 
position means the State will be better able to offer full-time employment. 

Is that not what the manufacturers association are preaching in 
every State, that the improvement in the unemployment tax structure 
of the State will mean the loss of business to other States which have 
a more favorable structure so far as unemployment taxes ? 

Mr. Lorscu. I think you will agree, and I go back to this statement 
again, that the difference in unemployment compensation taxes are 
not big enough between the States to bring an industry from one 
State to another. | 

Mr. Macurowicz. That is completely different from what your col- 
league from Indiana, the research director of the Indiana State Cham- 
ber of Commerce, preaches when he talks to the Indiana Legislature ; 
is that not right ¢ 

Let me ask you, Do you feel that there is a natural relationship be- 
tween the amount of the unemployment compensation maximum bene- 
fits and the wages? 

Mr. Lorscn. Do I feel what ? 

Mr. Macurowicz. That there is some relationship or should be 
some relationship between the maximum benefits and the wages? 

_Mr. Logscn. I think that we feel very much as I said in my state- 
ment, that the relationship is much more in relation to the cost of 
living than it is to wages, based primarily on the proposition that 
the unemployment compensation payment is to help carry this man 
over with the necessities and that is based on cost of living, so the 
wages or the weekly benefit amount we feel should be tied in a little 
bit closer to the increase in cost of living rather than wages. 

Mr. Macurowicz. There has been mention here by other members 
of the great increases in wages. Has not the productivity of labor 
increased in that time also? 
Mr. Loescn. Oh, undoubtedly. 

7 Macurowicz. And wages are tied to productivity, are they 
not 

Mr. Lorscu. I don’t quite follow your thinking on how increased 
productivity should increase or cause any change in unemployment 
compensation. 
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Mr. Macurowicz. I am talking about wages now. I am referring 
to whether it has a relationship with wages. 

Mr. Logescu. Oh, decidedly, to a point. 

Mr. Macurowicz. To a point, of course. The Department of La- 
bor statistics show that in 1939 the maximum weekly benefit as per- 
centage of the average weekly wages in Indiana was 38 percent. With 
all these wonderful improvements that you have told us about in 
Indiana in the State legislature, the maximum weekly benefit as a 
percentage of average weekly wages in Indiana today is only 37 per- 
cent, a drop of from 38 percent to 37 percent. 

You would not consider that much of an improvement, would you? 

Mr. Lorscn. Again you are tying it into wages and we think it 
should be tied to cost of living. : 

The figures you quote, by the way, do not include the latest $3 in- 
crease. That does not go into effect until July. 

Mr. Macurowricz. That is all. 

The Cuamrman. Mr. Loesch, may I get just a little bit more of your 
thinking on this point of why unemployment benefits should be tied 
to cost of living versus average wage rates or the weekly wage of the 
recipient. Why do you believe that? 

Mr. Lorscu. Well, as I said, first of all the key to what a person 
needs I think is the cost of living. If bread goes up in price, then 
he is going to need more unemployment compensation. If, however, 
he is driving a Buick instead of a secondhand Ford because of the in- 
crease he has made in his wages, I don’t think that that necessarily 
should increase the weekly benefit amount that he gets on unemploy- 
ment compensation. | 

The CHamman. I am just searching for your thinking because I 
had not proceeded on the basis that benefits necessarily should be tied 
tc the cost of living. I had thought in terms of benefits perhaps 
having some relationship to overall wages paid within a State. How- 
¢ver, you lead me to believe in your answer that it is possibly your 
thinking that unemployment compensation serves as a substitute for 
some other form of public assistance or something of that sort. 

Mr. Lorscu. Oh, no. Need doesn’t enter into this at all and I think 
you will find that unemployment compensation benefits go to every- 
body who is eligible, regardless of need. : 

The CHAtRMAN. Of course that is true, but I was trying to analyze 
our point about need. 

You say that they should pay 80 much because they need so much. 
What is a better reflection of the need of a family than some benefit 
relating to what the family has been accustomed to receive; namely, 
the wages that it has been receiving. 

Mr. Lorscu. If $15 in 1938 would supply that unemployed person 
with the proper Tem of money that it cost him to live in 1938, 

rea 


and if meat and bread and rent and clothing have gone up since 1938 


so much percent, then we feel that the unemployed person should 


receive the same thing, receive money to buy the same articles in 1959 
that he bought then, and if those articles have gone up in price, cer- 


tainly then the benefits should go up. 
The Cuarmmnan. I see your thinking. 
You start off on the premise that the original $15 was right, and it 

was determined to be right, because in Indiana the $15 would take 
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care of the individual’s needs with respect to food and such other 
items as went into the daily cost of living at that time. 

Then you say that if that was right, and you assume it was, as cost 
of ——- has subsequently risen, it will be fair to let the benefit rise 
in just that percentage or a little higher percentage. 

wonder, though, if we are safe in making that original assumption 
and if there was not something else that determined this initial amount 
rather than what we thought was essential to take care of the indi- 
vidual and his needs in the hour of unemployment. 

Mr. Lorscu. Mr. Chairman, it was the major factor for setting 
maximum durations for about 17 years, or until 1955, so it was not 
just in 1938. It stood the test of a number of years. 

The CrHarrman. We are at a little bit of a disadvantage at this 
point in the Ways and Means Committee consideration of unemploy- 
ment compensation, because the record will reflect that none of us was 
on the committee at the time of the original enactment of the program. 

I have endeavored to read the reports of the committee when the 
bill was initially considered and reported to the House and passed 
by the House. 

I find it difficult sometimes to understand the present-day phi- 
losophy of unemployment compensation and what it was intended to 
serve and to do in the light of the early committee reports that I read. 
I do not find anywhere in the reports this thought that we are fixing 
a rate of benefit that is equal to the needs of an individual in the neces- 
sities of life in his period of unemployment. 

Mr. Lorscu. Mr. Chairman, am I right in this: that it was not the 
intention back in 1938, I presume—lI can’t remember that, either, as I 
wasn’t in on the original writing—to provide for total replacement of 
wages? There had to be some point in there. 

You have economic forces and checks working both ways, so it was 
probably a compromise back in 1938 as all of these things are com- 
promises, but it did hold up for 17 years before it was deviated from. 

The Cuatrman. I merely wanted to get your thinking. 

Mr. Lorscu. Iam sure I haven’t answered you adequately. 

The Cuatrman. Mr. Forand wants to inquire. 

Mr. Foranp. Is it not a fact that as of now it seems as though we 
are trying to think as they were thinking back in 1935 when this bill 
was passed and ignoring the fact that we continue to progress? Times 
change, and, therefore, our thinking should be adjusted to today’s 
situation rather than the situation that existed 24 or 25 years ago. 

Mr. Lorscu. That I think is the reason Indiana has gone above the 
cost-of-living concept since 1955 when it first went over, again in 1937, 
and even more in 1959. That is the reason I put those words in m 
statement that we have kept pace with the increase in the cost of liv- 
ing and changing economic conditions. : 

I think in Indiana that that is one of the things. We have become 
more of an industrialized State, and I might say for the gentleman 
from Michigan, I believe, in regard to this last session of the legisla- 
ture when the bill to increase weekly benefit amounts $3 was consid- 


ered, the Indiana Manufacturers Association did not appear before 
the committee to argue the point. 
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We did appear before the committee on another bill which would 
have had much higher benefits, but on this particular bill we accepted 
it and did not argue the point one bit in the committee. 

Mr. Foranp. Mr. Chairman, I think we ought to gage our thinking 
on today rather than 25 years ago. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I want to follow up the line that the chairman was try- 
ing to get from you in your shiakine as to unemployment compensa- 
tion being based on the cost. of living. 

When you used the $15 amount for a aor the average wage 
was $21 in your State. You were giving then about 70 percent of the 
average wage because the cost of living was of that type. Now, some 
of us soe argue that because you gave 70 percent of the average 
wage then, you should give 70 percent now of the average wage of 
$90, and you say: 

No. If $15 covered the cost of living then, we should now cover the cest of 
living as it has doubled— 


and so if you double $15 and have $30, or $35, or whatever it is, then 
you say you have kept at least pace with the cost of living, which is 
the necessary amount. 

Now, if I earned $21 then and was satisfied with a Ford, and because 
I am earning pretty good money all through I have acquired Cadillacs 
now and other increases in the luxuries of life, you do not think that 
unemployment compensation should make allowance for all those lux- 
uries that I have acquired, and tastes, but if you take care of the in- 
creased cost of living, then you are treating me about as well as you 
did 20 yearsago. Is that not your philosophy ? 

Mr. Lorscu. Exactly. 

Mr. Macurowicz. Mr. Chairman. 

The Cuamman. Mr. Machrowicz will inquire. 

Mr. Macnrowricz. Of course I do not know what is meant by these 
Cadillacs. I might state I don’t know of an unemployed worker, in 
Michigan at least, that has the pleasure of a Cadillac, but I do want 
to make your position clear. I think you have made it clear, but please 
correct me if 1 am wrong. 

I believe you said that your philosophy of this unemployment com- 
pensation is this: A person should have as much money as he needs 
now to buy the same things that he could have bought for the unem- 
ployment compensation he received in 1935 or 1938. In other words, 
the ea cost of living should be taken into consideration. Am 
I right 

r. Loescn. Yes, but we are above that. 

Mr. Macurowicz. What is your philosophy of what should happen? 

Mr. Lorscn. I don’t know just what it should be. We didn’t argue 
about it going above it, though. 

Mr. Macnrowicz. Our standard of living has increased consider- 
ably since 1936 and 1938, has it not ? 

Mr. Loescn. Yes, it has. 

Mr. Macurowicz. You do not think that should be taken into con- 
sideration, do you? . 

Do you think a man having to live on unemployment compensation 
should revert to the standard of living in the thirties? 


tried te 
as emp 
80 they 
much a 
Mr. ] 
Mr. 
Mr. I 
Mr. 
trary ir 
could 
Mr. I 
May - 
In th 
there ar 
time, pa 
that the 


M 
with 
M 
Tl 
Th 
Mi 
what 
In 
adeqn 
of ter 
by th 
th 
and § 
Fo 
State: 
State: 
would 
econo 
Fif 
after 
ssi 
are ho 
him. 
Mr. 
Mr. 
tee, I 
pared 
this in 
Let. 
things 
yesterd 
First 


ion 


UNEMPLOYMENT COMPENSATION 193. 


Mr. Lorscu. No. I think that is the reason that we went along 
with this increase above the cost of living. 

Mr. Macurowicz. That is all. 

The Cuamman. Are there any further questions of Mr. Loesch ? 

Mr. Mr. Chairman. 

The Cuamman. Mr. Alger will inquire... 

Mr. Averr. Mr, Loesch, very briefly, let me see if I can summarize 
what you have said, 

In six points you have pointed out that the Indiana program is 
adequate now, according to the aims of unemployment compensation: 
of temporary help. 


Second, it has effected changes and improvements have been made 
by the State legislature. 


Third, the Federal standards will eliminate these State programs 
and State jurisdiction. 

Fourth, there are different economic needs throughout the United 
States which require flexibility, a flexibility that is provided by the 
States by the very nature of 48 entities, whereas Federal standards 
would deny this very flexibility that is needed for the different 
economic needs of our country’s various regions. 

Fifth, 14 percent of the men and 22 percent of the women, 4 months 
after withdrawing all compensation to which they were entitled, 
voluntarily nthe | from the employment market, indicating very 
possibly that they didn’t need the unemployment compensation. 

And finally, that Federal standards on the contrary to what we 


are holding, trying to help the worker, would actually end up harming 
him. 


Mr. Lorescu. I think so. 

Mr. Atecer. I simply want to say to my colleagues on the commit- 
tee, I have reread all the testimony since yesterday and I have pre- 
pared my own digest of that and I am being very careful to overdo 
this in taking time, and I am vitally “anet 4 

Let me ask you if Federal standards would be dangerous if these- 
things occur? This is a summary of the dangers I got out of all day 
yesterday : 

First, the experience rating which the employers maintain or 
tried to build toward, actually is a stability to employment because, 
as employers maintain stability, they then pay a lesser rate of tax, 
so they are encouraged by the present law to continue employment as 
much as possible; is that correct ? 

Mr. Lorscu. Yes. 

Mr. Acer. Federal standards might endanger that, might they? 

Mr. Lorscu. That is right. 

Mr. Areer. The second thing, if business is hurt by this new arbi- 


trary increase of expense, then it is possible that more unemployment 
could result; is that correct. 


Mr. Lorscu. That is right. 

May I interject just one thing there that has happened ? 

In the current economy with benefits being as high as they are, 
there are many employers who are working their current force over- 
time, paying the time and a half rather than put people on the payroll 
that they know will be on there for not too many months and endan- 
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gering their merit rate by being forced to pay unemployment com- 
pensation. 

Mr. Axcer. In this case again the program that is being presented 
to us could even be self-defeating, could it not, in this matter of 
employment ? 

Mr. Lorscu. That is right. 

Next, if the costs that are imposed on businessmen are passed on to 
the consumer, as they must be, this will be reflected in higher prices, 
This will mean less purchasing power to all consumers, the entire 
market over; is that not correct? 

Mr. Lorscu. I am glad you brought that up. 

I think there are several facets to this. 

First of all, I believe that there are those employers who definitely 
do pass it on to the consumer immediately. Those are the big ones 
as a rule. 

With respect to the small tool and die shop with two or three em- 
ployees, it is pretty hard for that individual to pass on unemployment 
costs. It is directly out of his pocket. 

r. Auerer. If he cannot pass them on and he goes under, then 
many people lose their jobs and are unemployed ? 

That is right. 

Mr. Aucrr. Not to belabor this now, can you see a danger of Fed- 
eral standards by Federal law forcing benefit payments up, as was 
ae out to us yesterday, where the gross wages are competed with 

vy the net pay that the employees get under unemployment compen- 
sation, and tht whenever a man can make almost as much by not 
working, recognizing he does not have to take withholding off the 
other expenses that are normally part of this now, this becomes a 
danger in itself by subsidizing people not to work at all? 

Mr. Lorscu. That is right. 

As was mentioned, I think in one of the Indiana sessions, the 
American workingman is not a chiseler, but he is a very good bar- 
gain hunter and if it is better to stay at home, he will. 

Mr. Acer. He isa human being. 

Mr. Lorscu. That is right; we are all human. What would you 
and I do under such circumstances ? 

Mr. Aueer. Finally, you are maintaining, if I understand your 
statement, that unemployment compensation is simply a temporary 
matter and is not intended to be either relief or wav ata § 

Mr. Lorscu. That is right. 

Mr. Thank you. 

Mr. Foranp. Are there any further questions? 

Mr. Macurowicz. I know the gentleman who questioned you spoke 
about these arbitrary increases in Indiana. Do you consider them 
arbitrary 

Mr. Did I say arbitrary ? 

s Mr. Macurowicz. No, the gentleman from Texas referred to ar- 
itrary. 

Mr. Loescu. I didn’t catch the word, and certainly they are not. 

Mr. Macurowicz. You do not agree they are arbitrary, do you! 

Mr. Lorscu. No. 
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Mr. Macurowricz. Second, is it not necessary for a person to be 
able to receive unemployment compensation to hold himself out and 
accept employment in most States ? ; 

Mr. Logscu. Oh, certainly. 

Mr. Macurowicz. That is all. 

Mr. Foranp. If there are no further questions, we thank you for 
your appearance. 

Next on the calendar is the Interstate Conference of Employment 
Security Agencies with about five names here, Mr. John Morrison, 
Mr. William Farmer, Mr. Bernard Teets, Mr. Henry Kendall, and 
Mr. Curtis Harding. 

Are you all appearing together? 


STATEMENT OF JOHN MORRISON, PRESIDENT, INTERSTATE CON- 
FERENCE OF EMPLOYMENT SECURITY AGENCIES; ACCOMPANIED 
BY WILLIAM H. FARMER, CHAIRMAN, LEGISLATIVE COMMITTEE; 
BERNARD E. TEETS, MEMBER, EXECUTIVE COMMITTEE; HENRY 
E. KENDALL, MEMBER, LEGISLATIVE COMMITTEE; AND CURTIS 
P. HARDING, MEMBER, EXECUTIVE COMMITTEE 


Mr. Morrison. Yes, sir. 

Mr. Foranp. For the purpose of the record will you identify your- 
self, Mr. Morrison. Is it your intention that you are to deliver the 
statement for the group, or is everybody supposed to say something ? 

Mr. Morrison. Mr. Chairman, my name is John Morrison. I am 
the executive director of the Employment Security Agency, division 
of the State labor department, in Kansas, and appear before you here 
today in the capacity as president of the Interstate Conference of 
Employment Security Agencies. 

I will be supported and we will attempt to divide the subject be- 
tween the five parties here on this occasion. 

Mr. Foranp. You will introduce each one as you get to them? 

Mr. Morrison. Yes. 

Mr. Foranp. You may proceed. 

Mr. Morrison. First I say that I hope the committee will excuse 
our inability to prepare a formal] statement for presentation to the 
committee. Frankly, some of our group did not arrive until last night 
and didn’t have that opportunity, and this was due to the legislative 
pressures at home in which they were trying to amend and otherwise 
improve their State programs. Along with my associates here we 
will present the conference viewpoint from notes and will welcome 
questions if necessary to clarify for the committee or to supply infor- 
mation on any point we may have overlooked. 

These men have long experience in the field of employment security, 
some of them starting with the program in its inception. They have 
been prominent in developing the program at State and Federal levels. 
They are thus able to discuss the technical as well as the practical as- 
pects of the program and the effect of the proposals under considera- 
tion in the Karsten bill, H.R. 3547. 

For the record I might explain that the conference is an association 
consisting of 52 States in jurisdiction, is responsible for the adminis- 
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tration of unemployment insurance and employment service programs, 
It was organized in 1936 and has the following objectives. 

These objectives are to improve the effectiveness of unemployment 
compensation laws and employment service programs and to promote 
employment security through the placement of ag prc workers, 
the stabilization of employment, and the payment of unemployment 
benefits; to further promote the study and development and use of 
proper and efficient methods of administration of the program; also 
to encourage the cooperation of the several employment security agen- 
cies in the conduct of fundamental research in the basic causes of un- 
employment, and to determine in what fields employment opportuni- 
ties are increasing and what types of industries and trades are respon- 
sible for bringing about the hazards of unemployment. 

Through study and research we propose new legislation, both State 
and Federal, in the basic field of employment security, and we have 
appeared before your committee on many occasions for these very 
purposes. The officers consist of a president and an executive com- 
mittee consisting of vice presidents from each of the 13 regions elected 
at annual meeting of our conference. 

As its principal officer, the president of the conference is respon- 
sible for taking the necessary action to carry out the program of the 
conference and to present to any interested party the conference posi- 
tion as rohnert i by action at the annual meeting or as a result of 
interim polls on any specific issue. Pursunt to this code the States 
were requested to express themselves on the subject of Federal mini- 
mum benefit standards as proposed in the many bills now pending 
before Congress and under consideration here today. 

Of the 51 jurisdictions eligible to vote, 44 States responded to that 
poll. Thirty-one of the States indicated opposition to the enactment 
of Federal minimum benefit standards, six indicated approval, while 
seven took no position. 

The CHatrman. Would it be at this point, Mr. Morrison, a viola- 
tion of your practices and understanding with the members of the 
Interstate Conference for you to tell us the names of the States which 
did approve and the names of the States which opposed by inserting 
that information in the record, 

Mr. Morrison. I regret, Mr. Chairman, that I am prohibited by 
our constitution and code from revealing the names of the States. 

The CHatrmMan. That is understandable and perfectly acceptable. 

Mr. Macurowicz. Would we be able to tell, though, what percent- 
age “3 the work force these States represent? Do you have that 
figure? 

The Cuarrman. That is actually what I was trying to determine. 

Mr. Macurowicz. I think the number is important as to the per- 
centage of the work force that they represent. 

Mr. Morrison. I think we could obtain that for the record. ' 

The Cuarmrman. That would serve my purpose too, Mr. Morrison, 
and if you could put that in the record at this point it will be helpful 
to ns. 

Mr. Morrison. Be glad to. 

Mr. Macurowicz. Is there any chance to get that today before the 
day is over? 

Mr. Morrison. Yes, I am advised that we can. 
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(The material referred to follows :) 


PERCENT OF ToTAL CovERED WorK Force IN STATES REPRESENTED RY THE STATE 
EMPLOYMENT SEcURITY AGENCIES VOTING FOR AND AGAINST FEDERAL BENEFIT 
STANDARDS IN THE 1959 PoLL TAKEN BY THE INTERSTATE CONFERENCE OF EM- 
PIOYMENT SECURITY AGENCIES * 


The 31 States whose employment security agencies voted against Federal bene- 
fit standards in the 1959 poll conducted by the Interstate Conference of Em- 
ployment Security Agencies have 48.9 percent of the total covered work force. 
The six States whose employment security agencies voted for Federal benefit 
standards in the same poll have 17.6 percent of total covered work force. 

The Cuamman. Pardon the interruption. You may proceed. 

Mr. Morrison. The officers of the conference have appeared before 
this committee on numerous occasions representing a similar majority 
viewpoint. Again we present this expression of opinion in opposition 
to the enactment of any further standards by Congress for the State 
operated program of unemployment insurance. 

My associates with me are prepared to discuss these views, but I 
should like to speak for a moment on a particular phase of Federal 
standards proposed yesterday by a spokesman for the labor depart- 
ment. As I understand it, this proposal would increase the tax base 

rovided for by the Federal Unemployment Tax Act from $3,000 to 
$4,900. This, I understand, was primarily to provide additional funds 
for the administration of the program at the Voderal and State levels, 


and just incidentally to increase the tax yield to the States. 

I believe the total of the Federal and State tax resulting from this 
adjustment is estimated at $396 million and would be for the year 
1961, $72 million to the Federal Government for appropriation, for 


administrative purposes, and $324 million for the various jurisdic- 
tions. 

For discussion we can assume that increasing administrative costs 
lus the creation of a larger loan fund and an administrative trust 
und is necessary and we accept this premise. It would appear, how- 

ever, to be much simpler to increase the Federal portion of the tax 
from three-tenths of 1 percent to four-tenths of 1 percent, thereb 
making a total Federal unemployment tax of three and one-ten 
percent rather than 3 percent at the present time. 

This could be done for such time as is necessary. I think this could 
be expected to increase the amount of money available for adminis- 
trative purposes to approximately $120 million rather than the $72 
million as contemplated by the labor department proposal. This 
would permit an earlier establishment of the loan fund at the levels 
deemed necessary as well as the trust fund. 

Noted also is the fact that under the proposal the States would 
obtain an additional $324 million in taxes if State rates were not 
adjusted downward. It is claimed that many States need these funds 
to increase their revenue and reserves, and’ obviously some States 
do need this increase. There is no assurance, however, that States 
which need the additional revenue would not adjust their rates 
downward. 

This seems like a rather ineffective manner of increasing State rev- 
enue for an employment security program. If, for example, Michi- 


- 1Covered work force represents workers covered by the State unemployment insurance 
and the unemployment compensation for Federal employee programs as of March 1958. 
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gan has 10 percent of the covered workers in the Nation, and we then 
assume that they would increase their revenue by $32 million or the 
equivalent of a month’s benefits under their heavy workload of last 
year, it would not have relieved the situation in that State nor the 
necessity of that State for obtaining funds through the loan provi- 
sions. 

Furthermore, this measure would cause nearly every State to make 
adjustments in its financing problems. Presently experience ratin 
is related to taxable wages. Many States have their reserves adjusted 
as a percentage of total taxable wages. These are very delicately 
balanced and it would be extremely difficult to make the changes neces- 
sary and at the same time avoid inequities. 

It would require State legislative action to make such changes. 
For example, tax rates in Kansas are related to the amount of reserves 
stated as a ep of taxable wages. By increasing the taxable 
wage base, the same dollar amount automatically becomes a smaller 
ratio and tax rates would increase, despite the fact that present rates 
— been adequate and were established following careful actuarial 
study. 

Satinateons they have proven sound for Kansas. It has been 
correctly noted that additional income is necessary in States which 
have recently experienced heavy drains against the reserves. I sub- 
mit to you, however, that the remedy for the insolvent condition of 
these States rests with the lawmakers of the respective States rather 
than the Congress. 

They presently have the freedom to increase the tax base or the tax 
rate or both if considered necessary. In fact 17 States with 50 per- 
cent of the covered work force presently have maximum tax rates in 
excess of the standard 2.7, while five others have expanded the tax base 
in excess of the $3,000 maximum. 

The Interstate Conference established a benefit financing commit- 
tee for the purpose of studying the tax problem from the point of 
view of benefit costs. The eminent economist, Dr. E. J. porting 
of Tennessee, a member of the staff of the agency there, is chairman o 
that committee. 

He has been associated with this program for many years and is 
an authority in the field of benefit financing and cost. He is assisted 
by associates from other States and the actuaries in the unemploy- 
— insurance section of the Federal Bureau of Employment 

urity. 

I Heliove this committee could do well to be guided by the results 
of this study, which we hope will be forthcoming before the end of 
the year. ference is frequently made to recommendations of the 
Federal Advisory Council on various matters pertaining to unem- 
ployment insurance. As might be expected, there is frequent dis- 
agreement on matters pending before the Council because of the dif- 
fering views of labor, management, and the public representation. 
Here is something they are in agreement on. 

The Advisory Council is recorded in opposition to increase the 
taxable wage base in October 1954 by a vote of 34 to 1 and again 
on October 3 and 4, 1956, unanimously. As recently as 1958 the 
Committee on Benefit Financing of the Federal Advisory Council con- 
cluded that each State must determine for itself the financing methods 
appropriate for that State. 
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It is my candid opinion that a tax increase of one-tenth of 1 per- 
cent on taxable earnings would be preferable to an adjustment in the 
tax base, that more funds would be obtainable, and that fewer adjust- 
ments would be necessitated by the several States. 

Furthermore, States should have the freedom of determining the 
best method of financing their unemployment insurance programs. 
This completes my presentation, Mr. Chairman, and I will yield to 

uestions now, or introduce our next speaker, Mr. William H. Farmer, 
the chairman of our legislative committee. 

The Cuarrman. We will conclude the testimony of the entire group 
before we ask questions. 

Mr. Morrison. Thank you. 

Mr. Farmer, of the Texas agency, is chairman of our legislative 
committee and will adress himself to the general subject. 

Mr. Farmer. Mr. Chairman, my name is William H. Farmer, ad- 
ministrator of the Texas Employment Commission and chairman of 
the legislative committee of this conference. 

I think for just a moment we should look at some of the funda- 
mentals in this program. In 1935 the Congress decided that unem- 
ployment had reached such proportions that there was a national 
interest in it. 

There was a national interest in this matter due to the volume of 
unemployment and Congress enacted the Social Security Act, which 
so to speak, as our charter, as our Magna Carta. Certainly this 
Congress could change it, but in 24 years I have heard very little 
objection to this basic law. 

ow, what were the principles enunciated there? One, that in 
order to get a national system there were a few Federal requirements. 
As a matter of inducements to the State there was a system of tax 
offsets, a provision that the money would be deposited in Washington 
in a trust fund. Otherwise the Congress at that time felt that the 
major issues in this program should be left to the determination of 
the States. 

There were no benefit standards. Benefits could have been $1 or 
$51. There were no standards with respect to tax except with respect 
to additional credit experience rating. That was left to the States. 
Why? Because it was felt that those closer to the problem were in 
a better position to determine the needs of their communities. 

There were different wage levels, different employment patterns, 
different economic situations. I think that is the crux of this whole 
issue. I think that is basic to our concept of Government—local 
ee ni for local problems. If that fundamental and original 
philosophy is to be changed it would seem that there should be some 
good and impelling reason to change it. 

This bill being considered in its public policy declarations states 
this: “That the Congress finds that the system of unemployment 
compensation as now constituted throughout the several states are 
failing to carry out the purposes of the Social Security Act.” 

I would infer from that that each Member of the Congress would 
be compelled to find that his State was failing, or if not his State, 
he would have to point the finger at some other State. To correct 
this supposed failure of the State this bill proposes to intervene in 
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State affairs, and I say State affairs because that is the present order 
of the Con , that States shall determine, in four principal areas: 

One, uniform flat duration of 39 weeks as opp to the present 
system generally in vogue of variable duration based upon attach- 
ment to the labor market. What are we insuring? What has the 
man lost? If he doesn’t want to work how long do we carry him‘ 

That is probably one of the most radical departures in this bill. 
That will be discussed by Mr. Harding, of Utah. 

The next item is that any individual’s weekly benefit amount will 
be 50 percent of his average weekly wage up to certain maximums. 
There is no State at the present time which has a formula providing 
less than 50 percent up to the maximum prescribed in that State. 

The next item is increase the maximum, the maximum to be in- 
creased to two-thirds of the average weekly wage in that State. I 
don’t think there is any objection to increasing maximums. That is 
related to a man’s earning power. I think that can best be deter- 
mined in the State according to what that State can afford. 

The fourth item relates to disqualification. It is all right to pay 
a man out of work through no fault of his own, but suppose he 
caused his own unemployment? How far should we go toward sub- 
sidizing this man? That will be discussed by Mr. Teets., Then there 
s an item relating to financing of the program in case the State goes 

roke. 

Those summarize the areas of intervention pro in this bill, but 
before it is decided that the Congress should intervene, should we 
not perhaps look at the record of the States. It has been said that 
the States have been somewhat laggard in meeting their responsibili- 
ties and therefore there should be some minimum standards to bring 
these laggard States up to a normal or average level, so to speak. 

That is not carried out in this bill. The minimum standards in 
_ this bill are twice as high approximately as the most liberal State, 
the State with the longest duration and highest benefit amount. 

How does.that fit in with the concept of bringing up a few laggard 
States? I would like to recite briefly, and I am not going to read 
all this statement, Mr. Chairman, in the interest of time, that at least 
half of the States have already this year, or in the closing months 
of last. year taken action to increase or improve the situation in their 
State. La 
Alphabetically, Arkansas has already enacted legislation to in- 
crease their benefit amount to $30 and increase the duration by & 
weeks, California to increase by 10. That is virtually an agreed bill. 
Colorado has already gone to $42 for an increased number of weeks. 

Florida increased substantially. I won’t read the whole roll of 
States, but I have a list here. - 

The CHamman. I think it would be well, Mr. Farmer, for the 
entire list to be in the record at this point. 

Mr. Farmer. Yes, sir; I will be glad to file it. 

The Cuamman. Without objection, that will be done. 
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(The material referred to follows :) 


Changes in unemployment compensation benefit amount and duration which were 
completed in 1958 and 1959 or are pending in 1959 


Maximum weekly | Maximum weeks 
benefit of duration 
Comment 


From— To— 


California Pending. 


Cc olorado 


Sexy 


Do. 


REESE SE 


Indiana 


Nebraska 
New Hampshire 


North Carolina 
North Dakota 


~— 


Temporary program extended. 


Pending. 


Duration change pending. 


Pending, 


38 
4\-47 


1 Indicates that oomefit i is lengthened whenever unemployment reaches a specified le 
is adjusted automatically as wages increase, (Utah and Wyoming adopted this 
ure Delores 


ADDITIONAL NOTES 


TUC program,—22 States, including 12 not among the 31 listed in the table, paid benefits for longer 


duration, financed either from advances of Federal funds under the Temporary Unemployment Compen- 
sation Act of 1958 (17 States) or from their own reserves (5 States indicated 3 

Alabama i = wa York 

Alaska *Ohio 

Arkansas Pennsylvania 

California Massachusetts Rhode Island 

*Colorado i West Virginia 
*Connecticut *Wisconsin 

Delaware 

District of Columbia 

Other legislative prospects.—12 States have not completed their legislative sessions, most of which wil! 
probably increase unemployment compensation benefits: 

Alaska Hawaii New Jersey 

Alabama Iowa Oklahoma 

Connecticut Maine Oregon 
District of Columbia Massachusetts Pennsylvania 


LEGISLATIVE ACTIVITY OF STATES, 1959 (WITH REFERENCE TO UNEMPLOYMENT 
INSURANCE) 


Alabama: Session begins in May. Expect to increase weekly benefit amount * 
by $3; to increase minimum disqualification period from 1 to 5 weeks; to deduct 
Pension; to increase maximum tax rate to 4 percent. May increase duration. 
by 6 ch ly to 26. 

Arizona: No important change expected. Increased weekly benefit amount. 
in 1958. Weekly benefit amount governed by formula. 


1 Weekly benefit amount when referred to refers to maximum unless otherwise noted. 
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Arkansas:? Adjourned. Increased weekly benefit amount by $4 to 30, and 
duration by 8 weeks, to 26. Increased qualifying wages from $210 to $300, and 
require wages in two quarters. 

California: Likely to increase weekly benefit amount by $10 or more, and to 
provide 50 percent extension of duration “triggered” at 7 percent unemployment, 

Colorado :? Increased weekly benefit amount by $7, to $42, with computation 
at 60 percent of worker’s wage and maximum weekly benefit amount on escalator 
at 50 percent of average wage; increased duration by 6144 weeks, to 32% and 
ratio of benefits to base year earnings from one-third to one-half; will deduct 
pension from benefits ; increased period of disqualification. 

Connecticut: Situation unsettled. May increase weekly benefit amount by 
$10 and may increase or extend duration. 

Delaware: No change expected, except to increase tax rates. (Weekly bene- 
fit amount was increased to $40 in 1958.) 

Florida: Session begins April 7. Likely to increase weekly benefit amount 
by $6, perhaps on an escalator; and to increase duration by 10 weeks, to 26. 

Hawaii: Likely to increase weekly benefit amount by $10 and duration by 
6 weeks; to increase qualifying wage requirement; may count pensions as 
deductible income. 

Idaho:* Adjourned. Enacted emergency extension of duration, triggered at 
6 percent unemployment if exhaustions are 10 percent over the 7-year average; 
require 30 weeks of work to requalify before second benefit year; will cover 
employees of the State government. 

Illinois: Likely to increase weekly benefit amount for some family classes, to 
provide emergency extension of duration triggered at 4,375 percent unemploy- 
ment; likely to increase maximum tax rate. Agreed. 

Indiana :* Adjourned. Increased weekly benefit amount by $3, to $36, and 
duration by 6 weeks, to 26; approved payment of SUB, exempt unemployment 
compensation benefits from State income tax. 

Iowa: Likely to adopt “variable maximum” benefit formula, ranging from 
$30 for single person to $44 for head of family ; to increase duration by 2 weeks, 
to 26; to count pensions as deductible income; to modify disqualifications. 

Kansas :* Enacted increase in weekly benefit amount of $6, freeing escalator; 
increased duration by 6 weeks, to 26; increased minimum disqualification period 
from-1 to 6 weeks. 

Require qualifying wages of 30 times weekly benefit amount. 

Maine: Likely to increase weekly benefit amount by $2; even chance to in- 
crease duration by 3 weeks. 

Maryland: No benefit changes. Increased taxes were enacted, with the 
maximum up from 2.7 percent to 3.7 percent. The “peril point”. was removed, 
whereby all employers would have paid 2.7 percent in 1959. 

Massachusetts: Likely to increase weekly benefit amount and duration. 

Michigan: Likely to increase weekly benefit amount by $1 or $2 for various 
family classes. 

Minnesota: May increase weekly benefit amount by $2; may increase tax rates. 

Missouri: Likely to increase weekly benefit amount by $5, and provide emer- 
gency extension of duration triggered by 6-percent unemployment. 

Montana :? Adjourned. Benefit increases were vetoed. 

Nebraska: “Agreed” bill will increase weekly benefit amount by $2, to $34, 
and duration by 6 weeks to 26. 

Nevada :* Adjourned, without significant change. 

New Hampshire: “Agreed” bill has passed both houses. Increases all. 
weekly benefit amount by $1 and maximum weekly benefit amount by $6, to $38; 
increases qualifying wage from $400 to $500. 

New Jersey: Likely to increase-weekly benefit. amount by $5 and duration by 
4weeks. Likely to strengthen disqualifications. 

New Mexico:? Adjourned. Increased weekly benefit amount by $6, to $36, 
duration by 6 weeks, to 30. 

New York:* Adjourned (weekly benefit amount was increased by $9, to $45, 
in 1958). Reduced coverage to any employer who pays $300 of wages in a quar- 
ter (now limited to employers of two or more) ; 26 uniform, three-fourths over 
half pay. — 

North Carolina: Expect to provide 8-week emergency extension of duration 
“triggered” by 9-percent unemployment (sure to pass). 

North Dakota:? Adjourned. Increased weekly benefit amount by $6, to $32, 
deleting dependency benefits. Benefit formula reduced from one-twenty-fourth 
to one twenty-sixth of high-quarter wages. ; 


2 Have enacted legislation and/or adjourned. 


Di 
sions 
alloy 
2.7p 

Ok 

by $: 

Ok 
crea: 

Or 

Pe 
some 
borré 

Rt 
depe 

So 
dura 
tax 

Te 
creas 
maxi 

Te 
waiti 

Ut 
creas 
now 

Ve 
at 50 
tion, 
quali 

W: 
dura 

We 
of Fe 

Wi 
$41, 
$42 v 
be on 
benet 

tion 
week 
O8 f 
incre 
ployr 

Un 
in 19 
show 
Consu 
Averag 

In 

In 

Ye: 

Ye 
$40 f 
hear] 


UNEMPLOYMENT COMPENSATION 203 


Duration increased by 4 weeks, to 24 weeks (uniform) ; will deduct all pen- 
sions from unemployment compensation benefits. Increased partial earnings 
allowance from $3 to one-half weekly benefit amount; increased tax rate from 
2.7 percent to 3.7 percent. 

Ohio: Enacted approval of SUB. Likely to increase weekly benefit amount 
by $5; may increase duration, or provide emergency extension. 

Oklahoma : Likely to increase weekly benefit amount by $7; even chance to in- 
crease duration by 4 weeks, to 30. 

Oregon: Likely to make no change, except to increase taxes. 

Pennsylvania: Likely to increase weekly benefit amount by $5; may close 
some “loopholes” by strengthening disqualifications. Enacted authorization to 
borrow $112 million from Reed loan fund. 

Rhode Island: No change expected (law amerded in October 1958—$36 and 
dependency allowances). 

South Dakota :* Adjourned. Increased weekly benefit amount by $5, to $33, and 
duration by 4 weeks, to 24, with “richer” duration formula. Increased maximum 
tax rate from 2.7 percent to 3.7 percent. 

Tennessee:* Adjourned. Increased weekly benefit amount by $2, to $32; in- 
creased minimum disqualification period from 1 week to 5 weeks. Increased 
maximum tax rate from 3 percent to 4 percent. 

Texas: Likely to increase weekly benefit amount by $5 to $7, and restore the 
waiting period. May increase duration by 2 weeks, to 26. 

Utah:? Adjourned (weekly benefit amount is already on escalator). In- 
creased duration by 10 weeks, to 36. (Range has been 15 to 26 weeks, and will 
now be 10 to 36 weeks, with ratio which increases with number of workweeks.) 

Vermont:?* Increased weekly benefit amount by $8, to $36, and put on escalator 
at 50 percent of average wages. Likely to provide emergency extension of dura- 
tion, triggered at 7-percent unemployment. Likely to increase minimum dis- 
qualification period from 1 to 4 weeks. 

Washington :* Adjourned. Increased weekly benefit amount by $7, to $42, 
duration by 4 weeks, to 30. Partial earnings allowance increased from $8 to $12. 

West Virginia: *? Adjourned without significant changes. Accepted extension 
of Federal temporary unemployment compensation. 

Wisconsin: Agreed bill will permit weekly benefit amount to reduce by $1 to 
$41, for last half of 1959. (Last year’s “emergency” increase from $38 to 
$42 was to expire July 1.) Thereafter the maximum weekly benefit amount will 
be on an escalator at 52 percent of average wages, adjusted twice a year. Weekly 
benefit amount should increase from $41 to $45 or $46 on January 1, 1960. Dura- 
tion will be increased from 26% to 34 weeks, with ratio of benefit weeks to work- 
weeks increased from 0.7 (which will apply only to the first 20 workweeks) to 
0.8 for weeks above 20. Maximum duration will require 45 workweeks. Will 
increase the qualifying requirement from 14 to 18 weeks. Will exempt unem- 
ployment compensation benefits from State income taxes. 


IMPROVEMENT IN STATE PROGRAMS SINCE 1958 


Unemployment compensation benefits in 1958 could buy 38 percent more than 
in 1939, and represent an increase of more than $8 in purchasing power, as 
shown in this table. 


Item 1939 1958 Percent 
change 
verage unemployment compensation benefit: 
$22. 16 $30. 55 +37.9 


MAXIMUM BENEFIT ENTITLEMENT 


Year 1938 : $16 for 15 weeks, $240 (nearly all States). 

Year 1959: Kansas (typical), $40 for 36 weeks—$1,040—4 times 1938; Utah, 
$40 for 36 weeks—$1,440=6 times 1938; most States, $35 for 26 weeks—$910= 
hearly 4 times 1938. 


2 Have enacted legislation and/or adjourned. 
39678—59——15 
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Sixty percent or more unemployed workers receive more than 50 percent of 
weekly wage. 

Mr. Farmer. I repeat that about half the States have already taken 
action. Others are considering action with favorable prospects of 
enactment. 

In Texas, for example, the Texas Manufacturers Association is 
sponsoring a bill to increase benefits by 25 percent. Going back to a 
question that has been discussed or referred to before, What is the 
situation now and then? There has been a 38-percent increase in the 
ar power of benefits paid since 1938 when these laws first 
started. 

The cost of living has about doubled. The average benefit amount 
in 1938 and 1939 was $10.66. In terms of 1958 dollars that would be 
$22.16. The average benefit amount. today is $30.55 nationwide. 

That represents an increase in purchasing power, not merely keep- 
ing up with the cost of living; on the average they can purchase more 
ty they could in 1938, more than merely provide the basic necessities 
of life. 

There is another aspect of this thing that hasn’t been referred to. 
In 1938 the almost universal entitlement of an unemployed man was 
$15 for 16 weeks—$240 if he were unemployed for that length of time. 
It is not just what he gets per week. Now what is the situation today! 
We are not talking about just the weekly benefit amount. How much 
money does he get when he is permanently unemployed? Take Kansas 
as atypical example. Just recently they increased their maximum to 
$40 for 26 weeks. Multiply that out and you get $1,040. That is over 
four times as much as that unemployed individual could have secured 
in 1938; over four times as much, with some States less, and some 
States more. 

Perhaps on the average it would run about $35 times 26 weeks, $910 
total entitlement ; nearly four times as much. 

Utah, which is not the most liberal one in this program, pays $40 
for 36 weeks, $1,440; six times as much as an unemployed man could 
get in 1938. Can it be said that these States have fallen down in keep- 
ing up with their responsibilities ? 

I would like to point out that 60 percent or more are meeting the 
standard of the President when he said that a majority of the workers 
ought to be entitled to 50 percent. 

Mr. Macurowrcz. How many States? 

Mr. Farmer. Sixty percent or more have covered workers. I don’t 
have that figure by States, Mr. Machrowicz. 

I think it might be higher if we were in a utopian society and could 
afford it, if perhaps we went further than we do, but I think the record 
bears out the fact that he States have well met their responsibility, that 
there is no reason to say they have failed, and that there is conse- 
quently no reason to impose Federal standards. 

Thank you, Mr. Chairman. 

Mr. Morrison. Mr. Chairman, our next speaker will be Mr. Curtis 
Harding, director of the agency in Utah. 

The CHamman. Mr. Harding, you are recognized, sir. 

Mr. Harprne. Mr. Chairman and members of the committee, I 
would like to take just a few moments, and I will make it brief, and 
talk relative to this problem of Federal minimum standard of uni- 
form duration. 
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At the outset I would like to state that at one time in the State of 
Utah we had uniform duration. We have an advisory council in the 
State, a very capable body. They have been studying this program 
through the years and some 4 or 5 years ago they changed from 
uniform duration to variable duration. I am going to give you the 
reason for that, but before I do so I would like to state that this 
principle is applicable throughout the United States. 

Our problem in Utah is that our highest cost of unemployment 
insurance through the years has not been recession unemployment, 
has not been the type of unemployment which results from mal- 
adjustment of individuals or communities, but it has been the cost 
attributable to seasonal unemployment. These claimants come in year 
after year and draw benefits not because they are out of work because 
of maladjustment or recession, but because of their recurring year-to- 
year employment and unemployment patterns, so we had to change 
our law. 

We made a number of studies and we changed from a uniform 
to a variable duration system in order that we might give more bene- 
fits to this group of individuals you talked about earlier today who 
were deemed to be family heads. 

Now, again in 1956 this same advisory group, equally representa- 
tive of management, labor, and with public representation, found the 
recession indicated that we still were not providing ample protection 
for the family head, for the individual who experienced unemploy- 
ment of long duration during the time of ‘recession. 

As I say, it is different in different States. 

Up in the Northwest you have seasonality in your lumbering indus- 
try. Down in the South I don’t know what it is, but I know they 
have a lot of individuals who work less than 12 months or less than 6 
months, a lot of them by choice. They have geared their employment 
practice to obtain this type of employment. 

We found out in Utah that we could not accept the Federal ex- 
tended benefit payment program because it would pay benefits to 
this type of person who comes in — after year, and the cost would 
be extremely heavy, so excessive that we could not afford to tax our 
Utah employers that have to provide the money necessary to pay 
the benefits. 

Let me give you an example of who they’ are in Utah, and you can 
apply it to your own States. We have a very heavy tourist industry. 
We hava a Jot of motel maids. We have a lot of girls in cafes, most 
of them married women who, during this tourist season, accept these 
jobs. We have a pretty heavy food. processing industry, so we have 
a lot of women, mostly housewives, who process tomatoes and fruits. 
They have worked for a period of time, 19 to 20 to 25 weeks. | 4 

We decided there should be some compensation for those individ- 
uals, but. our own legislature that has analyzed this problem did not 
believe that they should be working for a period of 19 to 20 weeks 
and then for the balance of the year receive benefits, which would 
pertain if these Federal standards were adopted. 

Let me give you an example of what would happen under the pro- 
posed Federal standards if they were adopted. ' 

First of all, let me talk with respect to our law. We made 33 
separate studies before we reached any conclusions, These were very 
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careful studies. These were analyses of our economic situation. These 
were actuarial studies. 

I am going to take about 2 minutes to give you the results of one, 
an exhaustion study to show you the type of studies they were. We 
studied our claimants who were drawing benefits. We studied those 
who were exhausting benefits. We determined how long they were 
unemployed after = exhausted benefits. 

This is what we found out: Four months after exhaustion, 52 
sage: of them were reemployed. Sixteen percent had withdrawn 

rom the labor market. Thirty-two percent were still unemployed. 

Let me skip some other information and just give you a sex figure. 
This shows your problem. 

The Cuarrman. Would it inconvenience you for Mr. Alger to ask 
a question at this point? 

r. Harpine. I would be very happy to have him do so. 

Mr. Arcer. I wonder if this information could be included in the 
record at this point as part of his testimony. 

The CuHarrman. Yes. He is giving it to us in the record now. 

Do you want to include something additional ? 

Mr. Harprne. Let me show you what our problem is that points up 
our seasonality problem. 

A lot of seasonal workers are women. Here is the result of the 
exhaustion study conducted in 1956. Of our working force, 25 per- 
cent of them were women. Of our total claimants, 41 percent were 
women. Of our exhaustees, 52 percent were women. 

Now, we have a lot of other figures, but that is something that is 
interesting to keep in mind. Remember that this is 25 percent in the 
labor force, 41 percent of our claimants, and 52 percent of our ex- 
haustees are women. 

Were they married or single? 

Twenty-five percent of our married females exhausted their bene- 
fits. Only 8 percent of our single females exhausted and only 10 per- 
cent of our males exhausted their benefits. 

Now, as I say, that is a result of only 1 of 33 studies that were made, 
but as a result of all of these studies, this advisory group that is mak- 
ing recommendations to our legislature reached this conclusion: We 
must do something to protect this family head. Give him more bene- 
fits. He is not receiving the protection which he should have, so our 
legislature this year adopted provisions whereby an individual could 
receive, if he works for 43 weeks or more during his base period up to 
36 weeks of protection. 

It used to be 26. It becomes 36 weeks as of July of 1959, July of 
this year. Under this new provision which we have adopted, we have 
given protection to the man that should be protected. 

Now what else did they do? They also recognized that perhaps 
maybe some of the short-time workers were receiving even more than 
they should be receiving, so they reduced duration with respect to 
some of these individuals, but even under the reduced provisions, still 
we will pay at least 1 week of benefits for 2 weeks worked. 

Again that example I was going to give to you as to why this had 
to be done: Under our provisions 19 weeks of work makes a man eli- 
ye for benefits. Under our law a man can work for 19 weeks and 

e can get $80 a week, which will give him total earnings of $1,520. 
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Under this new law, even at the minimum he is going to get 10 weeks 
of insurance, $40 a week, or $400. He earns $1,520. He can get $400 
in total benefits. 

What would he get under Federal standards? “He earns the same 
$1,520. He could receive $2,028, 39 weeks of benefits at $52 a week. 
The only catch is, there is not that many weeks left in the year. But 
this is what would happen in our State and in other States that would 
have this problem under the proposed Federal standards, 

I am using this example of the man who earns $80 a week, but an 
figure can be substituted. You can receive $80 per week for the 1 
weeks you are working and for the next 33 weeks, year after year, 
you are going to receive $52 per week. 

Can you afford to subsidize that type of an individual if he exists 
throughout the Nation. We think this is dangerous, We think that 
there is considerable consideration to be given to this before it is 
adopted, before you create a situation where, throughout this Nation, 
an individual can work for 19 or 20 weeks and then for the balance 
of the year continue, ad infinitum, to receive benefits. 

Thank you. That concludes my statement. 

Mr. Morrison. Mr. Henry Kendall from the State of North Caro- 
lina will address himself to the committee next. 

The Cuarrman. Mr. Kendall, you are recognized, sir. 

Mr. Kenpatt. Mr. Chairman and gentlemen of the committee, I 
have been asked to talk in support of the conference position with 
reference to the eligibility requirements—I say restriction, of base 
period wages and employment as projected in H.R. 3547 and also 
with reference to the financing provisions of the proposed standards. 

My State of North Carolina, along with six other States, has a flat 
annual wage qualification for benefits. These seven States would not 
meet tar of the following three tests provided in the standards bill, 
namely : 

*4) Required base period of wages no greater than 30 times 
the individual’s weekly benefit amount, or no greater than 

(2) One and one-half times his high quarter work wages, or 

(3) No greater than 20 weeks of employment in his base period. 

Therefore, the requirement that a State law must meet one of these 
three tests would negate the laws of seven States with respect to base 
period requirements, resulting in the forcing of these seven States to 
repeal and rewrite such State laws. No State would be permitted to 
have an annual wage formula, 

Conforming to this, coupled with other benefit standards as re- 
quired by the bill, would create what appears to me to be a ridiculous 
situation when applied to my State, and the same would apply in 
principle to other States. 

For example, should we in North Carolina go to a formula of base 
period wages of 30 times the weekly benefit amount for proposed 
maximum entitlement of $41 for 39 weeks an individual with earnin 
of 30 times $41, or $1,230, would have and could be paid $1,599 in 
benefits, or $369 more in benefits than his base period earnings. 

Our own minimum benefit is $11 for 26 weeks. We are a uniform 
duration State and have been paying 26 weeks since 1951, based on 
an _— or four-quarter earnings of $500 to secure this $11 for 26 
weeks. 
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Under the proposed standards with a minimum of $11, a 30 times 
requirement would necessitate earnings of only $330, and based on such 
earnings an individual receiving the $11 minimum could and would 
receive a total in benefits of $429, or $99 more in benefits than in 
earnings. ‘These are a group of seasonal workers primarily involved 
in this lower earning group. 

We have in our ‘State a large number of tobacco workers, highly 
seasonal, who may work 15, 16, 17 weeks, and their earnings are for 
the year. They take part in agriculture and other pursuits during 
the other time when they can secure work. 

- Just a few more words about what this provision would do. 

My State and some of the other States would be forced to qualify 
individuals who now do not qualify as they are not considered, and in 
reality are not, in the labor market. Some States would be forced 
to pay benefits for 39 weeks, whereas now the individual does not 

ualify. 

’ Now, with reference to financing, I am certain that a number of you 
gentlemen recall all the hearings and resulting arguments prior to 
the enactment of H.R. 5173, spoken of as the Reed Act, but which was 
formerly the Mills-Mason bill. 

The standards being considered would repeal the Reed Act. I say, 
gentlemen, that H.R.5173 is a good piece of legislation. It is 
strengthening and advances the employment security program. It 
placed the responsibility where it should be, with the States. 

Previously the Reed Act earmarked all the Federal] unemployment 
tax only for employer security purposes. It set up a loan fund of $2 
million from the excess collected in Federal employment taxes. After 
that, the excess was distributed back to the States on a pro rata basis. 
It placed the responsibility with the States where it should be. 

For how many years have you and I heard about loans versus 
grants. It has come up periodically and will probably be coming 
up 15 or 20 years from now. 

A loan carries an obligation to balance your income and expendi- 
tures and repay the moneys that you have spent and owe by prudent 
legislation, planning, and administrattion. A grant or outright gift 
encourages the State not to balance income and expenditures. To 
spend what you want to and you will be given more, and an outright 
payment of benefits, does not ask for nor should it expect wise and 
prudent legislation or administration by a State. 

After repealing the Reed bill, H.R. 5173, provision is made by the 
bill under discussions for grants to the State with depleted unemploy- 
ment trust funds under certain conditions: 

(1) The balancing of the State’s trust fund at the beginning of a 
calen er quarter is less than the amount paid out during the preceding 
6 months. 

(2) A State is not eligible for a grant with respect to any taxable 
year after December 31, 1961. 

The balance of the State’s fund on the State’s tax computation date 
for the year was less than the greater of 6 percent of the most recent 
annual taxable payroll in the State or the amount of benefits paid out 
in any of the 2 preceding years, and the minimum tax rate in the State 
during the year was less than 1.2 percent. 
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After 1966 the condition in (2) must be met for the 5 preceding 


ears. 
r (3) The amount of a grant would be three-fourths of the excess 
of the benefits estimated by the Secretary of Labor to be payable dur- 
ing the calendar year for which the grant is made, over 2 percent of 
the taxable payroll for the quarter. 

Appropriations to the Federal unemployment account for the pur- 
pose of the grants are authorized. 

Gentlemen, you will note that I have purposely left out the word 
“reinsurance” in connection with the word “grant” as such word has 
been misused in this and other bills and other arguments and discus- 
sions we have had up here. I have never understood why the word 
“reinsurance”; there is no reinsurance principle that I can possibly 
see as reinsurance is used by our insurance companies of the Nation, 
so I have left out the wed “reinsurance” in connection with grant. 
I just speak of it as grant, as such word is misused and, to say the 
least, is misleading in this bill. : 

I speak in opposition to your giving the States spending authority 
through a grant without giving to them the responsibility and the 
authority to produce or raise the funds which they so spend for bene- 
fits. This would violate the integrity of our operation and certainly 
would be very tempting to States to be, you might say, dishonest or 
impose upon the good graces of the Federal Government. 

We know that costs are different State by State for benefits. Costs 
also differ State by State for public education, higher education, high- 
way programs, welfare programs, and a host of other State services 
and programs. There is nothing wrong with this. 

I ask you, do we say and agree that all government programs in 
all the States should be and cost the same, thereby having the same 
State income taxes, sales taxes, property taxes, school taxes, and the 
like in order that the cost of all State governments would require the 
same tax rate, and in so doing eliminate tax competition. 

I was very much interested in the remarks about competition and 
how it affects industry. I can truthfully say and honestly say to you 
gentlemen that within the recent months since we have had some new 
industry that has decided to come to North Carolina I have talked 
to some of the top officials of these larger companies, medium size 
companies, and some of the smaller companies, and they tell me that 
the tax rate in this program had no effect upon their decisions to come 
to the State of North Carolina. They checked our program. They 
saw we had a sound administration in their opinion, that we had a 
stable government over the recent period of years, that they knew 
what to expect from this program, our revenue program, our highway 
program, our educational program, our ees cence by our legis- 
lature. They knew what to expect and they wanted to get where 
there was a stable government and that was the influencing factor. 

Do we wish to completely socialize the cost of the unemployment 
insurance program, thereby having identical programs in all States 
and identical program costs in all States, and with respect to those 
States which are not financially able to pay the cost of these identical 
Federal and enforced standards, are we going to give all the funds 
needed to pay such costs, esa full well that funds for such grants 
must be taken by the Federal Government from the other States? 
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Before you know it, based on such encouragement and generosity, 
all States may conclude that they have no alternative but to spend 
most freely the gift which you have forced upon them. 

Under the conditions of this bill, a State could pay benefits of full 
wages up to a full year with no limits on what is paid. With the 
State keeping their own funds depleted, with the Federal Government 
continuously paying three-fourths of such State expenditure, a State 


might be tempted to use such a procedure or such a scheme to keep - 


their economy going through the use of Federal funds. 

Thank you, Mr. Chairman. I will be glad to answer any questions. 

Mr. Morrison. Our next speaker, Mr. Chairman, is Mr. Bernard 
Teets, the director of the agency in the State of Colorado. 

Mr. Cuarrman. Mr. Teets, you are recognized, sir. 

Mr. Trers. Thank you. 

Mr. Chairman and members of the committee, my name is Bernard 
E. Teets. Iam executive director, Department of Employment, State 
of Colorado. 

Your committee, Mr. Chairman, and yourself have been very patient. 
I had about 22 points that I was going to talk on. I am going to cut 
it down to about three. I think these three points are worthy of your 
consideration. 

First, in order that you may appreciate a little better my perspective 
with regard to the program, I want to say that I have been in it for 
about 23 years and I have watched it grow. So far as Colorado is 
concerned, we started out with $15 for 16 weeks. Our law presently 

rovides for $42 for 3214 weeks, but this bill before you says in effect, 
if I understand it, that this is not good enough, and the question that 
arises in my mind, and I think in fairness to the people in our State 
that developed this program, is, Wherein have we failed? 

By any test, if we have failed at all, it is merely because we have 
not provided for flat duration, that we have not provided for the 
payment of benefits regardless of the amount of wages that a man 
has earned. 

I want to talk specifically for a moment about one of the provisions 
in this bill which says in effect that a State cannot have any disquali- 
fications, and I say to you that this is morally wrong. 

This bill says in effect that a State can’t have a provision in its 
law that will penalize a man for stealing from his employer. You 
can’t have a provision in the law penalizing for voluntary quits. You 
can’t penalize him, or if he is guilty of misconduct connected with his 
work there shall be no penalty, and I say to you that it is this sort of 
thing that has received most of the publicity regarding this program 
and has brought. it into disrepute, and TI say to you that if we are 
going to accomplish the objectives that people are talking about in 
trying to give more adequate benefits for a longer period of time to 
unemployed workers, you have to have disqualifications in order to 
keep the very relatively small number of people from chiseling on the 
program in order to provide these additional benefits, 

Regardless of what the need may be or what you feel a man ought 
to receive, there would seem to be no good reason for having a Federal 
standard saying that regardless of the fact that a man is solely re- 
sponsible for his unemployment, there shall be no penalty. 
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The other point that I want to comment upon is the matter of the 
application of Federal regulations on a State agency. I quote in 
part from the bill— 

* * * shall be made on such forms and contain such information and data, fiscal 
and otherwise, concerning the operation and administration of State laws the 
Secretary deems necessary or relevant to the performance of his duties hereunder. 

This throws a great big chill into me and I suppose most other peo- 

le from other States, for under this guise Bord kndws what would 
be expected of a State, and if you question this, may I call to your 
attention that at the present tiine under the guise of the regulatory 
authority given, the Secretary of Labor, for the maintenance and 
establishment of a public employment service throughout the United 
States, he is in the process of issuing standards affecting domestic 
migratory labor, in the areas of housing, trausportation, and even 
wages. 

In conclusion, I want to say that it seems to me that much of the 
difficulty that has arisen with regard to whether or not the States 
have kept pace, whether or not they have filled their obligation to the 
people, hinges on this one point: the matter of flat duration. If 
you take that out, and that 1s where a man can earn a little money 
and draw a lot, a little difference exists. 

You know, initially in this program we gave a lot of thought and a 
lot of emphasis was placed on the fact that this was an insurance pro- 
gram, that a man ought to earn his benefits and be able to go in and 
draw them as a matter of right, that it shouldn’t be a weolthte pro- 
gram. We have subscribed to that. I still believe in it. 

I think it is important. I think it is important to the men and 
women that lose their jobs through no fault of their own and come 
in and can hold their head up and say “This is mine. I earned it.” 
You can’t do that if you go to this flat duration and say that if he 
works a little while he can draw a lot money. These people that you 
are trying to do this little thing for, this flat duration, are the minor- 
ity and by incorporating it, you are destroying the integrity of the 
program for the majority. It is bad for the program. 

Thank you kindly. 

The Cuairman. Gentlemen, it is quite evident that we cannot con- 
clude your full presentation, including questions and answers, before 
we have to adjourn for the noon hour, so if it is agreeable with you, 
we will adjourn and expect you back at the witness table at 2 o’clock 
this afternoon. 

Without objection, the committee will adjourn until 2 o’clock. 

(Thereupon, at 12:20 p.m., the committee recessed, to reconvene at 
2 p.m., same day.) 

AFTERNOON SESSION 


The CuairMan, The committee will please come to order. 

Gentlemen, Mr. Machrowicz desires to ask some questions of you. 

Mr. Macurowicz. Mr, Chairman, it is pretty difficult to ask ques- 
tions of all four members, so I will direct my questions to Mr. Morri- 
son. I believe he is the chairman of the group. If any of the ques- 


tions relate to any other members, or if they care to answer, I would 


be happy to have it handled that way. 
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First of all, may I ask whether or not you have assembled those 


figures which I have asked for as to the percentage of the labor work. 


force ? 

Mr. Morrison. No. They are being assembled, Mr. Congressman. 

Mr. Macurowicz. You do not have them yet? 

Mr. Morrison. I do not have them yet. I am assured that we will 
have them this afternoon. 

Mr. Macurowicz. I am sure you agree with me, do you not, that 
more important than numbers of States is the question of what per- 
vr of the work force is represented by these States? Is that not 
right! 

Mr. Morrison. In the conference, of course, each member State has 
the same vote in that organization. 

Mr. Macurowicz. Of course; I understand that. That is probabl 
the reason for my comment. As far as the practical effect is concerned, 
we would like to know what percentage of the labor force is repre- 
sented by these people who have expressed their views. They think 
it is important. 

Mr. Morrison. Yes, it is important. 

Mr. Macurowicz. You gentlemen, as I understand, are State of- 
ficials, all of you, either appointed by your respective bodies or other 
bodies or elected by the State. 

Mr. Morrison. Yes. 

Mr. Macurowicz. Do I understand these statements that you have 
made today represent the views of your State bodies? Or your per- 
sonal views ? 

Mr. Morrtson. Speaking for myself, sir, they represent the views 
of our agency. 

Mr. Macurowicz. Your agency ? 

Mr. Morrison. Yes. 

Mr. Macnrowicz. You do not for a moment, in your field, state 
, that these are the views of your Governor ? 

Mr. Morrison. I have not discussed them with the Governor. 

Mr. Macnrowicz. I read to you, then, his telegram. Telegram from 
George Docking, Governor of Kansas: 

I respectfully urge the strengthening of the unemployment compensation sys- 
tem through Federal legislation which would standardize the minimum standards 
among all the States. 

Sincerely, 
GrorGE DocKING, 
Governor of Kansas. 

You recognize that those are his views, do you not ? 

Mr. Morrison. For the first time, since you have read it to me. 

Mr. Macurowicz. You had not known it? 

Mr. Morrtson. I had not. 

Mr. Macnrowicz. You feel that he, being the highest elected official 
of that State, is probably in a better position to speak for his State 
than you are; is that not right ? 

Mr. Morrison. Yes, of course. 

_Mr. Macnrowricz. I might state to you also that I have here tele- 
grams, letters, or statements from 15 Governors of various States of 
the United States, representing 43.4 percent of the work force, each 
one wholeheartedly endorsing Federal standards as suggested in the 
bill introduced by Mr. Karsten and myself. . 
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And, Mr. Chairman, I think it is proper to have these telegrams 
and letters introduced into the record at this point. 

The Cuarrman. Without objection, they will be included at this 
point in the record. 

(The telegrams and letters referred to are as follows :) 


Topeka, Kans., March 28, 1959. 
Hon. JOHN F.. KENNEDY, 
Senate Office Building, Washington, D.C.: 

I respectfully urge the strengthening of the unemployment compensation sys- 
tem through Federal legislation which would standardize the minimum standards 
among all the States. 

Sincerely, 
GEORGE DOCKING, 
Governor of Kansas. 


LINCOLN, NesBR., March 23, 1959. 
Senator JoHN KENNEDY, 
Senate Office Building, 
Washington, D.C.: 
We are heartily in favor of the strengthening of the unemployment compensa- 
tion act as set forth in your telegram of March 21. 
Sincerely, 
G. Brooks, 
Governor, State of Nebraska. 


Des Mornss, Iowa, March 24, 1959. 
Hon. JoHN F. KENNEDY, 
Senate Office Building, 
Washington, D.C.: 

I strongly support proposed legisiation to establish minimum standards for 
unemployment compensation applicable in all States. Have requested permission 
to present testimony on House bills embodying these proposals on Monday, 
April 13. 

Warm personal regards. 

HerscHet C. LOvELEss, 
Governor of Iowa. 


Harrissure, Pa., March 24, 1959. 
Senator Joun F. KEnNeEpy, 
Senate Office Building, 
Washington, D.C.: 

The only meaningful way to improve unemployment insurance satvuniiay 
to combat future national recessions more effe¢tively, to provide equal protec- 
tion to workers wherever they live, to remove the tax handicaps now being 
suffered by employers in States with high standards like Pennsylvania, is to 
require agreed upon national minimum standard for unemployment compensa- 
tion similar to those recommended by Federal Advisory Council to Secretary 
Mitchell and I understand embodied in your bill S. 791. 


Davin L. LAWRENCE, Governor. 


Sr. Paut, Minn., March 24, 1959. 
Senator Husert HUMPHREY, 
Senate Office Building, 
Washington, D.C.: 

This is the text of the telegram which was sent to Gov. Leroy Collins: 

“I urge the passage of S. 791 to establish minimum Federal standards for 
jobless pay benefits. The effects of the 1957-58 recession still hang over nearly 
5 million unemployed Americans. The hardships to the people and the depress- 
ing effect to the community as a result of the cutback in the flow of earnings 
eall for positive action to strengthen unemployment compensation on a national 
level—thus ending the tendency to use low benefits as a means to encourage 
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industry to move to those States with low benefits. Such action has been 
recommended by any number cf important economic studies. Establishment of 
Federal standards will stabilize the unemployment compensation programs of 
States to enable the unemployed to find jobs without suffering disastrous loss of 


savings and property.” 
OrvILLE L. FREEMAN, 
Governor of Minnesota. 


CotumsBus, On10, March 26, 1959. 
Hon. Joun F. KENNEpY, 
U.S. Senate, Washington, D.C.: 

We are firmly of the opinion that minimum standards governing benefit pro- 
visions of the State unemployment compensation should be adopted by the 
Congress. 

For almost 5 years now, the President of the United States has urged the 
States to amend their laws so that the majority of workers can receive one- 
half of their normal weekly earnings when unemployed, yet very few States 
have complied. Benefits fail to meet reasonable standards of adequacy in a 
majority of States. This, in turn, creates a competitive imbalance which has a 
depressing effect on each individual State which seeks to meet reasonable 
standards. 

We feel that this continues to defeat the intent and purpose of the unem- 
ployment compensation system and that the only remedy will be through con- 
gressional action. We urge this at the earliest possible moment. 

MIcHAEL V. D1 SALLE, 
Governor of Ohio. 


CHEYENNE, Wyo., March 24, 1959. 
Hon. JoHn F. KENNEDY, 
U.S. Senator, 
Senate Office Building, Washington, D.C.: 

Urgently request favorable consideration of H.R. 3547 and S. 791 to require 
each State to adopt same minimum standards and extend payment to a 30- 
week period by amendment of Federal Unemployment Compensation Act. Higher 
benefits of longer duration is only solution for individual hardships created 
by loss of jobs. 

J.J. (Joe) Hickey, 
Governor of Wyoming. 


OLtyMPIA, WASH., March 24, 1959. 
Senator JoHN F. KENNEDY, 
Senate Office Building, Washington, D.C.: 

Endorse principles of Senate 791 and companion House bills but feel that time 
is needed for comprehensive study of impact of this legislation on our present 
State unemployment compensation law. Complexities of bills make definite 
stand difficult at this time. Specifically concerned about 39-week minimum 
duration and financing provisions. 

D. 
Governor, Washington State. 


Senator Joun F. KENNepy, 
Senate Office Building, Washington, D.C.: 

Please convey to Members of the Senate my unqualified support for S. 791. 
The achievement of realistic benefit levels and duration have been held back 
by drum beating competition to hold down tax rates and benefits. Everyone 
agrees that we must preserve our Federal-State system but despite annual 
pleas by the President over the last 5 years State response has been less than 
sufficient and only the stimulation of Federal basic minimum standards will 
make our unemployment insurance practical and effective. While States are 
intimately involved, both the cause and effect of unemployment are national 
in scope as the last recession has only too well pointed out. Federal responsibility 
consequently is patent. Reinsurance provisions of 8. 791 strengthen the partner- 


shit 
succ 


— Sen 
Was 
ploy 
and 
witl 
Seng 
Was 
uner 
ards 
caus 
dust 
stan 
Sena 
Sena 
Was. 
Is 
stan 
favol 
is ne 
stant 
Hon. 
U.S. 
Wasi 
Hon. 
Chai 
US. 
Se 
ployn 
by 
prog 
We a 
woul 
cause 
Senat 
ployn 
gram 
Iti 
of un 


UNEMPLOYMENT COMPENSATION 215 


ship between the States and the Federal Government which is so vital to 
successful defense against both inflation and a depression. 
G. MENNEN WILLIAMS, 
Governor of Michigan. 


Hartrorp, Conn., March 23, 1959. 
Senator JoHn F. KENNEDY, 
Senate Office Building, 
Washington, D.C.: 

I consider legislation setting up nationwide minimum standards under unem- 
ployment compensation act necessary both in the interest of national economy 
and fairness. Agree such legislation has long been needed and should be enacted 
without further delay. 

ABE RIBICOFF, 


Governor of Connecticut. 


AvueusTA, MAINE, March 23, 1959. 
Senator JoHN F. KENNEDY, 
Senate Office Building, 
Washington, D.C.: 

I strongly endorse the proposal to establish uniform minimum standards for 
unemployment compensation throughout the Nation. Adoption of such stand- 
ards would lessen the impact of recessions on communities and reduce hardship 
caused by loss of employment. It also would eliminate any tendency for in- 
dustries to move to low benefit States. I believe that establishment of minimum 
standards for unemployment compensation in all the States is imperative. 

CLINTON A. CLAUSON, 
Governor of Maine. 


SACRAMENTO, CALIF., April 1, 1959. 
Senator Joun F. KENNEpy, 
Senate Office Building, 
Washington, D.C.: 

I support 8S. 791 and corresponding congressional bills to establish minimum 
standards under the provisions of the Federal Unemployment Insurance Act. I 
favor raising such standards at least to those now prevailing in California. This 
is necessary to protect from unfair competition those States where equitable 


standards now prevail. 
EpMuUND G. Brown, 
Governor of California. 


Hon. Ernest GRUENING, 

U.S. Senate, 

Washington, D.C. 

Hon. Harry F. Byrp, 

Chairman, Senate Finance Committee, 
U.S. Senate, Washington, D.C.: 

Senate bill 1323, highly preferable to House bill on temporary unem- 
ployment compensation. It is essential that cost of such programs be covered 
by grants rather than loans. Including of workers not covered under State 
programs wil create some administrative problems but can be administered. 
We do not believe this provision essential but have no objection to it. This bill 
would to some degree alleviate distress and unemployment in Bristol Bay area 
caused by Federal closure of fishing this year. We endorse and recommend 
Senate bill 1323. This bill would help solve immediate problems due to unem- 
ployment. For permanent improvement in the unemployment insurance pro- 
gram we recommend passage of Kennedy bill S. 791. 

J. WApE, 
Acting Governor of Alaska. 


It is clearly desirable that more uniform standards apply in the administration 
of unemployment compensation programs throughout the United States. Widely 
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varied rates, duration periods and coverages give an unfair advantage to States 
which have enacted substandard laws. 
Foster FuRCOLO, 
Governor of Massachusetts. 


MEMORANDUM SUBMITTED ON BEHALF OF THE HONORABLE Ropert B. MEYNER, 
GOVERNOR OF THE STATE OF NEW JERSEY, TO THE HONORABLE Dwicut D. EISEN- 
HOWER, PRESIDENT OF THE UNITED STATES, CONCERNING WAYS OF STRENGTHEN- 
ING THE REGULAR FEDERAL-STATE UNEMPLOYMENT COMPENSATION PROGRAM 


New Jersey is one of the States in which serious unemployment has persisted 
despite the recovery that has occurred in many segments of the national economy. 
Moreover, the best estimates obtainable from the staffs of the various State 
agencies concerned with the matter indicate the likelihood of a continuing rela- 
tively high level of unemployment in New Jersey throughout 1959. In part, the 
unemployment problem in New Jersey, as in other States with a similar indus- 
trial structure, is due to the rapid increases that have occurred in output per 
man-hour, and to a continued lag in recovery in some of the durable goods in- 
dustries. 

It is clear that the unemployment which resulted from the 1958 recession is 
not a local or State condition but is national in origin and scope. All of the 
major economic factors which bear on the matter of unemployment such as rates 
of economic growth, inflation, fiscal and credit policies are essentially national 
in character. 

The regular unemployment compensation program, while administered by 
State agencies under the provisions of State laws, was intended to deal with 
national as well as local problems and this intent is reflected by the Federal 
Government's role in the program The increasing concern of the Federal Gov- 
ernment with the national aspects of the unemployment problem, and the extent 
to which it might be alleviated by unemployment compensation is confirmed 
by the invitaiton to the executive committee of the conference of Governors to 
confer on the problem. 

What is needed is fundamental strengthening of the present Federal-State 
unemployment compensation program, and the necessary improvement cannot 
he achieved without action by the Federal Government. 

_ During the 1958 recessiion the inadequacy of the weekly benefit amounts has 
been attested by the fact that the system has compensated only about 30 percent 
of the wages lost because of unemployment. This inadequacy of duration of 
regular benefits was recognized by the request to Congress last year to enact a 
temporary program to make possibie the extension of duration by 50 percent. 
Moreover, the States were repeatedly urged to improve the adequacy of their 
unemployment compensation programs by raising weekly benelit amounts and 
extending duration. 

While some recommended improvements have been made in State unemploy- 
ment compensation laws, the most urgent ones have not. It is necessary to ex- 
amine the reasons why they have not been accomplished. It is probably not be- 
cause of any lack of desire on the part of the Governors or the State legislatures 
to correct the deficiencies which most would admit exist in the State laws. When 
the attempt is made, however, to secure enactment of legislation to improve the 
State unemployment compensation laws the issue of interstate competition is 
inevitably involved. 

When any one State considers improving its unemployment compensation pro- 
gram there is no guarantee that other States will do so at the same time and to 
the same degree. This has led to the objection that higher benefits would re 
sult in higher contribution rates, which in turn would place employers in an 
adverse position to compete with industries in States which do not improve 
their programs. During periods of high unemployment, matters relating to 
economic growth and development in the States become issues of paramount im- 
portance. The risk that a change in the State law will adversely affect the eco- 
nomic climate of the State is naturally given considerable weight by State legis- 
lators. 

If the improvements in the unemployment compensation program which have 
been urged on the States are to be achieved, it is essential that the problem of 
interstate competition be eliminated. This can best be done by establishing 
additional standards in the present Federal-State unemployment compensation 
system so as to place a floor under the benefits which any State may provide. 
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By setting minimum standards for benefit amounts and duration, the Federal 
Government would make it possible for the States to carry out their responsi- 
bilities in the unemployment compensation field without their running the risk 
of placing their business communities at a significant competitive disadvantage. 

The establishment of Federal minimum benefit standards represents no de 
parture from the basic principles of the present Federal-State unemployment 
compensation program. As originally established, the Federal-State unemploy- 
ment compensation system included Federal standards with respect to such 
matters as prevailing wages and working conditions, labor disputes disquali- 
fications, benefits payment procedures, appeals procedures, experience rating 
systems, and personnel merit systems. 

What is needed now is to extend this basic approach to cover such matters as 
weekly benefit amounts, duration of benefits, eligibility and coverage provisions. 

Moreover, the States are not self-sufficient and fully diversified economic units, 
and as a consequence some of them are subject to severe unemployment rates 
and excessive drains on their funds. A system of Federal reinsurance for State 
unemployment trust funds should be established to meet this problem, which 
no State can solve alone. 

There has already been recognition of the need for such a program, as evi- 
denced by the establishment of the Federal unemployment account from which 
advances may be made to States whose unemployment trust funds have declined 
to the point which endangers the continuation of benefit payments. Experience 
has revealed clearly that these present provisions are incapable of solving the 
problem. Thus, to enable the States to meet the problem, the Federal Govern- 
ment should offer them the alternative of participating on a voluntary basis in a 
Federal reinsurance fund of the kind suggested, so that each State would not be 
required to levy contributions on its employers in amounts adequate to meet all 
possible contingencies. 

It is to be hoped that steps will be taken promptly to secure enactment by the 
Congress and the State legislatures of a program which would make the funda- 
mental improvements in the unemployment compensation system that our 
economy requires. Yet, such action alone cannot fully solve the immediate 
problem with which many States are confronted. 

In the State of New Jersey, 27,400 workers whose regular unemployment com- 
pensation benefits have been exhausted will be denied further benefits as of 
April 1 when the present temporary unemployment compensation program ex- 
pires. An average of 2,400 additional workers will exhaust their regular benefits 
every week thereafter during 1959. Moreover, there are a minimum of 42,000 
unemployed workers in New Jersey who have not been entitled to unemployment 
compensation because their past employment was of a type which was not cov- 
ered by the unemployment compensation program. 

Unemployed workers who have exhausted their benefits or who have not been 
entitled to benefits because they have worked in noncovered employment, des- 
perately need some form of assistance to tide them over this crucial period. At 
the present time they are thrown on the relief rolls of local governments, shifting 
the cost to the already overburdened local property taxpayer although the causes 
of their plight are national in origin. ‘ 

This arrangement is unfair. Since they are victims of a naticnal economic 
problem, the cost of assistance to these people should be borne at least in part by 
the Federal Government. 

In this regard, the expedient of providing temporary unemployment assistance 
should be clearly distinguished from the need for achieving fundamental im- 
provements is the regular unemployment compensation system. Unless this 
distinction is maintained, our unemployment compensation system will cease to 
be an insurance program and will become an agency for a dole. To preserve the 
integrity of the regular system, the Federal Government should recognize its 
responsibility to provide unemployment assistance during periods like the 
present one. 

As the economy continues to recover from the recession, and as unemployment 
declines, some local areas will continue to be plagued with high unemploynuent. 
Even in periods of peak prosperity, this country has seen some areas hard hit 
by unemployment. The number of such depressed communities is augmented by 
shifts of business from present locations and by consolidation of operations in 
hewly established units. To deal with this problem, the Federal-State employ- 
ment security program should be broadened to give workers in areas of chronic 
unemployment opportunities for retraining. Displaced workers should be helped 
to relocate in areas of expanding economic opportunity. Many of the highly 
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industrialized countries of the world provide this type of program in conjunction 
with their unemployment compensation and employment service programs. Such 
a program is urgently needed in a dynamic economy in which plants and workers’ 
skills can quickly become obsolete, but where the process of economic growth 
mae opportunities available in other lines of work and in other areas of the 
country. 

In summary, it is obvious that to build a solid foundation to a healthy econ- 
omy, while adjusting to the rapidly changing forces of recent years, the Federal 
Government should— 

(1) Establish appropriate minmum standards applicable to all State unem- 
ployment compensation programs ; 

(2) Establish a Federal reinsurance program in which States faced with 
needs beyond their capacity to absorb in periods of sharp decline can obtain 
the means for maintaining adequate programs ; 

(3) Accept its clear obligation to share a fair portion of the cost of a 
national economic decline so as to relieve the inequitable impact now falling 
upon some of the States ; 

(4) Establish a flexible system for preserving skills and talents and for 
transferring persons for relocation from hard-hit areas to those where the 
skills are needed. 

Under our Federal-State system, the States are ready and willing to perform 
their proper functions, but they cannot do so when their efforts are frustrated 
by Federal inaction on critical phases of the problem. 

Mr. Macurowicz. With the exception of the State of New Jersey, 
the Governor of which has submitted a memorandum, the others are 
either letters or telegrams. I might state for the record that these 
States and the percentage of covered employment are as follows: 
Alaska, one-tenth of 1 percent; California, 9.1 percent; Connecticut, 
1.8 percent; Iowa, 1.1 percent; Kansas—your own State—nine-tenths 
of 1 percent; Maine, five-tenths of 1 percent; Massachusetts, 3.10 per- 
cent; Michigan, 4.6 percent; Minnesota, 1.6 percent; Nebraska, five- 
tenths of 1 percent; New Jersey, 3.8 percent; Ohio, 6.2 percent ; Penn- 
sylvania, 7.7 percent; Wyoming, 0.2 percent; and W as 15 Dae 1.6 
percent—making a total of 43.4. To that I believe should be added 
the State of New York, the Governor of which is the author of the 
report, the Rockefeller brothers’ report, which urged Federal stand- 
ards. The total is 55.6 percent of the work force of the United States, 
the Governors of which have sent telegrams, letters, or memoranda 
endorsing the Federal standards as represented by the bill introduced 
by Mr. Karsten and myself. 

Now, I might say for the record, also, that so far there have been 
only eight Governors who have publicly declared themselves against 
standards, and I think the record ought to show that also, and they 
are: Colorado, eight-tenths of 1 percent; Hawaii, three-tenths of 
1 percent; Illinois, 6.6 percent ; Mississippi, 0.6 percent ; Utah, 0.5 per- 
cent; West Virginia, 0.9 percent; Florida, 2 percent; North Dakota, 
0.2 percent—which makes a total of 11.9, to which, however, I think 
Oregon should be added, because I am informed that the Governor of 
Oregon has also made some statement to that effect. The percentage 
there is 0.9—making a total of 12.8 percent. 

That would indicate that 55.6 percent of the work force as repre- 
sented by the Governors of their respective States have been declared 
for the Federal standards as opposed to 12.8 in opposition. 

You say you have had a poll on the question of Federal standards, 
and you have given the chairman, I believe, the result of that poll, 
without mentioning the States. 

Mr. Morrison. Yes, sir. 
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Mr. Macurowicz. I might say, as far the States I am referring to, 
there is no seeret about it. We do not mind stating which of the 
States have declared for through their Governors. 

You have also declared yourself against increasing the wage base. 

Mr. Morrison. Yes, sir. 

Mr. Macurowicz. Have you had a poll ? 

Mr. Morrison. No, sir. 

Mr. Macurowicz. Then how do you know you can speak for this 
situation 

Mr. Morrison. It arose yesterday, sir. 

Mr. Macnrowicz. It arose yesterday ? 

Mr. Morrison. Yes. 

Mr. Macnrowicz. Well, do you feel that you have the right now, 
without consulting these other agencies, to speak on their behalf as 
you have this morning ? 

Mr. Morrison. This subject has been discussed on various occasions 
in our organization. There has been no resolution made of the subject 
matter. However, I believe sincerely that this is the view of the 
States. 

Mr. Macnrowicz. Then you want the record corrected to say that 
you are not expressing the view of pom association, but you are 


expressing what you think would be the view of your association; is 
that correct ¢ 


Mr. Morrison. Yes. 

Mr. Macurowicz. Well, that is quite a difference, is it not? 

Mr. Morrison. It might be; it might be different. 

Mr. Macurowicz. I think the committee should know about that, 
should it not? It is actually your personal view; not the view of the 
association ; am I right ? 

Mr. Morrison. In my remarks, I said, “I should like to speak for a 
moment on this particular phase.” 

Mr. Macurowicz. Of course, we did not have the benefit of a copy 
of your remarks, but I thought I followed them pretty carefully. 
You did speak on that phase of it ? 

Mr. Morrison. Yes, sir. 

Mr. Macurowicz. And the impression at least I had and I believe 
the other members of the committee had was that this was the result. 
of the same kind of a poll. 

Mr. Morrison. No, it was not. 

Mr. Macurowicz. I had a little difficulty following your testimony, 
but did you express an opinion on increasing the coverage ? 

Mr. Morrison. I did not, sir. 

Mr. Macurowricz. Do you have any opinion on that ? 

Well, let me put it differently. you not think you ought to tell 
this committee that your association has an opinion on that? It has, 
has it not? You have had a poll on it, have you not ? 

Mr. Morrison. In 1956, there was a poll taken on that, yes, sir. 

Mr. Macurowicz. You had a poll in 1958. Why do you not tell 
the committee about that poll ? hat were its results ? 

Mr. Morrison. I can say that the State administrators, individually 
and collectively, see no good reason for covering the employer of four 
or more and not covering the employer of three, two, or one workers. 
Let me put it this way. We realize that it is administratively feas- 
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ible, and that these firms may ofttimes be in competition, and that 
the workers are subject to the same hazards, and it has been urged at 
the legislative session in nearly every State. I know in my State it 
has. And this is where this expansion should occur. 

This Ways and Means Committee considered this subject in 1954 
and expressed the opinion that the national interest in employment 
security did not encompass this area of employers of less than four 
workers. The national interest was not involved. 

Last year, when member agencies of the conference were polled on 
this subject, along with benefit standards they indicated a desire for 
such legislation, principally because it was not considered as a stand- 
ard, but rather a logical extension of an existing definition of an 
employer. 

Mr. Macnrowicz. Can you tell us the exact day that was submitted 
to the members? What was the question submitted to them# Are 
you or are you not in favor of extending the coverage to one or more 
persons? Isthat the way it was submitted ¢ 

Mr. Morrison. No; Congressman, I think it was a good deal more 
involved than this. The question at that time was coverage of one or 

‘more at anytime. Anda number of States expressed belief that there 
should be coverage of one or more under varying conditions, such as 
amount of earnings or weeks of employment. This is a rather difficult 
area in which to express one’s opinion specifically. 

Mr. Macurowicz. But the opinion was expressed ? 

Mr. Morrison. Yes. 

Mr. Macurowicz. In favor of extending. I think that is the most 
important thing, is it not ? 

Now, I presume, although I am not so sure after some of these 
statements this morning, that you and the other gentlemen have read 
the bill in question, have you not ? 

Mr. Morrison. Yes. 

Mr. Macurowtcz. Have you, Mr. Morrison ? 

*Mr. Morrison. Yes. 

Mr. Macurowicz. I am not quite so sure as to the others. I will 
return to that question later. 

You know that in the bill we also provide for the relaxing of the 
experience rating standard and for permitting opitonal flat rate deduc- 
tions. Are you in favor of that provision of the bill ? 

Mr. Morrison. [ am not in a position to say. 

Mr. Macurowicz. I know you cannot speak for the organization. 
But speaking for yourself ? 

Mr. Morrison. Speaking for myself, I am not in favor of it, sir. 

Mr. Macurowicz. Why 

Mr. Morrison. I think that experience rating has brought about 
an interest on the part of the taxpayer, the employer, which has helped 
to police this program. 

r. Macrrowicz. So you do not favor that. Now, I am not sure 
which of the gentlemen, but I think it was Mr. Farmer, who did testify 
that maximum benefits should be related to wages. 

Mr. Farmer. No, sir; I did not testify to that. 

Mr. Macurowicz. Do you feel they should be related to wages? 

Mr. Farmer. I made a comment to the effect that in keeping with 
some recommendations that the President made, 60 percent or more of 
the covered workers did receive 50 percent of their wages. 
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Mr. Macnrowicz. But is it not also true that in not a single State 
of the 50 is the relationship of the maximum benefits to the average 
weekly wage as favorable as it was in 1939? 

Mr. Farmer. I have not made exactly that type of analysis, sir. 

Mr. Macurowicz. I see another gentleman nodding his head in 
denial. 

I would like to know if you can tell me of a single State in which 
that is not true? 

Mr. Teers. That is not true in Colorado. 

Mr. Macurowicz. Well, I will be very happy to present that to you. 

In Colorado—do you speak for Colorado 

Mr. Teets. Yes, sir. 

Mr. Macurowicz. In Colorado, according to the Department of 
Labor statistics, the maximum weekly benefits, as percentage of 
average weekly wages in 1939, was 62 percent, and today it is 44. 

Mr. Trers. But that does not include the recent amendments just 
passed and signed into law. 

Mr. Macurowicz. Which would bring them up what percentage? 

Mr. Trers. I cannot say exactly. 

Mr. Macnrowicz. Not more than 2 or 3 percent? 

Mr. Trers. Oh, appreciably. 

Mr. Macurowicz. Would 1s bring them up above 62 percent? 

Mr. Trers. I think it would bring them to that figure. 

Mr. Macurowicz. I am afraid that the information I have from 
the statistics I have does not corroborate that at all. 

Mr. Trers. All we can do is refer to the basic relationship exist- 
ing, the amount of benefit and duration existing at that time, and re- 
late it directly to wages, which is the figure you want, taking the 
year 1939, $15, and the average full-time weekly wage, $30, in Colo- 
rado. Today it is $54, and we pay $42. That is the law. Now, if 
that relationship as between the full-time weekly wage percentage is 
the same, it ought to result in the same end result for claimants. 

tight? 

Mr. Macurowtcz. Not knowing the new provisions of your law, I 
cannot argue with you on that. But my information is that as of 
1958, in Colorado, the percentage was 42. 

Mr. Teers. I think, Congressman, if we are going to consider the 
necessity for Federal standards, we ought to take into consideration 
the law of the State at the moment. We have been continuously 
progressing in bringing our law into line. As a matter of fact, it 
is not even a fixed 42. It is 50 percent of whatever the full-time 
weekly wage is determined to be, and we calculate that twice a year, 
from now on. So if wages go up, the benefits go up. There is no 
ceiling on it, 

Mr. Macnrowicz. I might mention, since maybe some of you gen- 
tlemen were not here yesterday, that Mr. O'Connell, the Deputy Under 
Secretary of Labor, was not able to point to one State, one single 
State in the Union, which has met the standards suggested by the 
President as to the amount and the duration. , 

Might I say this. Mr. Farmer mentioned the six States that met 
the President’s recommendation on weekly benefit amounts. The 
President has said that the maximum had to be high enough so that 
the great majority of the covered workers would get 50 percent of 
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their weekly wages, and his Secretary of Labor said that the maxi- 
mum, from 60 to 77 percent, of the average wage was necessary. 

In “gated many States is the average 67 percent of the annual 
Ww 

Mr. Farmer. There are two things that I think should be dis- 
tinguished, and we seem to be getting them a little confused here. 
One is the weekly benefit amount that any ordinary claimant gets. 
Now, the ames said, on that point, that he thought the 
majority—— 

Mr. Macurowicz. The majority of whom ? 

Mr. Farmer. Of covered workers. And that is who I am talking 
about. That the majority of them, not the great majority—he made 
a statement once and then amended it. 


Mr. Macurowticz. I agree scat 4 to this year he has said “great © 


majority,” and this year he changed it and said “majority.” 

Mr. Farmer. Correct. That the majority of them should get half 
of their average weekly wage. Now, my statement this morning was 
that over 60 percent of the covered workers in the United States are 
getting over half of their weekly wage. 

I would like to reiterate: One thing is: What does the ordinary 
worker get? And the other thing is: What is the maximum? Both 
the President and the Secretary of Labor have at times referred to 
the fact that the maximum amount should ibly be two-thirds of 
the State average weekly wage. Now, that is the ceiling that applies 
to all workers in the State. 

Mr. Macurowicz. How many States have reached that ceiling? 

Mr. Farmer. I do not know. But on this basic problem of getting 
50 percent of their wage, there is not one State whose formula is not 
geared to getting that much or more, and 60 percent of the covered 
workers in the United States, or more, are getting more than half of 
their average wages. I means I think we should keep separate the 
weekly benefit amount, which may vary. One individual may not 
get but $20 and another one $40. That is what the individual gets, 
up to a maximum. There are two separate things there. 

Mr. Macurowrcz. I believe you testified to something in this bill, 
Mr. Teets, which really shocked me. I thought maybe I had over- 
looked it. You have read the bill, have you not ? 

Mr. Teers. Yes, sir. 

Mr. Macurowicz. You are sure you have read the bill introduced 
this year? 

Mr. Trets. Yes, sir. 

Mr. Macurowicz. You mentioned something to the effect that you 
could not, under this bill, penalize anyone for stealing. 

Mr. Teers. That is correct. 

Mr. Macurowicz. Where did you find that in the bill? 

Mr. Teers. Well, if I could borrow your copy—I do not want to get 
tripped up by having the wrong bill. 

Mr. Congressman, I am ing from page 3 of H.R. 3547. 

Mr. Macurowicz. Yes. 

Mr. Trers. Paragraph 8: 

Compensation shall not be denied to any eligible individual for any week of 
total unemployment during his benefit year by reason of exhaustion or reduction 


of benefit rights or cancellation of wage credit until he has been paid unemploy- 
ment compensation for not less than 39 weeks during such year. 
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Now, in order to save time, I think that what we are in disagreement 
about is what I call a penalty and what you call a postponement. 
Now, in my State, we do not consider a postponement as a penalty. 
For example, we, under another section of the law, do not pay a man 
while he 1s on strike. Now, we do not call that a penalty; we just 

ostpone it. We do not pay him as long as he is participating in or 
virectly interested in or financing a strike. But we do not call it a 
penalty. We calla penalty that sort of provision when you take action 
against a man to take away, as distinguished from delaying the va P 
ment. And if this provision were enacted into Federal law, we would 
not, in our State, be able to have the provisions in our law which we 
now call penalty provisions. 

And therefore, I say to you, sir, that by the enactment of this 
kind of legislation you would eliminate, in our State, what we call 
penalty provisions. 

Mr. Macurowicz. Now, of course, you do not really intend to read 
into that that you could not disqualify a man for stealing ? 

Mr. Trers. I do so read that. 

Mr. Macurowicz. Let me tell you that is not the interpretation that 
I have had, or others have had. it there is uncertainty here the mean- 
ing could certainly be made more clear. But that hardly would be 
any oe ae or opposing the basic idea of Federal standards; 
would it 

Mr. Terrs. This is part of your Federal standards. It is saying 
to the States: “You can’t have penalty provisions such as you now 
have.” 

Mr. Macurowicz. You are reading into it something which was 
never intended to be in there, and is not in there. 

Mr. Trrrs. I beg your pardon. It says here that you can’t have 
reduction of benefit rights or cancellation of his wage credit. 

Mr. Macnrowicz. For what? Read the rest of it. 

Mr. Trers. Until he has been paid unemployment compensation for 
not less than 39 weeks during the year. 

Now, if you want to wait until after the year is over and everything 
is all done, then you can inflict a penalty. But that is not what this 
says. This says exactly what I say it says. 

Mr. Macnrowicz. i there is any room for misinterpretation of that 
rovision, I assure you that I would be the first to ask for a correction ; 
ut I am afraid that you are misinterpreting. 

Now, I believe Mr. Harding has testified that— 


An individual could work 20 weeks and draw 32 weeks of benefits. 


Now, does he not have to meet all the eligibility requirements, 
namely, being ready and willing and able to seek work? And if he 
did not, aa he not be disqualified ? 

Mr. Harpine. That is correct. 

Mr. Macurowicz. Then what did you mean when you said a person 
could just refuse to work and draw 32 weeks of benefits? 

Mr. Harpine. Human beings, I think, will always act like human 
beings, and one of the most difficult problems we have in the adminis- 
tration of this program is testing a man’s availability for work. And 
you will find a lot of people, if they are given the opportunity to do 
so, and we do not have the jobs on a nonseasonal basis to prove their 
availability, will be in a position to hold themselves out as available 
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for work, and under those conditions we will have to pay them benefits 
for the balance of the year. And our statistics indicate that. under 
the best administration that we are able to afford, we are still paying 
seasonal workers. ; 

Mr. Macurowicz. You do not question the fact that the law pro- 
hibits that, do you? 

Mr. Harpine. The law prohibits that. That is correct. And if 
there is any way that we can find it out, we will deny them benefits. 

Mr. Macurowicz. And if it is properly administered in your State, 
the person who does not hold himself out as able and as willing to 
work is not entitled to the unemployment compensation. 

Mr. Harprne. I cannot accept that. The individual that holds him- 
self out to be able and available is entitled to benefits unless we can 
disprove it. 

Mr. Macurowicz. Well, certainly. I think that is proper, is it not! 

Mr. Harptne. And I again wish to remind you that as long as 
human beings continue to act like human beings, you are creating an 
almost impossible administrative problem by allowing individuals to 
present themselves, and present theatres to be able and available, 
emphasizing available, to draw benefits, when we are not in a position 
to test them, because the type of work they have been doing, the type 
of work that they normally do, does not exist except during specified 
periods of the year. 

Mr. Macurowicz. If that isa defect, does not that defect exist in the 
present law ? 

Mr. Harprne. Oh, yes. 

Mr. Macurowtcz. So there is nothing in this particular bill that in- 
creases that possibility. 

Mr. Harpine. The Federal standards would put us in the position 
of continuing to pay those individuals for about three times as long 
as we now pay them. ; 

Mr. Macurowicz. Would you repeat that? 

Mr. Harprne. It would put us in a position of continuing to pay 
those individuals about three times as long as we now do. We pay 
them now about 10 weeks. It would require about 39 weeks, almost 
four times as long. 

Mr. Macurowicz. If people who are not willing to accept jobs are 
getting unemployment compensation, that would probably be a defect 
of administration in your particular State. I know of no such defect 
on the part of the administration in my State. That has never been 
mentioned to me as a difficulty. 

Mr. Harpvinc. Well, we are not that good, evidently. 

Mr. Trrrs. Mr. Congressman, may | comment on that point? Be- 
cause I think it is one that apparently is giving rise to more confusion 
than any other single point. 

Mr. Macurowicz. On that I agree. 

Mr. Trers. I think the essence of what we are trying to talk about 
is whether or not you should limit the payment of unemployment 
compensation benefits based upon a man’s earnings, or whether, as the 
proposed standard provides, if he has worked for a short part of the 
year, 20 weeks, he is then entitled, so far as duration is concerned, to 
the same number of weeks as the man who had had worked all of the 
year. It is flat duration. It is saying, for example, “If you get your 
nose in the tent, you get the whole camel in the tent.” 
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And in the case of the man who was indicated that he is really and 
truly attached to the labor market, and the man that is only partially 
attached, you pay the same benefit. 

Mr. Macurowicz. You are talking about exceptional cases, which 
undoubtedly must exist. But I want to tell you that in Michigan, for 
instance, aes I am a little more familiar with the situation, and in 
most of the industrial States, we do not have much seasonal work. 
And that is where your biggest unemployment is. Those people are 
working all year around, or should be. 

Mr. Teers. But what I am saying is: Please do not enact a Federal 
statute that is going to cause an abuse in my State. 

Mr. Macnrowicz. I am interested in the fundamental idea of 
standards and benefits. If we were able to eliminate these extreme 
cases, would you then favor the theory of Federal standards? 

Mr. Teers. Would you repeat the question, please, sir ? 

Mr. Macurowicz. | say: If we could by proper amendments, in- 
clude limitations which would remove these extreme cases, would you 
then favor Federal standards as a basic idea ? 

Mr. Trers. In fairness to your question, and in trying to give you 
an honest answer, I am afraid that I am one of those individuals 
who abhor Federal standards. I think the Federal Government is 
already into too much of the life of the average American citizen. 
And I am an advocate of the principle that that government which is 
best for the people is closest to the people. And I do not think that 
we need anybody in Washington telling us what to do in Colorado, 
someone not as familiar with the situation as our own legislature, 
people elected by our own representatives, elected by our people in 
that State, that have to live with them day in and day out. They are 
pretty familiar with all of the problems incident to unemployment 
compensation. And the record speaks for itself that we have con- 
tinued to improve our program right along. 

Now, for somebody in Washington to come along and say, “This 
program doesn’t meet the needs of your people”—I question that it 
takes that kind of wisdom. I think the real crux of the situation is 
that there have been some States where the people who believe these 
standards or benefits ought to be increased have not done a good job 
of convincing their own representatives of what they need. 

Mr. Macurowticz. I might say the record does speak for itself, and 
it is not only the authors of the bill that are saying the States have not 
done as much as they should have done, but I think the President of 
the United States has said that repeatedly. 

Mr. Trers. We meet all of the standards, as do other States, except 
for this one point of flat duration. And I question—and I do not 
know why I am so presumptuous as to do it—that the President of 
the United States realizes what the term “flat duration in unemploy- 
ment compensation” actually means. 

Mr. Macnurowicz. Well, when it comes to what the President real- 
izes or understands, I am not going to say anything. I think the 
President can speak for himself. But it is my impression that not 
only the President but some of his closest advisers on economic affairs, 
and. such people as the authors of the Rockefeller report, and others, 
have all indicated that not enough has been done. 

Mr. Trets. I understand that it is the administration policy that 
they are opposed to Federal minimum standards. 


s 

if 

e, 
in 
as 
un 
to 
le, 
on 
pe 
ed 
he 
on 
ng 
ay 
ay 
ost 
are 
ect 
ect 
een 
Be- 
ion 
out 
ent 
the 
the 
to 
the 
our 


226 UNEMPLOYMENT COMPENSATION 


Mr. Macurowicz. They are opposed to Federal standards; but 
they are for standards by State action. 

Mr. Trers. So am I. 

Mr. Macurowicz. But we have not had them, have we? 

Mr. Teers. I think so, I think I could demonstrate that to you. 

Mr. Macurowicz. Evidently the President does not agree with you. 

Mr. Teers. I think he does. 

Mr. Macurowicz. Maybe I can find you his statement on it. 

The President’s statement to Congress is: 

Our unemployment compensation system has again demonstrated its import- 
ance in providing income for the unemployed and thereby supporting the econ- 
omy * * * Temporary assistance of the kind provided by the Temporary Un- 
employment Compensation Act of 1958 is in no sense a substitute for widening 
the coverage of unemployment compensation and extending the duration of 
benefits and increasing benefit amounts under the Federal-State system. I have 
many times urged such action. I urge it again now, with added conviction, as a 
result of last year’s experience. 

Mr. Trers. And since that statement, my State and many others 
have done exactly what he has been advocating. 

Mr. Macurowicz. He has been making those statements for the last 
5 years. 

Mr. Trets. And we have been liberalizing our law for the last 20. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. We have been told that the Governors, representing at 
least 55 percent of the working population of this Nation, are asking 
for Federal standards, which is a confession on their part that they 
have not been doing what they could in their own States. And we 

- have been told that the Governors representing 12 percent of the work- 
ing population say we do not want and do not need Federal standards, 
because we can take care of our own kettle of fish. 

Now, I am so proud of the fact that my Governor is in that 12-per- 
cent class and not in that 55-percent class. And I think more Gover- 
nors should get into the 12-percent class and say, “We will look after 
our problems in our States, and you just keep your long fingers out.” 

That is all, Mr. Chairman. . 

Mr. Morrison. In response to that, and in response to Mr. Machro- 
wicz, who read my Governor’s message in favor of standards, may I 
quote from the Governor’s message to the legislature, delivered in 
January 1959? 

The CuatrmMan. You may proceed. 

Mr. Morrison (reading) : 

In order to fulfill our obligations to Kansas workers, as well as to preserve 
the integrity of this State-operated function and the discretion of the legislature 
to determine benefit standards, we can improve this program by increasing the 
maximum weekly benefit amount and extending on a permanent basis the 
period during which such benefits can be paid. 

Mr. Macurowicz. Nothing in disagreement with what he has said 
here, is there ? 

Mr. Morrison. No. I think I could follow that up, though, and 
tell you that the legislature did respond by increasing the benefits to 
50 percent of the average weekly wage and extending them for a 
period of 26 weeks, making the total maximum benefit now $1,040, as 
compared with the $240 for which a poe was eligible in 1939, 

r. Macurowicz. And in spite of whatever action the legislature 
took, the Governor less than 10 days ago sent a wire saying that he 
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still, today, is as much or more than ever convinced that we need Fed- 
eral standards. 

Mr. Kenpauu. May I make a remark, if I may? 

I would like to say to the gentleman from Michigan and the other 
gentlemen of the committee that I do not think that the committee 
should come up to any assumption that there are only 12 Governors 
represening 12 percent of the work force who are opposed to Federal 
standards. I can speak for North Carolina. I know my Governor 
did not send such a wire. He would be in that category. He believes 
in lensing it up to the State. He so stated in his biennial message to 
the legislature, which I have here. He so stated when he was in 
Wesbingeen this spring. And we in North Carolina deeply feel this 
way. 1ere is a resolution in our legislature at this time with ref- 
erence to this matter, informing the members of the North Carolina 
delegation how the people of North Carolina feel with reference to 
Federal standards. 

So I am sure for one State, and I am sure there are others, Mr. Ma- 
son, that would run that 12 percent up considerably higher. So let 
us not assume that there is only 12 percent. 

And one other statement I would like to make. 

Mr. Macurowicz. I certainly tried to make it clear where I made 
my statement that of those States which have responded, Governors 
of 15 States, representing 55.6 percent of the work force, have indi- 
cated their support of Federal standards, and 9 States, 8, actually, 
but I know of 1 other, Nevada, which I have added, have indicated 
that they are opposed to Federal standards. That makes a total of 
25 States out of 50. Certainly there can be more States, Governors 
in more States, who will probably indicate their opposition to Fed- 
eral standards, But certainly there will also be Governors of many 
more States who will indicate their support for Federal standards. 

Mr. Kenpati. I am of the opinion, Mr. Chairman, that more 
Governors, and probably most. of the Governors, and this is only my 
opinion, who felt strongly with reference to favoring standards, sent 
a wire. That is just an opinion. I have nothing to back it up. 

Mr. Macurowicz. The question is: What percentage of the work 
force do they represent? Numbers of Governors are not the all- 
important thing; the percentage of the work force represented by 
them is all important. 

Mr. Kenpay. That is a question of opinion, again, sir. 

Now, I would like to say to the gentleman also that this matter of 
disqualification—giving an example, I think I might clarify the ques- 
tion. In my interpretation, and very definitely, we cleared this inter- 
pretation with the Bureau. The conference committee of the 
interstate conferences and the legislative committee digested the 
meaning of this bill, and we cleared it with the Bureau of Employment 
Security here in Washington, on our interpretation. And our inter- 
pretation, which we cleared, made that point, that you could not take 
away benefits from a claimant. You penalize him under present law, 
as Mr. Teets mentioned, 10 weeks. You actually take away 10 weeks 
of his entitlement, and he cannot draw but 16 weeks. Now, this 
prensa that. There is no way of getting around it, in my opinion. 

his prohibits taking away dollars-and-cents entitlement. 

We have in our law that we can penalize a person for misconduct. 
We have in our law penalties for Road against the program, where 
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somebody will come in lying and it can be proven that they have mis- 
represented the facts. We have in our law where a person steals 
from his employer and is discharged for embezzlement and his unem- 

loyment is due to that, that we may cancel all of his wage credits, 

e cannot draw a penny of his benefits. If he commits fraud, back 
from the date on which he is convicted as guilty of fraud, he cannot 
draw anything. 

If you want to weaken the program and get it in ij] repute and 
damage it and get the public down on it and finally get your Congress 
and your State legislatures down on it, take something away from the 
States that will allow them to enforce this provision of the law, and 
we would be in serious difficulty. And the legitimate claimants, the 
good claimants, would be hurt. 

Mr. Macnrowicz. I might say that if you analyzed this year’s bill 
and compared it with last year’s bill, you will find that in last year’s 
bill—and I think you were probably referring to that one—there 
were restrictions and disqualifications. But in this year’s bill, we 
have removed those restrictions. And if there is any question about 
it, I certainly would be very happy 

Mr. Kenpatu. Mr. Congressman, you pay him the full amount, 
here, but you just postpone it a while. 

Mr. Trets. I have one other point I would like to make. 

The Cuamman,. All right, Mr. Teets. 

Mr. Teers. I think we ought to take into consideration, as we talk 
about benefit amounts and average weekly wage, that when we talk 
about the average weekly wage we are talking about our gross wage. 
And when we talk about this benefit amount, keep in mind that it is 
not. subject to deductions for social security or income tax or a lot 
of other factors. It is clearly take-home pay. So that, for example, 
in my State, where the average weekly wage at the present time is 
$84, and we pay a $42 benefit, that is not 50 percent; that comes a 
lot closer to being 60 percent or above, so far as the take-home pay 
of the individual is concerned. 

I gave that example for Colorado; but the facts and the principle 
apply to all of the States. And I think that that should be taken into 
consideration in determining whether or not the States have moved 
forward in taking care of this problem. 

Mr. Macurowicz. Is that not the same way as it was in 1938? It 
has been that way all the time, has it not? 

Mr. Teers. The difference is that Congress in its wisdom keeps on 
increasing the tax load. So it means more today than it did then. 

Mr. Macurowicz. You think it should be changed, to be based on 
take-home pay ? 

Mr. Trets. I am not suggesting that it be changed to be based on 
take-home pay. I am suggesting that those of you who are consid- 
ering what has or has not been done with regard to the program in 
the States recognize that in a State such as ours, which is paying a 
$42 benefit, recognize that is not 50 percent, but in actual take-home 
pay that is 60 percent or better. 

Mr. Macnrowicz. I disagree with those figures. I am glad you 
said you do not propose changing it to basing it on the take-home pay. 

Mr. Trets. That is right. I do not. 

Mr. Macurowicz. I am very happy to know that you have said that, 
at least. 
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The Cuarrman. Mr. Alger will inquire. 

Mr. Avorr. Very briefly, gentlemen. 

I want to run over this and pick out some salient points which I 
would like information on, not now, but at some time in the future, 
in case you have information, and express my hope that you will have 
pera to submit to the committee based on what you have said 
today. 

I ae interested in three points you made, that if we need to in- 
crease administrative costs, possibly we ought to increase from three- 
tenths of 1 percent to four-tenths of 1 percent, rather than increase 
the base from $3,000 to $4,200. 

Secondly, that any deficit problems in this unemployment compen- 
sation problem can be solved by the States themselves. 

And third, that agreement has already been reached by labor and 
management at the State level, and if there is no such agreement it is 
not because they cannot sit down and work the problem out, because 
they have many times reached such agreement. 

Mr. Farmer, you pointed out that the original intent of Congress 
in this and other matters like social security was to leave the big de- 
cisions to the States, because they were closer to the people. And you 
further spoke of local responsibility as to local seehiaitie: Then you 
made this point, which I think needs to be stressed: You suggested 
a hypothetical situation where a man, any man, could cause his own 
unemployment, after a given number of weeks, and then society 
would subsidize him. 

Mr. Harding pointed out a number of things, and I hope to dig 
further into the figures that he gave, relative to the constituency of 
the unemployed people, those who have exhausted unemployment 
benefits. ord mentioned the percentage of the total work force that 
are women, that are men, those who have exhausted the programs, 
and I think those figures need to be studied further. 

Mr. Kendall, along with eligibility and financing, you made this 
pomt, which is a refutation of the charge made this morning, the 
statement made this morning, by the mayor of Philadelphia, and I 
think one or two others who appeared, that the business coming to 
North Carolina did not come there because of unemployment com- 
pensation, either for or against it, but for many other reasons. 

Mr. Teets pointed out a number of things. And I only want to 
mention one. It is the first time it has been said just this way. I 
was particularly impressed with it, because you express the insurance 
angle of this so that if people get benefit payments, they do it with 
self-respect. They are not being given a thing by society, by the 
State, or by the Federal Government, but because they contributed 
to it in the past. 

Here we have Kansas, Texas, Utah, North Carolina, and Colorado. 
Admittedly they are just five States. And as I look at the list of the 
testimony that has been given up to this point, and look at the book- 
let here on who is drawing money, I just must assume that it begins 
to look like Michigan is an exceptional case. And I say that with 
all respect to my colleague undoubtedly there are conflicts confronted 
by him that must be solved, and he is certainly doing all he can to 
solve them. I merely suggest that it is possible that Michigan is in 
an unusual position because of the auto industry and other big heavy 
industry that is located there. , 
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And when it comes to what the President says, I want to say here 
that while I, and I am sure others, believe in and want to study the 
things the President says as being most sincere and wholehearted, 
this Congress and this committee is going to write this law. Regard- 
less of ae the President says, I believe this committee has the brains 
and the ability on both sides to write a law that will solve the problem. 
And I for one do not propose to choose up sides on what the President 
says or did not say, but hope that we can reach an agreement based 
on the facts that we have presented here. 

I certainly want to nang my commendation for the kind of testimony 
you have given us. 

Thank you, Mr. Chairman. 

Mr. Macurowicz. Just one matter, here. 

I believe Mr. Kendall testified he is opposed to grants to States 
without their having to pay the money back. 

Mr. Kenpatt. Correct. 

Mr. Macurowicz. May I ask you, Mr. Kendall: Are you opposed 
to the present program, under which the Federal Government grants 
100 of the States’ administrative costs 

r. Kenpaty. As far as I am concerned, if we could collect the 
three-tenths and pay our own way, I would be quite happy. We like 
to paddle our own canoe. , ; 

r. Macurowicz. You are satisfied if the Government makes an 
outright grant for the administrative costs, but not for the others? 

Mr. Kenpatx. You misunderstand me. I say, as far as I am con- 
cerned, if we had 100 percent offset, I would take the three-tenths per- 
cent and pay our own administrative cost in North Carolina. We are 
granted about 52 to 78 percent of what we pay in with the three- 
tenths. We get back about 72 cents on the dale that we are paying 


1n. 

Mr. Macnrowrcz. But some States get the money eventhough they 
» receive more than 100 percent of collections in that State. 

Mr. Kenpat. I am speaking for North Carolina with reference to 
that point. 

Mr. Macnrowtcz. I have not heard ary administrators yet oppose 
the grants for administrative costs. , 

Mr. Kenpaut. That is an entirely different matter from what we 
are considering today. It has been discussed for 20 years. I have 
been in the program 14 years, and no two people—— 

Mr. Macurowicz. What about the Reed Act? You spoke quite fa- 
vorably of that act. Under that act excess funds are distributed to 
all States. Are these not State grants? 

Mr. Kenpaut. No; let me say this to you. It is grants; but my 
feeling is that the people who paid them are the covered employers in 
each State. It does not come from general revenue. There was a 
three-tenths of 1 percent tax assessed at the beginning of the program. 
They collected too much. There was somewhere up to $1 billion ex- 
cess collected. The employees realize that. The employersdo. The 
Reed Act put it back into proper proportions, so that what is collected 

P 


for unemployment insurance tax 1s used for unemployment insurance. 


Mr. Macurowicz. It is a grant, is it not ? 

Mr. Kenpatt. It is earmarked, and you might say Congress has the 
power to set how much you grant. If Congress does not grant it, we 
get the pro rata back. 
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re Macurowicz. You are going to oppose all grants and not just 
some 

Mr. Kenpaty. Any grant that I term a real grant. I do not term 
that a real grant. 

Mr. Macurowicz. That is all. 

The Cuarrman. Any other questions ? 

Gentlemen, let me ask of you, for my own information, just a few 

uestions. 
q You have said, I believe, Mr. Morrison, that there are no admin- 
istrative problems incident to the redefinition of the term Pm oe 
to provide for at of one or more at any time, as suggested by 
the Under Secretary of Labor on Tuesday ? 

Mr. Morrison. None that are insurmountable, sir. There are 17 
States, I think, who now have coverage of less than 4 or more, passed 
hy their own legislatures. 

The Cuarrman. In those instances it has been my understanding 
that there were no insurmountable problems in administration. Ac- 
tually, as a matter of fact, this suggestion might even simplify in 
some respects some aspects of the administration program. Is that 
true? 

Mr. Morrtson. It could be. Certainly there would be no question 
as to whether or not an — fell within the definition of having 
4 or more for 20 or more weeks. 

The Cuarrman, Now, your organization has not taken, as I under- 
stand it, any position with respect to extension of coverage to em- 
ployees of so-called nonprofit organizations. 

_Mr. Morrison. I think I am correct in saying that we have not, 
sir, 

The Crwarrman. It has been my understanding that you had not. 

Are there any administrative problems—insurmountable adminis- 
trative problems, say—that you can anticipate in connection with the 
recommendation of the Under Secretary on Tuesday in that area 4 

Mr. Kenvatx. Mr. Chairman, I was not here, but I might say it 
has puzzled me, Maybe it can be clarified by someone. How can we 
enforce collection of taxes against a religious organization or a hospi- 
talf We would be certainly unpopular to sell them out to collect that 
tax. If we cover them, we have got to collect the tax and make them 
pay their freight. And I have often wondered what kind of a propo- 
sition you would have on your hands of getting a jud nt against 
one property and selling it as we do now if an employer does not 
pay his tax. 

T was not here yesterday, but I wondered about that when I read of 
that provision. 

The Cuarrman. If it is found that we do have, or the States do 
have a right and can do so legally, I am thinking more in terms of the 
problem of administration of the rogram. Do you anticipate any 


serious problems of administration should that be done ? 

Mr. Morrison. Insofar as handling the claims load from workers 
terminated by those institutions, I presume that it would be handled 
almost identically with the present load, and as a result would pre- 
sent no problems that I can foresee at the moment. 

The Cuarrman. Thank you, sir. 
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You would not anticipate any administrative problems under title loar 
15, if we should extend coverage to these Federal instrumentalities loa 
that were suggested, such as the Federal Reserve bank, the Federal fail 
credit unions, the Federal land banks ? dra 

Mr. Morrison. No; this has been urged on various occasions by the T 
conference. cha 

The Carman. That could be done fairly easily, in your opinion, star 
could it not ? an 

Mr. Morrison. Yes, sir. ee 

The CuHatrman. Is there any problem in connection with the ex- N 
tension of coverage to the employees of American aircraft outside the wou 
United States? They must, of course, land in the United States pou 
occasionally. pre 

Mr. Morrison. I do not think there is anything there that could not M 
be overcome. obt 

The CuarrmMan. You have suggested, and I think I understood your T 
thought, that it would be perfectly proper for the Congress, and per- M 
haps even your suggestion might have led me to believe that the Con- T 
gress should, provide for an increase in the three-tenths of 1 percent as t 
to four-tenths of 1 percent, to take care of rising administrative costs [for 
of the program and to make available funds for loan purposes. Do for | 
you suggest that that can be done and perhaps should be done by M 
increasing the overall maximum rate from 3 percent to 3.1 percent! T 

Mr. Morrison. This, in my opinion, would be much more preferable rece 
than increasing the wage base. ther 

The Cuatrman. Well, this rate change solved what I frankly men 
thought was the primary purpose for the wage base suggestion when $4,2 
the Under Secretary appeared before us on Tuesday. I could be Tue 
wrong, but I took it to be that a primary need, at least, for this change by t 
lies in the fact that administrative costs are rising and are at such a one 
level and there is so little. left to.put into the so-called Reed fund Is ye 

» for loans to States that we may find ourselves making appropriations f 
out of the general Treasury before long to supply the needs of States M 
for loans. rok 

Mr. Morrison. We accept that premise. Ww 

The CuArrman. There would be, in your opinion, nothing that file : 
you could see that should cause us any concern, then, about the rate T 
suggestion ? add: 

r. Morrison. No. I think not. you 


The Cuatrman. Let me ask you now about the suggestions made 
on last Tuesday by the Under Secretary for improving the financing 
of the employment security program. And in that connection, he was 
thinking in terms of the so-called Reed Act. yy 

Are you acquainted with his suggestions for amendment in that 
area ? 

Mr. Morrison. Somewhat; yes. - 

The Cuatrman. Do you concur in those suggestions, or are there 
any particular points that you would call to our attention ? 

r. Morrtson. As mentioned here by my associates, we would cer- 
tainly differ with regard to that feature, in which grants, rather than 
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loans, would be provided. We believe that the Reed bill providing for 
loans has been able to meet the situation up until recently, and it has 
failed only because we did not anticipate the total amount of with- 
drawal or loaning from the funds. 

The Cuarrman. Actually, what I had in mind particularly was the 
change in the eligibility of a State for receipt of a loan. As I under- 
stand, if your balance, as of a given day, is less than the amount that 

ou have paid out in benefits over the “npg 12 months, under the 
Reed Act the State is immediately eligible for a loan. 

Now, the Under Secretary of Labor would amend that so that you 
would qualify if at a given time your reserve had depreciated to the 
point of equaling the amounts that you had paid out in the past 6 
previous months, as I understand. 

Mr. Morrison. Yes. This would tighten up the requirements for 
obtaining a loan, and I think it is good. 

The CuarrMan. Do you think that is to be desired ¢ 

Mr. Morrison. Yes. 

The Cuarman. Would we so tighten it, however, in your opinion, 
as to create a situation wherein a State might not be able to qualify 
for a loan, when actually there was need for additional funds in order 
for the fund to remain solvent ¢ 

Mr. Morrison. No, I do not think so. 

The Cuamman. Those are basically the recommendations that we 
received the other day from the Usailer Secretary, and, as I take it, 
then, your group, by and large would be in accord with those recom- 
mendations, except for the change in the tax base from $3,000 to 
$4,200, and you have suggested the alternative that was discussed on 
Tuesday in lieu of that, so that really all the points that were covered 
by the Under Secretary in your opinion could be resolved legislatively 
one way or the other, with the approval of your group. I think that 
1s your statement. 

r. Morrison. Yes, I think it is. 
Mr. Teers. Mr. Chairman, I have not had a chance to study them. I 
robably would come to the same conclusion, although I do not know 
would. Would it be possible, if I came to a different conclusion, to 
file a statement ? 

The Cuarrman. I would like to have any of you to feel free to file 
additional statements on this point I am raising. You may do so, if 
you so desire, at this point in the record, 
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(The following table was subsequently filed with the committee :) 


How marimum unemployment compensation benefit entitlement in each State has 
been increased from mid-1939 to 1959 (ineluding legislation pending in 1959 *) 


Maximum unem- _| Maximum unem- 
ployment benefit ployment benefit 
entitlement entitlement 
(dollars times (dollars times 

weeks) 


After 
July 1, July 1, 1959 
1939 1939 — 
men 


New Hampshire _-_- 
New Jersey 
New Mexico 


Delaware 
District of Colum- 


+ 


South Carolina. _- 
South Dakota_-__-- 


1 
1 
1 


+ 


1 The entitlement shown is tes from benefit levels which will result from enactment of pending 
legislation in California, Florida, Michigan, Missouri, Nebraska, Texas, and Wisconsin, __ 
2 Indicates States where further increases are possible, since action on legislation has not been completed. 


+Indicates States where dependency (and higher qualifying wages, in Illinois and Michigan) will yield 
higher benefits. 


The Cuarrman. I know your views have been quite well stated in 
answers to questions propounded by Mr. Machrowicz and others with 
respect to this matter of Federal standards. 

ut let me look beyond that for just a moment to see whether or not 
it is desirable, actually, for states to establish the pattern which is 
suggested here for Federal standards. 7“ 

r. Kendall, in the State of North Carolina, would it be your 
thought that it would be advisable for the payments to be based upon 
a minimum of 50 percent of the worker’s weekly wage, not to exceed 
two-thirds of the average wage? If you think so yourself, not talking 
about a Federal standard, is there any reason why that would not 
be desirable action to be taken by the State of North Carolina? 

Mr. Kenpauu. Not having thought through it as well as I possibly 
should have, I would say this, Mr. Chairman: We have a peculiar sit- 
uation in our State, or peculiar to not too many States. We have 
40,000 seasonal workers that work in tobacco. It is, as you know, a 
heavy tobacco State, in processing and redrying and preparing to- 
bacco for storage. As I mentioned this morning, that is work that 

oes on for only a limited number of weeks. There has not been 
ound sdditional week for those individuals, other than to work in the 
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farms in the area and the processing areas in cities and towns that are 
reasonably close to farm areas. These people work in the field harvest- 
ing and help prepare the plants in the spring. So you might say they 
will work a good bit of time on the farms. 

We have evolved an unusual system in our State—it grew that way 
on account of our economy—of an annual wage benefit formula. 
And they have varied that. In the length of time I have been with 
the commission, that annual wage formula, the minimum amount, has 
varied, if I recall, to the best of my recollection—I could be wrong in 
this figure—from earnings of $120, and now it is $500, before these 
people can be paid any benefits at all. Once they are established, we 
pay them up to a uniform duration of 26 weeks. The other alterna- 
tive would be to pay them more for a less number of weeks, and it 
would not. assist in carrying them through, due to our economy in 
between seasons. It is something that has been developed in kee 
ing with our economy. I do not know whether that gives you the 
answer. 

The Cuarrman. Actually, you brought in other points, and I am 
sure that you intended it to be a complete answer. But what I am try- 
ing to do is to eliminate the question of original eligibility. We have 
reached the point where the man is eligible. We are not thinking, 
now, in terms of what his State ought to do about duration, whether 
there should be a duration period that would suit everybody or 
whether it should vary, or what. I am thinking in terms ats of 
the assumption that this is left to the States. What are the reasons, 
if they exist, why a State itself should not fix its benefits on the basis 
suggested here, of 50 percent of the weekly wage, not to exceed two- 
thirds of the average wage. 

I am sure when North Carolina established the program initially, 
your payments probably exceeded 50 percent of the weekly wage at 
that time. Perhaps even the two-thirds limitation that is suggested 
here is a variable standard. 

What I am thinking about is whether or not there is any compelli 
reason, in a State, why a State would not now move, of its own accord, 
in the direction of so relating its benefits to the weekly wage and to 
the average wage. 

Mr. Kenpau. We feel—and we may not have—that we have related 
it to our wage, annual wage. 

The Cuatrman. I know you have. But this is what I am talking 
about, Mr. Kendall: Figuring it on the basis of an average, or how- 
ever you want to figure it, come to some definition of what is the 
weekly wage, and then provide that no payments may be made or will 
be made that represent less than 50 percent of that, but no payment 
will be made which is greater than two-thirds of the statewide average 
wage. Now, why would a State be justified in not going to that goal 
itself? That is what I am trying to figure out. at are the 
reasons ¢ 

Mr. Kenpauzi. What would worry me, Mr. Chairman, is that in our 
eat eg State, I have information here to the effect of this: We 
ound in 1958 over half were paid to workers with earnings of less 
than $1,700. Now, let’s get our annual earnings in mind in our State, 
and let us get our average weekly wage. e had a low average 
weekly wage in North Carolina. You have to understand North 
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Carolina, so that you will not point a finger at us and say: “Why?” 

It is a high, a very high, number of people who work for a limited 

— of weeks, due to seasonality and other type operations in the 
tate. 

Now, if you take an average weekly wage, somewhere around $60, 
which is what our average weekly wage—statewide—runs, and if you 
would take two-thirds of that, we would come up roughly with the $41 
that I mentioned this morning. Now, we are paying a maximum of 
$32 for 26 weeks’ uniform duration at the present time, on certain 
earnings. When you go back to the individual again, I say to you each 
one of those on an individual basis is getting 50 percent or better of 
his annual earnings. 

If you relate the average weekly benefit North Carolina paid and 
see what percentage of return you give with relationship to your aver- 
age weekly wage, it will look low. But again, if you go back to the 
information I have just given you, it shows that the majority of the 
people drawing unemployment insurance in our State are low-wage 
earners, and a great majority of these low-wage earners only work 
part time. 

So we have evolved an annual formula, not relating it to 30 times, 
to take care of our own particular need. And before I could say, 
“No, that would not create a problem,” I would like to talk with these 
people who draw up these formulas, to have them tell me what. is 
actually involved. But I have my doubts as to whether we could fit 
it in ‘and meet our economy as well as what we have evolved. 

And we are one of the few States that have evolved something of 
this kind. 

Mr. Trers. I think I could understand your question as it appears 
tome. There might be this sort of incentive in a State: For — 
in our State, we use 50 percent of the average weekly wage. But when 
we are granting benefits, we permit those individuals in the lower 

ay scale to get 60 percent rather than 50 percent, because for a num- 
bar of reasons, they are lower salaried, and they need a higher per- 
centage in order to pay the necessities of life. 

Now, if you collect X number of dollars, and you want to distribute 
it in this program, you have got to watch to see to it that you have 
got enough coming in in order to pay the amount going out. So the 
incentives in a State might be—such as our own; we are just trying it 
this year for the first time—to pay those lower salaried workers a 
higher percentage of their usual full-time weekly wage than we do the 
high salaried workers. 

Whether this is good or whether it is bad, I do not know, but I think 
it illustrates the strength of a State system, because it permits of a 
little freedom of action. 

Other States will watch this experiment, no doubt, and perhaps it 
will be good, and perhaps it will be discarded. But it is a partial 
answer to your statement. 

Might there be other incentives if a State would not want to go to 
the two-thirds maximum? And this might be a way of spending that 
money, rather than paying it out of the two-thirds. 

The Carman. They could go three-fifths, if they wanted to. I 
rit think there would have to be some maximum to protect the 

und. 
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Mr. Kenpatu. We go three-fifths to unemployed workers. 

The Cuatrman. Gentlemen, I am raising this question, because 
I think we get into the very crux of the whole purpose of unemploy- 
ment compensation. 

It was established, as I read the report of the two committees that 
worked on it, to try to accumulate funds in periods of prosperity to 
compensate in periods of declining employment for loss of ~, 
ing power; to put into operation a counter-cyclical force working con- 
trary to the deflation that is occurring when these payments are to 
be made in great number. ) 

Now, there must be, as I see it, some relationship, some overall 
relationship, developed by the State, with respect to each individual’s 
wage in order to properly compensate for that loss of wage or that 
loss of purchasing power. And I asked the question of Mr. Kendall 
and all of you about why States themselves would not take this action, 
because there might be, as Mr. Teets points out, some special reason 
within a State for not so gearing its benefit payments to the wage 
structure to create this compensation for loss that I am thinking 
about. 

But unless there were some compelling reasons, I would think 
it desirable for the States to move in that direction, as you have 
moved in that direction, but to move more completely to the point 
where the benefit will more nearly compensate for the loss of the 
actual wage that has been derived during the wage period. 

Your thought is that you have made great progress in moving in 
that direction; that if you were left alone you will continue such 
progress in time so as to finally bring you to that goal. I hope that is 
what you are saying, that you do not find objection to the goal itself, 
but that you want to do it on your own in the light of the needs that 
exist in your respective States, and not be told to do something that 
may not, in this respect, be entirely compatible with the needs of 
each individual State. 

Now, your primary concern about this whole bill, as I take it, and 
it is the concern, frankly, that I have about it, is this period of 
duration of 39 weeks. And it is in that particular standard that we 
find the situations that have been referred to in the course of this 
hearing, that give rise to the payment of benefits in excess of the actual 
wage earned in the wage period. Is that not true? 

Mr. Treers. That is correct. 

The Cuarrman. It is not a result of the first suggestion, of 50 per- 
cent of the individual’s wage, not to exceed two-thirds of the average, 
but it is that multiplied by the number of weeks that one is to receive 
it, that gives rise to the possibility of a total amount of benefits being 
paid in excess of the actual amount of earnings within the period. 

Is that not true? 

Mr. Morrison. I would not want the chairman to be misled here. 
I think there would be a great many problems resulting from increas- 
ing the maximum to two-thirds of the actual average weekly wage. 
We are presently paying 50 percent of the average weekly wage as a 
maximum, the average weekly wage being nearly $80 a week. We are 
paying $40 a week. The two-thirds would approximate $54 a week, 
and would require wages of $108 to qualify for it. When you com- 
pare the $54 with the $30 which might be offered in a new job, minus 
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the social security tax, the withholding tax, the other expenses, you are 
making the $54 very, very attractive, sir. 

The Cuarmman, All right, I am glad you raised that point. 

Mr. Morrison. And you are destroying, perhaps, on the part of 
some, the incentive to work. 

The Cuarrman. I am glad you raised that point, because I wanted 
to ask about it. If the program is administered as I know you 
gentlemen intend it to be administered, and certainly as the Congress 
would have it administered, it would not be possible for an individual 
to continue on unemployment compensation regardless of the differ- 
ence between his benefit and his weekly wage, whenever the employ- 
ment office has found him suitable employment and has offered that 
employment to him. So I think we may tend to overvalue this point 
as an argument against increased benefits that you have just referred 
to. It makes no difference, in the State of Kansas, what the benefit 
is. That benefit will not be drawn in the next week by the recipient 
if os have found him a job and you have presented that job to him 
and he has declined that job and refused to be available for work. 

Is that not true? 

Mr. Morrison. That is correct, sir. However, I would say that our 
employment service makes not more than 10 percent of the place- 
ments in industry in Kansas. We do not have control of the labor 
market. We should not have. 

The Cuatrman. I understand that. 

Mr. Morrison. We do not have all the jobs. 

The Cuatrman. But the individual is entitled to draw his benefit 
for the prescribed duration, until the employment service locates for 
him some job of suitable employment. That is true, is it not? 

Mr. Morrison. Until he refuses an offer of suitable work, made 
either by the employment service, the commissioner, or an employer. 
. The Cuatrman. You are saying, as I understand it that—because 

you only handle 10 percent of the job opportunities—it is entirely 

ible for jobs to be available for the given idle employee in the 
tate of Kansas, of which you would have no knowledge, and there- 
fore would not be in a position to make available to him ? 

Mr. Morrison. Yes. 

The Cuatrman. How can you improve that situation, under your 
State law, to where that bugaboo that is always discussed, of. too 
attractive benefits being made available, might not be so important? 

Mr. Morrison. We are constantly trying to improve that, not only 
in Kansas but throughout the Nation, sir. We are trying to prevail 
on the employers, that we have the largest pool of available labor, 
that we test the workers, and that they can economically use our 
employment service, rather than their own personnel departments. 

Mr. Teers. Mr. Chairman, I think in order that the record may be 
straight on that point I should say that there are many States that 
have a much higher penetration rate than apparently does Kansas. 
And also I would like to point out that this man who turn down this 
job you are talking about—if you pass these Federal standards, there 
is nothing the State could do about it —— postpone paying him 
his benefit. Now, the way we operate at the present time, we can 
nee him. We can say, “Either you go to work, or you don’t 

raw any benefits.” But if we pass these standards, we could not do 
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The CHarrman. I was getting to the point of what the States 
themselves might be willing to do or what they had set as a goal to do 
if we did nothing here in the way of Federal standards. I think you 
have satisfied my own thinking, that it is your goal, by and large, 
among the States, to get somewhat closer to the very standards Mr. 
Machrowicz suggested, the suggestion being that those be the appro- 
priate standards for the day. 

Am I right in that conclusion ? 

Mr. Trers. Absolutely. 

Mr. Morrison. I think we are constantly trying to improve. 

The Cuarrman. How long do you think it would be as a matter of 
State action, to get to that point, throughout the country ? 

Mr. Trets. I think we are there now, in our State. 

The CuatrmMan. From what you have said, you seem to be much 
nearer to it, if you are not already there, than most States. Let us 
just face up to this issue; do we have States where the Governors have 
to appeal to the Congress to make them do something that they, under 
the law, can’t do themselves, because of their inability to get through 
the legislature the things that they think are in the best interests of 
the working people? 

It is charged by some folks that this program is too one sided; that 
the legislatures are too one sided, and that the State administration 
of it is too one sided. You have heard those charges made? 

Mr. Trets. Yes. 

The Cuatrman. Are these Governors appealing to us to set such 
standards because they cannot do this job because of these pressures 
within their States? Is that what they are doing? 

Now, your Governor in Kansas apparently succeeded in getting 
through the legislature in this last session this great. improvement 
that. you have talked about. 

Mr. Morrison. Yes, sir. 

The Cuarrman. And yet he is not satisfied with it. He did not 
recommend to the Legislature of Kansas, did he, a 50-percent mini- 
mum and a two-thirds of the annual wage maximum, or a 39 weeks 
duration ¢ 

Mr. Morrison. No; he made the statement that I mentioned and 
read into the record. 

The Caran. I do not know your Governor. I am sure he is a 
very fine man. 

Mr. Morrison. Indeed. 

The Crarrman. But it would mean more to me when he tells us 
what to do, if he had tried to do it in his own legislature and had 
not sueceeded in doing it. 

Mr. Morrison. I may say we are very proud in Kansas, and I think 
the labor groups are very proud in Koensas, of the progress we have 
made in this last session of the legislature. 

The Cuarrman. I think you are entitled to be proud. You have 
made progress. There is no question about it. But what I would 
want to know about this correspondence that has taken place is why 
the Governor did not submit this kind of a request to his legislature 
since he could move in this area through State action. If he thought 
re is what ought to happen in Kansas, it could have been done 
there. 
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Now, why submit less than what he thinks is desirable and then 
call upon us to do the desirable? 

Mr. Macnrowicz. Did the Governor make a greater request than 
the legislature gave him? 

a Morrison. No, sir; this is the only statement the Governor 
made. 

Mr. Macurowicz. But he made recommendations to the legislature 
which were not followed? 

Mr. Morrison. No; he made recommendations to the legislature 
which were followed. 

The Cuairman. Did the legislature enact his program for improv- 
ing unemployment compensation? That is what Mr. Machrowicz is 
asking. 

Mr. Morrison. Unlike the Congress of the United States, the ad- 
ministration in Kansas does not necessarily present a measure setting 


forth each item that they desire. He simply makes this general state- 


ment here expressing the need for improvements. 

The Cuarrman. What did he say when he signed the bill? Do 
you know? Did he say anything about being dissatisfied ? 

Mr. Morrison. There was no comment appearing in the news- 
papers, sir. 

The Cuarrman. No comment at all? 

Mr. Morrison. None. 

The Carman. Well, my friend Mr. Teets about 30 minutes ago 
described some Jeffersonian democratic philosophy that sounded good 
to me. 

Mr. Mason. He announced some Taft philosophy, too, that sounded 
good to me. 

The CHarrMan. It may have been reminiscent of others, but it was 
started by Jefferson. That is what I was trying to say. 

Mr. Mason. I will agree to that. 

Gentlemen, I have a telegram here from Mr. Ralph Bellamy, presi- 
dent of the Actors Equity Association. I meant to inquire of the Un- 
der Secretary of Labor the other day; I do not quite understand what 
the problem is. He is to testify before tlie committee later. He says 
that “Actors are required to work in several different States during 
the course of the year by virtue of the nature of our profession. While 
some States have reciprocal agreements to cover such circumstances, it 
is not the case in all.” 

Then he gives an example of the situation between New Jersey and 
New York, in that they do not have a reciprocal agreement, while 
California and New York do have such an agreement, and he suggests 
that we should take some action here in order to facilitate the payment 
of unemployment compensation to such people who are required by 
their profession to work in several different States. 

Have you gentlemen been apprised of the problem in this area? 

Mr. Morrison. No, sir. 

The Cuarrman. Do you have a suggestion for correction of it? 

Mr. Morrison. No, sir. We have the interstate benefit arrange- 
ment, to which all States have subscribed. In this arrangement, the 
person having worked in New Jersey, in New York, in Kansas, or sev- 
eral States, can have his wages combined so that he may receive the 
maximum weekly benefit amount and the maximum duration prevail- 
ing in that State. 
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The Cuarrman. Would it be appropriate for us to require such an 
arrangement between States, or is that something that should be 
worked out by the States ¢ 

Mr. Morrison. It has worked satisfactorily for some 20 years. We 
have the problem with the construction workers, especially. 

The CuarrMan. I thought it worked in all States. I was not aware 
of this situation between New York and New Jersey. It says: “For 
example, New Jersey and New York do not have a reciprocal 

reement.” 

Mr. Morrison. I would like to check on that, Mr. Chairman, and 
submit a reply. 

Mr. Kenpauy. Mr. Chairman, I think that is certainly an unusual 
situation; that possibly we could use the good efforts of our Congress 
to see if we could not get two of our largest States together. 

The CuarrmMan. I thought certainly there would be such an agree- 
ment between those two States. 

Mr. Trers. May I say, Mr. Chairman: In the combining of wage 
credits, there is not complete agreement in all the States. Now, so far 
as handling entitlement is concerned, there is complete agreement. So 
this is a vague area and one which is not completely covered, but we 
have been working on it, and it is only a matter of time, in my opinion, 
until it is worked out. But there are a few areas, as Mr. Kendall says, 
where it is one of the things that could probably be worked out among 
the States. 

The Cuairman. It is your thought that you should be permitted 
to work it out in due course and not be required by Federal law to 

0 so 

Mr. Teets. That is right, sir. 

The CHatrman, Let me ask you this: Are you still having your 
troubles about this matter of being in compliance with the opinion 
of the Secretary of Labor ? 

Mr. Teers. Yes, sir. There is always the problem confronting 
you that we ought to have a judicial review. It is only fair. When 
we appear before the Congress of the United States, the Congress- 
men are sensitive, because they are elected by the people. You get 
a bureaucrat like myself, or one down here in Washington, and they 
get a little callused, you know, and they are apt to come out with 
some pretty arbitrary decisions. And these arbitrary decisions can 
affect the welfare of a lot of people in ‘the State. And there is 
nothing we can do about it except just like it. 

The Cuatrman. As a matter of fact, has any State been held not 
to be in compliance, or threatened with such, within the last 12 
months ? 

Mr. Trets. I do not think so. Not within the last 12 months. 
They have not been threatened. There have been letters that have 
been sent out that say a conformity question may be raised with 
regard to this. That is an entirely different matter than actually 
raising it. 

The Cuatrman. What kind of a problem existed in that instance? 

Mr. Teers. Well, in my own State, for example, we have not seen 
fit to put on “affiliated with.” There is a Federal regulation that 
says you must put on all of your employment offices the sign “Affili- 
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ated with the U.S. Employment Service,” and on your stationery. 
And we have not put it on. 

The Cuarrman. You mean you might be held as not in compliance? 

Mr. Teers. I do not know. We have received a letter that says it 
might be a conformity question. I have not been told that it is, 
And in fairness to the Federal people, I would say that we have dis- 
cussed it, and they said, “Well, we will review it,” and so on and so 
forth. But the regulation is there, and it says that we should do it. 
And if we do not do it, we could be held out of conformity. And we 
say that it is just a little arbitrary, from our standpoint. 

he CuamrmMan. You were left in a condition of mental anguish, 
then, as a result ? 

Mr. Teets. That is right. 

Mr. Kenpvaux. I think, Mr. Chairman, if I might add to that, there 
have been times when each one of us around this table have had letters 
and visits, where they will hold you suspenseful from 12 months to 
18 months, and you talk backward and forward, and have confer- 
ences, and in one or two instances we have held our ground on the 
matter and explained our position, and after 18 months, instead of 
my | it through, they have dropped it. 

Mr. Farmer. Mr. Chairman, the conference bill was introduced 
2 years ago. 

The Cuamman. You did not go in the right direction as to spon- 
sorship of it. You let Mr. Reed be sponsor of it. 

Mr. Farmer. The conference requested that we reopen negotiations 
with the Secretary of Labor and see if we could agree on such a bill. 
We never were able to get in agreement. Very frankly, they wanted 
certain conditions in there that we thought would so weaken the bill 
that we would be better off without it than to have one which weighed 
it in favor of the Federal Department. 

We were not able to agree, and we proposed to seek the introduction 
of the identical bill that was approved almost unanimously by the 
conference. It was proposed that I introduce it again this year. 

The Cuarrman. Have you thought of the possibility of further con- 
ferences with the people in the Department of Labor, in the hope 
that you can resolve the differences? 

Mr. Farmer. We had repeated meetings. We just got through 
about a month ago, Mr. Chairman. 

The Cuarman. You think it is something that the Congress itself 
will finally have to resolve ? 

Mr. Farmer. I think so, sir. 

The Cuarmman. Is that the feeling of all of your group? 

Mr. Farmer. Yes, sir; almost unanimously, with one or two votes 
to the contrary on it, that we should stand on that and should seek 
legislation. 

he Carman. Now, I want to ask you this final question: Why 
is it that you have to have so much more money to administer these 
programs at the State level? Can you not administer these programs 
with less money ? 

Mr. Farmer. We did not ask for that.. That was the Secretary’s 
0. rena There was enough money to meet State budgets this year. 

t is just about to get to the breaking point. He comes in and asks 
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for $78 million, as in that bill that was proposed yesterday, and that 
was not our idea. 

The Cuarrman. What I am talking about is this: Can you folks not 
spend less than you are spending and do this job ? 

Mr. Trets. I do not think so. I think at a time in the country 
where the costs of all operations are going up, salaries, rent, supplies, 
- the whole gamut, this program, like everything else that is being don 
is gomg to cost more money. In addition to that, you take a few o 
the States—and I am going to mention Michigan—and they get in 
real trouble and have to have a lot of money to bail themselves out, 
and I would say you have to have moneys available for them under 
some kind of a program. We would hope it would continue to be a 
loan program; but if not, I do not think you have enough money in 
the Congress to cover all the money that could be spent in all the 
States for all that needs to be done. 

The Cuairman. I am talking about the money that goes to you for 
adininistrative cost. Is that going to continue to rise? 

Mr. Trrrs. The more people you handle—if your unemployment 
load gets higher, it is going to cost you more to handle it. Every- 
thing to do with administrative costs are on the increase. I per- 
sonally have watched those figures pretty closely, and I think that 
the Secretary’s representative is correct in saying that in the near 
future, unless more money is provided, there will not be ample 
and sufficient funds in order to finance the program. 

The Cratrman. You have the double responsibility, of course, 
that within this allocation of money, and trying to find the job for 
the individual, and also paying him unemployment benefits, are the 
administrative costs of doing so. I realize that. Those purposes are 
very worth while, and there should be sufficient funds to take care 
of those administrative costs. But we found a few years ago that 
you could get by with less money. And you did a good job after we 
cut you. Do you remember that? 

Mr. Trerrs. Well, it did not work out quite that way. What actu- 
ally happened was this: You cut us, and because there are a lot of 
Fa Pt people in this program, they worked overtime and did a 
lot of work that you pas not continue on with on a long sustaining 
basis, in order to maintain the advances that had been made. But 
it was by reason of self-sacrifice of the people in the program, rather 
than having adequate funds. 

The Crairman. Do you then think that the Under Secretary is 
right, that these costs will rise? 

{r. Terrs. Yes, sir; I do. 

The CuairMan. Do you all agree to that? 

Mr. Kenpauu. I would like to say specifically in our State at that 
time we had people coming back nights and on Saturdays. And we 
did not pay them for overtime. That wy: up for a number of months. 
We met the issue to a great extent in that way. Then I would like 
to say, also, that in my existence in the program, when I went to 
this agency as chairman of the commission, we were paying $1,500 
to $1,800 or $1,900 for an interviewer giving interviews to the job- 
seeker, Now we are paying more than double the beginning salary, 
more than double the ending salary. Every State legislature has 
gone along, and, with one or two exceptions, have raised the general 
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wage levels of all State employees, and we went along with them, 
And they are behind by and large the paces set by business and in- 
dustry in the State. So we are not getting out ahead of them. The 
State government is trying to keep up with them. And that looks 
like the way it is going on. 

The CHarrmMan. Mr. Knox? 

Mr. Knox. I have listened very closely to the answers of the gen- 
tlemen relative to the questions eee concerning the admin- 
istrative cost. As wages and salaries increase in the industry, you 
have a greater take, as far as the unemployment compensation fund 
is concerned, do you not? 

Mr. Yes. 

Mr. Knox. It is difficult for me, then, to understand how you can 
justify an increase in administrative costs of one-tenth of 1 percent; 
and that is what you are requesting. Isthat right? 

Mr. Terrs. Well, we are actually not making any request. This 
request, of course, was made on the part of a Federal official. We 
were asked the question, if I understood it correctly, did I agree that 
it was necessary? I, speaking for myself, said, “Yes, it is necessary.” 

What you find is that at the time of high unemployment, when the 
load increases, is the very time when the payrolls that you are talking 
about are going down. The two work in inverse chronological order, 
And we can demonstrate that these costs have gone up. This money 
is allocated by the Federal Government on a workload-unit basis. We 
do not get any of these funds and are not justified on the basis of 
how many claims you take, the number of placements you make. 
Everything must be closely scrutinized. There was a Federal audit 
to see that it was done that way. I think it is one of the cleanest and 
most closely scrutinized programs in Government any place. We have 
not only the State master to serve, but also the Federal. And I think 
it is the only substitute that I know of in government for the profit 
system, and that is the jealousy of one government checking on another 
government. 

Mr. Knox. In other words, you justify. concurring in the Secretary’s 
views by virtue of the fact that the salaries and wages of today do 
not equal the salaries and wages of yesterday ? 

Mr. Tres. That is part of it. But I think in addition to that we 
are, in our employment service activities, expanding and increasing. 
We are affording more service to more people, both in agriculture 
and in nonagricultural activities, giving these people service in find- 
ing them jobs, I think there is a greater awareness today than ever 
before of the need of the public employment services furnishing these 
people with jobs quickly. And the emphasis is continuing in that 
connection. 

Mr. Morrison. Mr. Chairman, may I add a little to that? This 
increase in taxes, whether by means of increasing the wage base or 
the tax rate, contemplates increased expenditures. It also contem- 
plated building up a loan fund of $550 million. It further contem- 
plated creation of a trust fund of $250 million, in order that this 
Congress, in appropriating moneys, will not be required to call on 
general revenue sources. 

Those three things are contemplated by reason of this tax adjust- 
ment or tax increase. 
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Mr. Knox. You are aware of the fact that a $200 million ceiling 
is called for. 

Mr. Morrison. A $200 million fund, yes. 

Mr. Knox. How do you expect to go to $550 million without an 
authorization ¢ 

Mr. Morrison. I beg your pardon, sir? 

Mr. Knox. I say, How would you expect to build the fund to $550 
million without an authorization ? 

Mr. Morrison. Let me say that the Reed fund does not provide 
a ceiling of $200 million. It requires a fund of $200 million before 
any further distribution of funds is made. But the fund may exceed 
the $200 million. It is proposed by the Labor Department in the 
new legislation to create a loan fund of $550 million. 

Mr. Knox. How can it reach $550 million, in the circumstances? 

Mr. Morrison. That is what this bill would seek to do. 

Mr. Knox. I am not speaking about the bill, but about the law that 
exists ew Not what is to be anticipated, but what is actually the 
law today. 

Mr. —_— Certainly the law permits the distribution of funds 
when this loan fund exceeds $200 million. Actually, the loan fund 
is dissipated, now. I think one State has borrowed $112 million, and 
another State has asked for funds in excess of those remaining. 

‘ Mr. Knox. Of course, Congress made a direct appropriation to the 
und, 

Mr. Kenpati. When was that done? No, sir, not to my knowledge, 
unless it has been done in the last week or so. 

Mr. Mason. Not for the Reed fund. The Reed fund simply gets 
the excess over the administration until it reaches $200 million. Then 
any excess over that is distributed back to the States pro rata. That 
was on a refund, because I was on the subcommittee that worked it out. 
And now the justification for the increase in this tax is not only the 
small increase in administration costs, but an effort—and the authori- 
zation is there—to change the Reed fund into a $500 million fund. 
And it would take considerable excess to bring that back up to that 
amount. 

Mr. Morrison. Mr. Chairman, with relation to the increased costs 
of this program, the Appropriations Committee of the Congress last 
year raised this same question, and it required the Bureau to make a 
report on the increased costs. The conference representatives collabo- 
rated with the Bureau in drafting such a report, which has been sub- 
mitted to the Committee on i I unfortunately do not 
have it with me at this time. It is well-documented material that I 
think explains in detail the reasons. 

Mr. Farmer. Mr. Chairman, we were in doubt whether it was a 
$550 million fund, or a $200 million trust fund. That was not our 
proposal. We were only talking about the method of tax. 

The Cuatrman. I understand. You prefer this method suggested 
by you to that suggested by the Under Pei & 

Mr. Farmer. There is no use in taxing all the States to put money 
in a State that does not need it. We do not need it. Our fund is 
automatically self-replenishing. This amount would not be a dro 
in the bucket to States like Michigan and Pennsylvania. It woul 
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not do them much good. Other States do not need it. That is why 
we suggested an increased tax rate. 

The Cuamrman. Any further questions? 

If not, gentlemen, again, let us thank you for coming to the com- 
mittee, and discussing these problems with us. We appreciate it very 
much. 


Mr. Morrison. Thank you, sir. 
(The following was sikeneentie filed with the committee :) 


INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES 


Hon. D. MILs, 
Chairman, House Committee on Ways and Means, 
New House Office Building, Washington, D.C. 


Dear Mr. MILts: First, we wish to express our thanks for the privilege you 
extended us to set out our further views for the record in relation to the financ- 
ing provisions of the bill proposed to your committee by the Department of 
Labor. Though the executive committee of the Interstate Conference of Em- 
ployment Security Agencies had consulted with the Department of Labor officials 
on matters of mutual concern in early March, we were not apprised of the De- 
partment’s intention to make proposals concerning the financing provisions of 
the Federal-State unemployment compensation program. It was not until we 
arrived in the city to appear before your committee that we had knowledge in 
the matter. After more careful consideration of the Department's proposals, 
we are able to give more definitive observations than was possible on the ocea- 
sion of our appearance. 

With respect to the content of the proposals, we are able to speak in a rep- 
resentative capacity for the State agencies in two particulars only. The con- 
ference is on record for the establishment of a trust fund to receive and disburse 
the proceeds of Federal tax collections. It is also on record for the replenish- 
ment of the so-called Reed loan fund, but the matter of replenishment is quite 
different from that proposed by the Department. This will be later explained. 

It clearly appears from the Undersecretary’s statement (page 9) that the 
extension of the wage base to $4,200 is motivated solely for securing additional 
Federal revenue for the purpose of (a) providing additional funds to meet the 
accelerating administrative costs of the program, and (b) replenish and main- 
tain a fund from which the States with depleted reserves may secure repayable 

» advances to enable them to meet benefit costs. This view as to the base of the 
Department’s proposals is fully borne out by an examination of the text of the 
recommendations made to the Secretary by the Federal Advisory Council on 
Employment Security and the report of the official observer of the interstate 
conference who was in attendance at the time the Council acted. 

At the 1958 meeting in October of the interstate conference, a study commit- 
tee was authorized to recommend to the conference a position with respect to a 
change in the Federal tax base or the Federal tax rate, or both. The chair- 
man of this committee, Professor E. J. Eberling of Vanderbilt University, has 
just completed arrangements for a series of meetings of State statisticians and 
researchers to proceed with an appraisal. Its recommendations will be made 
at the annual meeting this October. In view of the fact that the conference 
can have no official position in the matter until this fall, the views we express 
in relation to the proposed tax base increase cannot be considered as being 
made in our representative capacity, but must be deemed purely personal. 

In our opinion, the matter of increasing the tax base as against increasing the 
tax rate or combining these two approaches is one having many complexities. 
The matter requires far more consideration than apparently has been given it. 
The Federal Advisory Council to the Secretary of Labor in 1953 recommended in 
a practically unanimous action—with only one dissent—that an increase in the 
tax base was not indicated either for the effect it would have on the financing of 
benefits or the raising of additional administrative funds. In 1956, the Federal 
Advisory Council unanimously made the same recommendation. In December 
1958 the Council again recommended to the Secretary with respect to increasing 
the wage base. All labor members and one public member advised that the wage 
base should be extended to $3,600. All management members advised that Fed- 
eral tax rate should be increased to 4 percent with the retention of the existing 
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90 percent offset which would have permitted the Federal Government to secure 
(0.4 percent on taxable payrolls. Except for the one member voting with the 
labor panel, all other public members abstained. Our authority for this is the 
report of our official observer who was in attendance, Mr. Stephen Cromwell, of 
the Maryland agency. 

The report of the Council, as well as the report of our official observer, shows 
that the sole reason prompting the recommendation to increase the wage base to 
$3,600 was to increase Federal revenue to meet accelerating administrative costs. 
There was full concurrence in the study committee which presented the report 
to the Council that any tax base increases or tax rate increases to provide for 
additional funds to meet benefit costs should be left entirely within the province 
of the States. (See copy attached.) There is only one conceivable method for 
raising additional Federal funds to meet increasing administrative costs and to 
replenish a repayable advance fund in such manner as would not affect the 
benefit financing provisions of State laws. This single approach is the one pro- 
posed by Mr. John Morrison on the occasion of his appearance. It is to provide 
an additional 0.1 percent over and above the existing 3 percent Federal tax. It 
necessarily must be made an over-tax not related to the 3 percent tax against 
which a 90 percent credit is allowed. This additional 0.1 percent would provide 
approximately $112-$115 million per annum, as contrasted with the estimated 
$72 million that the $4,200 wage base increase would provide (as estimated by 
the Department). 

While the Department predicates its proposal of a $4,200 tax base on the neces- 
sity of obtaining more Federal funds ($72 million, the Under Secretary’s state- 
ment on page 10), it is nevertheless stated that “the increase in the wage base 
would in the calendar year 1960 provide an additional $324 million in State 
revenues (for benefit financing purposes) if State rates are not adjusted down- 
ward”. (Page 11 of the Under Secretary’s statement.) Of course, States with 
adequate—if not more than adequate—reserve would immediately act to adjust 
their experience rating formulas downward so that the overall revenue from 
employers would produce no more than prior the time that the State law was 
changed to conform with the Federal tax base increase. However, though the 
overall take from employers might remain the same, there would be a wide 
differential as between the impact on different classifications of employers and 
individual employers within these classifications. It is for this reason that the 
interstate conference is undertaking the study above noted. 

Since the Department’s proposal to extend the tax base is entirely predicated 
upon securing additional funds to provide further Federal revenue, it is in order 
to consider whether there is an immediate urgency in making such provision. 
Under existing Federal law, there is no established relationship between the 
0.3 percent Federal tax revenue and the provision of funds to meet administrative 
costs of the program. Prior to the enactment of the Mills-Mason bills of 1954 
(commonly referred to as the Reed Act), the Federal Government enjoys nearly a 
billion dollars “profit” which represents an excess of the 0.3 percent tax collee- 
tions over disbursements for administrative purposes. It would not therefore 
be entirely inappropriate for the Federal Government to continue to provide the 
necessary funds for administration for the next,2 or 3 years, even though the 0.3 
percent tax collections did not quite come up to the costs of administration. 

It is realized that if administrative costs continue to mount, and characteristi- 
cally are in excess of Federal tax collections, that the Congress would and should 
provide additional Federal revenue. However, in the next 2 years the $5 million 
or $6 million “deficit” estimated by the Department should be of no great concern. 
This period of time could be spent to great advantage in a really serious reexami- 
nation of the entire Federal-State tax structure—a reexamination that the inter- 
state conference has undertaken. The conference might well act to recommend to 
the Congress that (a) the wage base should be increased, (b) the tax rate 
should be increased, (c) both the tax and wage base should be increased. Any 
such recommendation will be predicated on a thorough study and amply docu- 
mented. There is no evidence of study or documentation on the part of those 
whose advice the Secretary of Labor has seen fit to take in proposing an increase 
in the wage base. 

It also may be pointed out that the proposed increase in the wage base will 
not produce additional revenue until the early spring of 1961. The proposal, if 
enacted into law, would not become effective until January 1, 1960. No taxes 
from employers would be due until the 3lst of January 1961. Therefore, the 
anticipated few million dollars “deficit” in the next year or two could not be met 
by the additional revenue contemplated in the proposal. 
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The raising of funds to meet administrative costs is now on a flat rate or so- 
cialized basis—0.3 percent on all taxable payroll up to $3,000. If there is a sin- 
cere desire to raise additional Federal funds without making for an impact on 
State financing provisions, then the approach of providing an additional 0.1 
percent to the Federal tax in the manner specified above must be followed. 

The 0.1 percent additional tax would be applicable to all covered employers 
rather than limited to the employers who have successfully stabilized their em- 
ployment or the high-wage industries. Tax for the administration of the public 
service program should be equally applied to all taxpayers because all are priv- 
ileged to use the service. The Department of Labor proposal would exclude 
from payment the increased costs of administration, seasonal industries, or other 
low-wage industries where earnings do not exceed $3,000. These are the indus- 
tries which make the greatest use of the public employment service whose workers 
file claims most frequently, thereby causing the increased costs of administration 
of the program. 

As noted with reference to administrative cost, the replenishment of the so- 
called Reed loan fund is not immediately possible through the proposed tax 
base increase. The fund balance is less than the requests for loans for repay- 
able advances (as pointed out by the Under Secretary). The extension of repay- 
able advances to Pennsylvania and such other States as may apply is an im- 
mediate problem. The only solution is the provision of moneys out of the Fed- 
eral Treasury. This provision is authorized through the making of the neces- 
Sary appropriations. In fact, there are two authorizations: the interstate con- 
ference, through a resolution at its last meeting, asked that appropriations may 
be made pursuant to the authorization contained in section 904(h) of the Social 
Security Act. These funds would be extended pursuant to the excess of nearly 
a billion dollars of “profit” which the Federal Government enjoys as an excess 
of the 0.3 percent tax collections over disbursements for administrative costs 
prior to 1954. Also, a repayable advance from the general account of the Treas- 
ury to the Reed loan fund is provided for in section 1202(c). 

In conclusion, we agree with the Department’s position that there should be 
added restrictions on the eligibility requirements of States in the securing of 
repayable advances. However, we would go further. We would impose even 
more restrictive conditions—comparable to those contained in making funds 
available under the recently expired Temporary Unemployment Compensation 
Act. We would be pleased to submit an amplification of our views, if you so 
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BENEFIT FINANCING 


(Excerpt from Report of Committee on Administrative Financing, Federal 
Advisory Council, December 2-3, 1958) 


In response to the request of the Legislative Review Committee, the Com- 
mittee considered alternative methods of benefit financing. It was the Com- 
mittee’s conclusion that any increase in benefit costs has a differential impact 
in different States because of the different incidence of unemployment and its 
costs resulting from differences in wage levels, different composition of indus- 
tries, etc. In view of these variations between States, it is our view that each 
State will have to study its own needs before it can reach a decision as to which 
benefit financing methods are appropriate for that State. If increased benefit 
financing is required, there are at least the four principal alternative methods: 
(1) increase. the taxable wage base from the present limitation of the first $3,000 
of each individual’s earnings; (2) increase the tax rate above the present 
“standard” State rate of 2.7 percent; (3) provide that no employer contribution 
rate shall be below a specified minimum; (4) require an employee contribution. 


The Cuarrman. Our next witness is Mr. Otis L. Hathcock. 
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Mr. Hathcock, will you please come forward and identify your- 
self for the record by giving us your name, your address, and the 
capacity in which you appear. 3 


STATEMENT OF OTIS HATHCOCK, GENERAL COUNSEL, GEORGIA 
EMPLOYMENT SECURITY AGENCY 


Mr. Harucock. Mr. Chairman and gentlemen of the committee, my 
name is Otis Hathcock. I am terete counsel for the Georgia Em- 
ployment Security A ney 

The Cuarrman. Mr. Hathcock, I understand that you are actually 
appearing for our friend of many years, Marvin Williamson, who 
could not be here. 

Mr. Harucock. Marvin Williamson was taken ill and has been 
hospitalized at the last minute, and I am substituting for him, and 
with your permission I would like to read his statement. 

The Cuatrman. Mr. Hathcock, we are pleased to have you here, 
but we hope there is nothing seriously wrong with Mr. Williamson. 

Mr. Harucock. It is possible that an operation will be necessary, 
but I hope it will not be necessary. 

The Cuarrman. Sorry to hear that, and please convey to him our 
best. wishes. 

Mr. Harucock. Thank you. 

The Georgia employment security law requires us to make every 
proper effort within our means to oppose and prevent any further 
action which would tend to effect complete or substantial federaliza- 
tion of State unemployment compensation funds or State employ- 
ment security programs; and I wish to thank you for this opportunity 
to stress the dangers inherent in the further centralization of power 
in Washington, and to make some suggestions and recommendations 
relating to the provisions of the Federal law governing unemploy- 
ment compensation. 

Experience has shown that the basic moral, political and philo- 
sophical beliefs sym ay the Federal-State system are sound. The 
present insurance system has been of substantial help to unemployed 
workers and to communities suffering from unemployment. Never- 
theless, some of those who are seeking to destroy this system would 
have you believe that locally elected and appointed officials are bent 
upon depriving their unemployed fellow citizens of rights which 
can only be safeguarded by the imposition of federally determined 
standards. 

Back in 1944, during one of perennial debates over Federal versus 
sa control of unemployment compensation, Senator Vandenberg 
said : 

* * * when we are asked to start this process by scrapping the standards of 
a successful, time-tried State system of unemployment insurance, substituting 
Washington as the centralized core of the new system, and imposing Washing- 
ton’s judgments upon the judgments of the States, I cannot escape the conclu- 
sion that we move diametrically away from prudence and wisdom and 
experience and simplicity and that we create more problems than we solve. 
Now, after 15 more years of successful experience with the Federal- 
State system, you are being urged to disregard that experience and 
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to convert the Federal-State unemployment compensation program 
into a disguised Federal relief program. 

The Interstate Conference of Employment Security Agencies, of 
which I am a past president, has long seen the necessity of having the 
amounts and duration of benefits as well as eligibility and disquali- 
fication provisions geared to the local economy and the community 
it serves so as to retain the incentives to seek work and to be productive. 

As early as 1939, the American Legion, at its national convention, 
went on record as favoring the continuation and improvement of 
experience rating under State laws as an incentive to employers to 
stabilize employment. At the convention in 1940, the Legion adopted 
the policy of opposing Federal legislation or rulings which would 
hamper experience rating by the States or lessen State control of 
the administration of unemployment compensation laws. 

After an exhaustive study in 1955, the Commission on Intergovern- 
mental Relations recommended that the responsibility for Denetits 
under the existing framework should continue to rest with the States. 

It is perhaps to be expected that when large numbers of workers 
are unemployed for a prolonged period, pressure will be exerted 
to so increase and extend benefits as to make supplemental relief 
measures unnecessary; but to yield further to such pressure would be 
to es the original purpose of unemployment insurance, which 
was to help mitigate some of the ills of temporary unemployment 
and not to solve the problems presented by long periods of mass 
unemployment. 

No one will question the need for taking steps to meet those prob- 
lems. Workers, who for one reason or another cannot find jobs after 
they have exhausted their benefits and other resources, must be given 
assistance, and I sometimes wonder if we should not go along with 
the original suggestion in the 1935 “Report to the President of the 
Committee on Economic Security” that a system of work relief proj- 
ects be devised to provide useful but less remunerative employment 
to such workers until they can find jobs in private industry. After 
pointing out that most people must live by work and that the first 
objective in a program of economic security must be maximum em- 
ployment, the committee said : 

We regard work as preferable to other forms of relief where possible. While 
we favor unemployment compensation in cash, we believe that it should be 
provided for limited periods on a contractual basis and without governmental 
subsidies. Public funds should be devoted to providing work rather than to 
introduce a relief element into what should be strictly an insurance system. 

We would all agree, I believe, that during a prolonged spell of 
unemployment a man needs something to do as much as he needs 
income for his family. 

But that is a different problem. Our immediate concern is with 
the unemployment compensation program and its preservation and 
continued development as a Federal-State system concerned with 
temporary unemployment. 

Some who insist upon Federal standards contend that the States 
have failed to increase benefit amounts to keep pace with the increase 
in wages and to lengthen duration to keep pace with the increase in 
the number and length of layoffs, though I doubt if they would so 
state the reason for lengthened duration. But a look at the record 
will show that States generally have increased both the amount and 
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the duration of benefits while giving due consideration to the ade- 
quacy of their trust funds. It is true, however, that the unemploy- 
ment compensation «agar in a few States whose officials and 
legislators are i ine ly susceptible to group pressures have moved 
rapidly and recklessly toward bankruptcy. The groups responsible 
for the plight of these States are now urging you to require all States 
to adopt costly and unrealistic standards designed to deplete their trust 
funds and through forced dependence upon the National Treasury 
become nationalized in fact if not in name. 

On page 14 of a staff report on the adequacy of benefits under 
unemployment insurance prepared for the steering committee of the 
Federal Advisory Council and released by Secretary of Labor 
Mitchell in October of 1958, he says: 


Most significant of the changes that have been made in the weekly benefit 


amount provisions of State laws have related to the maximum weekly payment. 
Fifteen dollars was the maximum in all but two States in 1938. In 1952, 81 


percent of the covered workers were in the 35 States with a maximum of $25 or 
more. Today in 42 States, with 89 percent of the covered workers, the maximum, 


excluding dependents’ allowance is $30 or more. The highest maximum for 
workers without dependents is $45 as compared with a high of $30 in 1952. 

On page 23 of the report, the Secretary gives the following 
information: 

When the program was initiated, all but six States limited benefits to a maxi- 
mum of 16 weeks or less; only one State provided a uniform duration of benefits. 
By 1952, 19 States with 61 percent of covered workers, provided a maximum of 
26 weeks. In 4 of these States, and in 10 others with lesser maximums, the 
duration of benefits was uniform. In 1958, 33 States with 78 percent of covered 
workers provide maximum duration of at least 26 weeks. 

In his statement to the Work Committee of the Commission on 
Intergovernmental Relations in June of 1955, Mr. Robert C. Goodwin, 
ms meoey Director of the Federal Bureau of Employment Security, 
sald: 


The existing Federal-State system has been sufficiently flexible to permit the 
States to adjust their employment security programs to their own individual 
needs. Similar adjustment in the Federal statutes has been made as the need 
for change has developed. The process of adaptation and change in Federal and 
State legislation and administration over the years has resulted in a reasonable 
balance Of Federal and State authority and responsibilities. 

In his statement to the Intergovernmental Relations Subcommittee 


Committee on Government Operations in April of 1958, 
e said: 


It is my considered opinion that the Federal-State relationship in the employ- 
ment security program has greatly improved in the last few years. I also believe 
that these improved relationships and methods of working together have resulted 
in-great improvement in the administration of the program. 

After reading the Secretary’s report on the adequacy of benefits 
and Mr, Goodwin’s statement about the improvement in administra- 
tion, one is led to wonder where the people who contend that there 
has been little or no progress under the present system get their 
information, 

It was clearly the intent of Congress when the original legislation 
was enacted that since the States were to be given the responsibility 
for the financing and payment of benefits, they should have complete 
discretion in determining who should be eligible for benefits and for 
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setting benefit levels. Now, advocates of Federal standards are con- 
cerned because there are disparities between the States with respect 
to the terms and conditions under which workers may become elibible 
for unemployment compensation as well as with respect to the amount 
of compensation and the time for which it is paid. But Congress 
recognized the fact that the problem of unemployment varied with 
the nature and degree of industrial development and that a program 
wholly adequate for a ae agricultural State or a State in which 
industry was well diversified might be wholly inadequate for a State 
largely dependent upon one major industry or a few seasonal in- 
dustries. 

States are different, and unemployment compensation p ms 

red to State needs will follow no uniform pattern, but the States 
88 improved and are improving their respective programs. No 
State, however, has come up with a system that will give the worker 
who contributes little to the economy a yearly income only slightly 
less than that of the man who works full time, and that seems to be 
the goal of the sponsors of some of the legislation before you. 

Some of those sponsors, actuated by humanitarian motives, are like 
people who, having found a spoonful of castor oil an effective treat- 
ment for mild indigestion, would prescribe a cupful as the cure for 
appendicitis. Unemployment compensation is a good remedy for 
temporary unemployment but a different remedy is required when 
unemployment is prolonged. Some, whose motives are selfish rather 
than humanitarian, want members of their organizations to live at 
the expense of the Federal Government after having hastily gobbled 
up State trust funds no longer protected by a reasonable ratio be- 
tween benefits and earnings and by the disqualification provisions of 
the various State laws. They seem to overlook the fact that payroll 
taxes provide the funds for paying benefits and that substantially 
increased payroll taxes may cause employers to hesitate to hire new 

»workers or make it impossible to retain old ones. 

The insurance principle which relates the employer’s tax to the 
degree of unemployment suffered by his workers and requires a rea- 
sonable relationship between the worker’s benefit rights, wages, and 
length of employment, has gained the respect and support of em- 
ployers, workers, and legislators. You are now asked to forfeit that 
support and respect in order to further the interests of some who, 
posing as champions of the unemployed, would have them become 
wards of the Federal Government. Because the Federal-State sys- 
tem has not done, could not do, and should not do the things that 
visionaries consider desirable and that power seekers would find use- 
ful, you are asked to junk it and provide not insurance but Govern- 
ment charity at a rate that would not only bankrupt State trust funds 
but would actively discourage the expansion of payrolls. 

We must achieve an expanding economy with fall employment, 
but I cannot think that anyone seriously believes that the way to 
expand the economy is to set up benefit standards that would en- 
courage employers to reduce instead of to expand payrolls, and en- 
courage workers to remain idle and dependent upon overly liberal 
compensation payments instead of trying to find jobs. 

It should be recognized that millions of families in this country 
today have two or more wage earners who contribute to the support 


of t 
earn 
avai 
gain 
cont 
effec 
that 
volu 
pere 
devi 
thin 
natu 
out 
men 
not | 
U 
one 
Stat 
take 
thro 
slow 
Tl 
pens 
W 
the - 
a re 
tion 
Stat 
= 
ax 
inste 
tom 
into 
Te 
the 
loan 
func 
eral 
the 
auth 
Adn 
if 
bece 
to a 
fina 
M 
wor 
istrs 
hiri 
min 
istrs 
Fed 


UNEMPLOYMENT COMPENSATION 253 


of the family. This lessens the incentive for the secondary wage 
earner to seek and find employment when job insurance payments are 
available for extended periods and largely replace the net income 
gained from working. This lessening of the incentive to work could 
contribute to higher quite rates and be generally damaging to the 
effectiveness of our whole working labor force. Georgia records show 
that 17 percent of the workers employed in manufacturing plants 
voluntarily quit their jobs last year or an average of almost 114 
percent per month. 

Some remarkable things have been done, and it may be possible to 
devise a system based upon a strange combination of bureaucratic 
thinking and autocratic activity that will repeal the laws of human 
nature and of economy and distribute income on the basis of need with- 
out destroying the system of private enterprise—but an unemploy- 
ment compensation program with unrealistic Federal standards is 
not that system. 

Under our present Federal-State system, improvements made in 
one State may be copied by other States, but a mistake made in one 
State may affect only that State and may be quickly rectified. Mis- 
takes made in the establishment of Federal standards, though felt 
throughout the country, would be reluctantly acknowledged and 
slowly corrected. 

There is no question but that we have a good unemployment com- 
pensation program. There is, of course, room for improvement. 

We need an adequate loan fund. At its last annual convention, 
the Interstate Conference of Employment Security Agencies adopted 
a resolution directing its officers to support an adequate appropria- 
tion to the Federal loan fund. We must have loans—not grants. If 
States, whose trust funds near depletion because of too liberal benefit 

rovisions, unusually heavy unemployment, weak disqualifications, 
ax administration or for other reasons, were able to obtain grants 
instead of loans there would be little incentive for the States to seek 
to maintain solvent funds and the insurance program would degenerate 
into a costly and undesirable Federal relief program. 

To assure that a financially sound system may be had and retained, 
the repayable Georgia loan fund principles must be retained. The 
loan fund should be increased by the immediate allocation to this 
fund the approximate $1 billion of excess collections under the Fed- 
eral sem enc Tax Act over administrative expenditures. By 
the foresight of this committee, the appropriation of said funds is 
aia by the Congress by the Unemployment Compensation 
Administrative Act of 1954. 

If an increase in either the tax rate or taxable wage base should 
become necessary, the offset tax arrangement would continue to work 
to advantage and could hardly be improved upon as a method of 
financing a Federal-State program. 

Many States have extended job insurance coverage to employees 
working for employers who hire one or more. No funds for admin- 
istrative cost are now collected from employers of three or less. Those 
hiring four or more have been and are now carrying the whole ad- 
ministrative cost load. This is source from whence additional admin- 
istrative cost funds can be had and at the same time strengthen the 
Federal-State program. 
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Neither title III of the Social Security Act nor the Federal Unem- 
ployment Tax Act contains provisions for any check by way of judi- 
cial review upon the correctness or soundness of findings of the Sec- 
retary of Labor, under which findings a State may become ineligible 
for administrative grants, taxpayers may become ineligible for tax 
credits and workers may be deprived of benefits. A true judicial re- 
view under which the reviewing court would exercise its individual 
judgment on all of the facts in the record and on the merits of the case 
as well as the law, has long been a goal of the Interstate Conference 
of Employment Security Agencies. Early in his administration, 
Secretary Mitchell expressed the opinion that the authority vested in 
the Secretary was perhaps excessive and might well be modified. 
Provisions should be made not for a perfunctory review but for a true 
judicial review which would adequately protect the integrity of the 
sovereign States in this relatively new type of Federal-State relation- 


ship. 

Dean Manion of South Bend, Inc., after quoting George Washing- 
ton who said, “Government is like fire, a dangerous servant, a fearful 
master,” continued his speech by saying: 

Government is precisely like fire. Fire is dangerous and is also useful and 
necessary. Knowing that fire is something to be alarmed about and that Goy- 
ernment is like fire, the Founding Fathers of this Republic devised the constitu- 
tional system as an iron wall built around the fire of government. 

If you saw 49 little fires burning, each one widely separated from the other, 
there you would see the pattern of our political system, one fire burning in each 
State of the Nation, and a little bit of a fire burning in a place called Washing- 
ton, D.C., each fire separated by high walls of checks and balances as fire 
protection. Now watch those fires converge, notice the fires dying out and dis- 
appearing in the 48 States and combining to become a conflagration in Wash- 
ington, D.C. That is what is happening today: 

Let’s not pour oil on the fire by imposing unrealistic and undesir- 
able Federal standards on the Federal-State unemployment compen- 
sation program. 

The Cuatrman. Mr. Hathcock, we thank you, sir, for appearing in 
lieu of Mr. Williamson. 

Mr. Harucock. Thank you for the privilege of appearing before 

ou. 
: The Cuarmman. Mr. Knox will inquire. 

Mr. Knox. I do not desire to interrogate the present witness, but 
I do have a request to keep the record open so that it may be corrected 
relative to the $640 million sgueensialan by the Congress for payment 
of debt under the temporary employment compensation law. The 
Congress did appropriate $640 million in a direct appropriation and 
used the Reed formula to implement the payment of deficit. That 
formula was already drafted, and it was not disturbed in any manner 
or form. That is part of the record in the answer to Mr. Morrison 
of the Interstate Conference of Employment Security Agencies, who 
testified prior to the present witness. 

Mr. Macurowicz. I just have one question. 

I want to know whether I understand your first statement correctly. 
You say that the Georgia law requires you to make every proper effort 
within your means to oppose and prevent any further action which 
would tend to— 


effect complete or substantial federalization of State unemployment compensation 
funds or State employment security programs. 
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Mr. Hatucock. That is correct, sir. 

Mr. Macurowicz. And you interpret that law to mean that if you 
would now speak on behalf of Federal standards, that would be a 
violation of the law ? 

Mr. Harucock. I do not understand your question, Mr. Congress- 
man. 

Mr. Macurowicz. You say that those of us who are trying to have 
Federal standards enacted are seeking to destroy the system. I know 
there may be differences of opinion whether or not what we seek is 
the correct way of doing it, but I had no idea that I was attempting to 
seek to destroy our system. And I wanted to know whether you inter- 

ret that law, which I think you do, that any acts on your part support- 
ing Federal standards would be such an action which was prohibited 
by the Georgia law. 

Mr. Harucock. The Georgia law prohibits us from approving or 
supporting any action which might tend to federalize the Rtate unem- 
ployment compensation law. 

Mr. Macurowicz. And Federal standards, in your opinion, is such 
an action ¢ 

Mr. Harucock. Federal standards such as are incorporated in the 
bill under discussion would have a tendency to ultimately federalize 
the program, or it would violate the provisions of the Georgia law with 
reference to the payment of benefits, so as to come within the provisions 
of giving ‘ariadichinn over such matters to the Federal Government, 
and therefore it is necessary, under the provisions of the Georgia law, 
to oppose any such standards. ~ 

Mr. Macurowicz. And any attempt on your part to express your 
own personal beliefs, if they happened to be in favor of Federal stand- 
ards, would be a violation of the law ? 

Mr. Harucock. Our personal opinion could be expressed, although 
it would not be representative of the State law, sir. 

Mr. Macurowicz. Well, my dear sir, I would be the last one in the 
world to attempt to see you lose your position. So I am not going 
to question you one bit further on your statement. 

Mr. Harucocr. I would be happy to answer the question and give 
you my personal opinion, sir. 

The Cuarrman. Thank you, Mr. Hathcock, for coming before the 
committee. 

Our next witness is Mr. Richard A. Lester, representing the New 
Jersey Department of Labor and Industry, chairman of the State eco- 
nomic council; also professor at Princeton University. 


STATEMENT OF RICHARD A. LESTER, PROFESSOR OF ECONOMICS, 
PRINCETON UNIVERSITY 


Mr. Lester. Mr. Chairman, members of the committee, perhaps I 
should explain that I am appearing here in a certain sense under two 
or three different hats. I am a professor of economics at Princeton 
University. I have also been a professor at Duke, the University of 
Washington, and Haverford. So I have been around the country a 
bit. I am at present, as I will explain in a moment, the chairman 
of the Employment Security Council in New Jersey. 

IL have a statement here, Mr. Chairman. If I may, I would like to 
read most of it. It is only seven and a half pages. 
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The Cuatrman. If you do eliminate any of it, however the entire 
statement will appear in the record, without objection. 

Mr. Lester. All right. 

For the record, I am Richard A. Lester, professor of economics, 
and faculty associate in the industrial relations section at Princeton 
University. I have been a student of unemployment relief and un- 
employment compensation for over 25 years. I helped draft the 
initial Unemployment Compensation Act in New Jersey. From 1952 
to 1954, I was a member of the Federal Advisory Council on Employ- 
ment Security, and from 1955 to date I Masentbatel chairman of the 
New Jersey State Employment Security Council. I have written 
extensively on unemployment compensation, including a report pre- 
pared for the Gommittee for Economic Development, a business 
group, published under the title, “Providing for Unemployed 
Workers in the Transition (1945).” 

I would like now briefly to outline some of the shortcomings of 
prearrangements. Some of these you have had discussed rather fully, 
so I will not have to deal with these in any extensive degree. 

Experience during the postwar period has clearly indicated 
structural and other defects in our Federal-State system of unem- 
ployment compensation. 

Because of these defects, unemployment benefits are covering only 
20 to 25 percent of the wage loss from unemployment in a recession, 
and the Penefits for heads of families are generally no more than 
sufficient to cover just food costs during the weeks that benefits are 
actually being drawn. 

Some of the benefit adequacy studies of the States indicate that. 

The result is that unemployment compensation is failing to per- 
form adequately its function as a built-in stabilizer, designed to help 
support consumption expenditures as production and employment 
slump in a recession. 

The defects may be briefly indicated as follows: 

1. Inadequate coverage. In 1958, apparently one out of three who 
were unemployed received no unemployment insurance benefits, and 
at any one time in 1958 about 2 million unemployed were not draw- 
ing benefits under the State programs. 

2. Inadequate benefits. The benefit ceilings are generally too low 
and the maximum duration in most State laws is too short, if you 
do not add the temporary unemployment compensation, for a reces- 
sion like that from 1957 to 1959. 

When the State laws were first enacted, benefit ceilings were in 
proper proportion. In the late 1930’s generally the State ceilings 
were about two-thirds of average weekly earnings in covered employ- 
ment in the State. For the past 6 years, however, they have aver- 
aged around two-fifths of the average earnings in covered employment, 
with the consequence that over half of all beneficiaries have their 
weekly benefits lopped off by relatively low ceilings. 

For the kind of unemployment we have had in heavy industry dur- 
ing the past year and a half, the benefit duration that is, the regular 
benefit dovediées: in most State laws is generally too short. In mid- 
1958 some million unemployed had been jobless for 6 months or more. 
The benefit exhaustion rates last year rose to abnormally high totals in 
States with maximum duration of only 16, 18, or 20 weeks. In such 
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States, the number of persons exhausting benefit rights increased to 
a figure two-fifths to one-half the number drawing their first week 
of benefits in those States. 

3. No national sharing of unemployment costs. The incidence of 
severe unemployment tends to be concentrated in specific industries 
and areas. That means an especially heavy drain on certain State 
funds and the placing of an extraordinary tax burden on all branches 
of industry in those particular States. The uneven incidence of 
the drain in 1958 is indicated in the attached table (on page 271), 
which is on the back. This table includes the temporary unemploy- 
ment compensation, and it shows about 22 States in which the benefit 
payments last year exceeded 2.7 percent of the covered payroll, and 
it also lists some 8 States at the other extreme, in which the benefit 
payments in 1958 totaled less than 1.5 percent of taxable wages in the 
State. 

The Federal-State system lacks financial arrangements suited to 
meet such an uneven incidence. Loans for extended benefits only 
increase the tax burden on industry located in the most affected States 
and, thus, handicap further their industry in interstate competition, 
tending to cause a vicious circle of unemployment breeding more 
unemployment. Reinsurance, as I will outline in a moment, is a par- 
tial remedy, it seems to me, for such a vicious circle. 

Clearly, industry and consumers in less affected States, as well as 
the National Government, share some of the responsibility for dips in 
demand for the products manufactured in the more affected States. 
Let me say that during a recession a good part of the recession, the 
drop in unemployment, is caused by such factors as the reduction in 
inventories, the reduction in expenditures for equipment and plants, 
the reduction in foreign purchases of our commodities. And so it is 
true that even though you have States like these eight States that 
are relatively einiaiocted in terms of their own employees—neverthe- 
less, their purchases of inventory or lack of purchases of inventory, 
their purchases or lack of purchases of anita equipment, their pur- 
chases or lack of purchases of new plant and equipment, could mean, 
as it has in the State of New Jersey and other States, a real reduction 
in employment in those States, even though actually the employees 
of those companies would not change very much in those other States. 

Inadequate benefit provisions in some States help to curtail demand 
for the products of other States. Consequently, the Federal Govern- 
ment has a major interest in adequate arrangements for unemploy- 
ment compensation. Particularly is that true now that recent reces- 
sions have taught us the importance of maintaining and encouraging 
consumption as a means of moderating and shortening business slumps. 

In the postwar slumps since World War II, it is quite clear that 
the maintaining of consumption has been a significant factor in short- 
ening and moderating the recessions that we have. 

The shortcomings in our unemployment compensation setup I have 
explained more fully in a published paper that I presented at a social 
security conference sponsored by three Michigan universities last 
November. I have here a copy of that paper, which can be included 
with my testimony if the committee wishes. It runs about eight 
pages. It deals more with this question of the effect of the provisions 
of our unemployment compensation laws and how the business cycle, 
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the cycle since 1955—the unemployment compensation particularly for 
the second year of recession has not been very adequate. 

The Cuamman. Without objection, that will appear at the conclu- 
sion of your statement. 

Mr. Lester. Turning now to what I consider to be remedies for the 
situation, the foregoing analysis indicates the kind of remedies needed 
to cure some of the existing defects. For the sake of brevity, I shall 
explain in summary form my views on particular proposals, includin 
those in the Karsten and other bills before the committee. I shoul 
like, however, to explain more fully the importance of reinsurance and 
the kinds of provisions for reinsurance that, in my opinion, a bill 
should embody. 

I think the provisions in the present bill have some weaknesses, 
which I will try to indicate. 

1. Reinsurance or national sharing of excessive State benefit drains. 
The case for some national sharing of excessively heavy unemploy- 
ment benefit costs in particular States due to a national business 
downturn should be evident from the preceding remarks and from 
experience during the past year anda half, 

Or from this table which I appended at the end, which shows a wide 
variation in the benefit costs in some of these States. 

In my judgment, any Federal reinsurance program should be simple 
and based only on the outflow principle, and it should not include 
some of the complicating eligibility requirements in the Karsten-type 
bills. In outline form, I would set up the reinsurance program as 
follows: 

(a) Base Federal reimbursement squarely on the coinsurance prin- 
ciple of sharing in the benefit costs in the State above a certain benefit 
outflow, say above 2.7 percent of taxable wages in the State in any 
calendar quarter. The Karsten-type bills are unsatisfactory to the 
extent that they add a State fund balance requirement (sec. 1201 on 
p 11, lines 7-14 and 22-23 and p. 12, lines 1-6 and 15-22) to an out- 

ow requirement (p. 13, lines 1-7). To require that a State fund 
approach insolvency before that State is.eligible for Federal sharing 
of its excessive benefits’ drain is to penalize Tnaneial prudence, to dis- 
courage employee contributions which we have in New Jersey—we 
are one of the two States that have that—and to encourage cyclically 
accentuating tax changes. Under this type of bill you would have 
some encouragement to keep your taxes low in good times and raise 
them when the outflow expands. And I think that would be bad from 
the point of view of the long, overall cyclical aspects of unemployment 
compensation. The lowering of State unem aman taxes in good 
times insofar as feasible so that the State fund will be low and, there- 
fore, qualify sooner for reinsurance grants when a business recession 
sets 

(6) On an outflow basis, the Federal share might be, say, one-half 
of the amount that a State’s total benefits exceeds 2.7 percent of the 
Federal taxable payroll in the State in a calendar quarter. I put 
that “Federal taxable payroll,” because in New Jersey and some other 
States you have a problem where they have already in five States added 
an additional] tax base of $3,600, and in the case of Alaska $4,200, so 
that it does seem to me you ought to put it on a uniform Federal basis 
rather than the individual State basis, because otherwise you tend to 
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penalize the State that a its taxable poral beyond the Federal, 
whether it adds new employments or whether it adds to the tax base. 
And, say, three-quarters of the amount in excess of 3.5 percent of such 
taxable payroll. The financial support that such a program could 
have provided in some 22 States in 1958 is indicated in the attached 
table (approximately but not exactly because it contains annual, not 
quarterly, figures that would need to be put on exactly the same time 
basis and corrected for the Federal taxable wage base). It should be 
pointed out that, in another recession, the impact in individual States 
would undoubtedly be somewhat different, so that other States might 
then qualify for reinsurance. 

And this is true. In the 1949 recession the States that were hit were 
mostly those in the Northeast, the New England States, especially. 
And I have no doubt that in future recessions, when perhaps the soft 
goods will be more heavily hit, there will be other States that will be 
affected more severely. So that I do not want to leave the impression 
that this group of States is a constant group. I think it is a fluctuat- 
ing group from recession to recession. 

(c) The Federal share could be met from the 0.3 percent Federal 
tax now used for administration, loans to State funds, and Reed bill 
grants to State funds. The inflow from the 0.3 percent tax would be 
enlarged if the wage base for the Federal tax were increased from the 
$3,000 limit to $4,200, as it should be because now some one-third of 
payroll escapes the tax. In New Jersey almost two-fifths of the 

yayroll now escapes the tax, because the two-fifths is above the $3,000 
imit. 

Of course, if the taxable base were increased, the break-points for 
reinsurance ought to be adjusted downward in proportion. 

Roughly, I would say that the figures I have of 2.7 and 3.5, if 
you had the wage base at $4,200, would be perhaps roughly 2 percent 
and 2.5 percent, instead of 2.7 and 3.5. 

(d) State participation in the reinsurance program should be on a 
voluntary basis. And I want to emphasize this. This should not be 
compulsory on any State, to go into such a program. But it should 
have one or two simple eligibility requirements. Perhaps the only 
necessary eligibility requirements would be that a State at all times 
have an average contribution rate (employer plus employee) of, say, 
at least lor 1.2 percent. (It isnot clear whether the Karsten-type bills 
include employee contributions in the 1.2 percent minimum contri- 
bution rate on page 12, line 9.) To limit the Federal liability, it 
could be stipulated that Federal sharing would only apply to indi- 
vidual weekly benefits only up to a figure of, say, two-thirds of 
average weekly wages in covered employment in the State and for 
no more than 39 weeks in any benefit year. 

You could put other limitations if you wished on the liability that 
the Federal Govteupaeis would incur in connection with how generous, 
how liberal, the benefits were. 

In my judgment, such a Federal reinsurance program would go a 
long way toward rectifying the main structural defects that have be- 
come evident in the present Federal-State program. Not only would 
it aon $0 reduce the great variations in tax burdens for unemploy- 

ment benefits, but also it would serve to encourage individual States 


to improve benefit levels along the line that is proposed in the bill 
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and along the line that you mentioned, Mr. Chairman, and duration, 
and would also reduce to some extent the competition for industry 
between States in terms of unemployment taxes and benefits. 

Other measures aimed at accomplishing some of the same purposes 
ineciude: 

2. Minimum benefit standards required of all States. The Social 
Security Act contains requirements that the State laws must meet with 
respect to the payment of benefits in order to have Federal approval. 
The Karsten-type bills would add a minimum standard for State 
weekly benefit maximums, a minimum duration for State benefits, and 
maximums in terms of earnings or employment in the base year neces- 
sary to qualify for benefits (pp. 3-4). 

Given a reinsurance program, the main justification for benefit 
standards in the Social Security Act, in my judgment, would seem to 
be to bring a few patently laggard States up to a generally acceptable 
minimum standard that recognizes the national interest in unemploy- 
ment compensation. 

In other words, I agree to some extent if you had reinsurance—I 
would agree to some of the things that were said here by the four or 
five gentlemen who represented the Interstate Conference. The rein- 
surance program should provide much of the necessary Federal in- 
ducement for adequate benefits in most States. 

If the objective is to prevent a kind of “cutthroat” or “standards 
undermining” competition by a few States, then any Federal benefit 
standards should be in the nature of a floor, and a fairly flexible one, 
in the sense that it might be met by some combination of benefit levels 
and duration, or possibly by minimum contribution rate. I doubt 
the wisdom at this time of attempting to specify maximum wage and 
employment requirements for eligibility in a Federal law. In my 
judgment, it would be a mistake now to require, as the Karsten-type 

ills would, that all States on July 1, 1960, have a uniform duration 
‘of 39 weeks of benefits for persons with no more than 20 weeks of 
employment in the base year. 

We have a variable duration in New Jersey, and for some of the 
reasons that were indicated earlier, we want to maintain, and I think 
we ought to maintain, a variable duration. And I would not want 
by Federal standards to require us to go to uniform duration of 39 
weeks. 

8. As a possibility, in addition to the reinsurance program, a floor 
to the tax offset. As another or further means of putting a floor to 
interstate competition in unemployment tax reduction, it has been 
proposed that, say, only 2.2 percent instead of the 2.7 percent possible 
tax offset be allowed under the Social Security Act. That would 
mean that no covered employer would have a State tax of less than 
0.5 percent; complete exemption from the State unemployment tax 
would not be possible for covered employers in any State. Since this 
type of provision is not contained in the pending bills, I will only 
mention it. 

But I want to say that the justification is partly on the grounds 
that the individual employers in States where they have not been hit 
heavily by employment are in part responsible through inventory 
variations, through variations in their purchases of equipment, 
through variations in their expenditures for plant, for the variation 
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in employment that occurs in the more industrial States that pro- 
duce the goods that they put into inventory or do not put into inven- 
tory for the capital equipment that they do or do not buy and for the 
materials going into the plants that they do or do not build. 

Finally, 4, expansion of the coverage and the base of the Federal 
unemployment tax. From my discussion of shortcomings, it is evi- 
dent that the Federal payroll tax for unemployment compensation 
purposes should be extended to large numbers of employers and em- 
ployments presently excluded. Also the $3,000 limit established 2 
decades ago is obsolete and should be raised to $4,200 as the tax base 
in old age insurance was sometime ago. And, of course, old age in- 
surance now has been raised to $4,800. In recognition of this need 
for an increase in the wages, in the tax base, five States have already 
raised their tax base above the Federal level. 

Now, in New Jersey, in this year’s report of the Employment Se- 
curity Council, which is a tripartite group, and last year’s, we rec- 
ommended that the tax base in New Jersey be raised, and for these 
reasons: 

The firms gaining the most from this outmoded ceiling of $3,000 are those 
whose employees draw more in benefits than the firm pays in tax contributions. 

In other words, they are the ones that drain more from the fund 
than they pay into it. 

The more obsolete the ceiling becomes, the more their contributions 
at the rate of 2.7 percent. These that drain more out of the fund 
than they put into it are taxed at 2.7 percent. Thus, the greater 
becomes their net drain on the State’s employment compensation fund. 
Raising the tax base, as we proposed last year and this year, to $3,600, 
would also involve a small increase in the contribution of firms at the 
minimum tax rate in New Jersey, which is 0.3 percent. And tempo- 
rarily, until their contribution-benefits ratios were improved—because, 
you see, their contribution-benefits ratios are based on the net addition 
to the fund, divided by the taxable wage, and so if you raise the base, 
the taxable wage item would rise—temporarily, until their contribu- 
tion ratios were improved, the firms in between the tax rates at the top 
and those at the bottom would have an added contribution. 

That, however, would be true only for a brief period of transition. 
The bulk of the increase in taxes after this transitional period would 
come from firms placing a heavy drain on the State fund, because of 
the seasonality of their operations and because of the irregularity of 
their operations. 

We made a very careful study of this, and, based on the figures for 
1957, the eight branches of industry in New Jersey that represented 
the largest total net drain on the fund had had these percentages of 
wages excluded by the $3,000 limit, 13 percent, 17 percent, 22 percent, 
32 percent, 33 percent, and 35 percent, of their wages, in those 
branches of industry that drained heaviest on the fund. Their tax 
base was limited to those percentages because of this $3,000 limitation. 

Now, the employers in our State initially, when they appeared at 
our hearings, said that they were against raising this tax base. When 
we showed these figures to them, they said they had no realization that 
the figures were this way, and they wanted to get back and make a 
study of it. So far we have not heard from them, but I think they 
had assumed, as many people do, that these industries that have the 
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irregularity in employment and the seasonality are necessarily the 
low-wage industries. Certainly from our analysis of statistics in New 
Jersey, that is not the case. 

In conclusion, I would stress again the importance of a Federal 
reinsurance program as a means of helping to correct the major 
defects in our Federal-State program of unemployment compensa- 
tion, which have been so clearly revealed in this recession. 

That concludes my formal remarks, Mr. Chairman. 

The Crarrman. Mr. Lester, is yours a State where the legislature 
meets in the odd-numbered years ? 

Mr. Lester. No, sir; our State has a legislature that is meeting 
almost continuously, They meet every year, but they meet about 
once a week or twice a week. They adjourn temporarily. We are the 
State that has the most frequent meetings, spread over the year, of any 
State in the Union. 

We area small State. It is easy for them to get to Trenton. And 
they seem to like to come. 

he CuarrMan. It is a little unusual for a State to have its legisla- 
ture in session as often as yours is in session. 

What I was leading to is this: Have these recommendations of your 
advisory group for an increase in the wage base been considered by 
the legislature to date? 

Mr. Lester. Mr. Chairman, these two reports, last year’s and this 
year’s, have about 16 recommendations dealing with coverage, dealing 
with various aspects of administration, dealing with fraud, dealing 
with a great many things, benefits, of course. Legislation has been 
introduced. But my experience has been that it is very difficult—al- 
though we submit this to the Governor and the State legislature, and 
our report is almost unanimous. In only 2 items of the 16 on which 
we make recommendation are the employee or the employer repre- 
sentatives on the advisory council in dissent. Nevertheless, getting 
’ it through the legislature is very difficult. 

Now, a bill did pass this December. It does not include the raisin 
of the tax base, Mr. Chairman. And I am frank to say that I thin 
it is because of two things. One is that we have, of course, an em- 
ployee contribution, and if we raise the tax base we raise the em- 
ployee contribution as well as the employer contribution. 

nd, the employers, as I indicated earlier, initially were against 
it. They have not come in and said that they were for it. 

Third, the argument has been made that it is difficult for the State 
to do this in the absence of the Federal Government doing it. 

I do not think that that argument is a necessarily valid one, because 
five States have done this, but it seems to be an effective one with the 
people in our State. 

The CuamrMan. Js the argument used in opposition to a State doing 
this on its own, that it puts itself in a position of not being competitive 
in industrial development ? Is that the basic argument? 

Mr. Lester. Well, it is used to some extent. I do not think it isa 
valid argument in this case to any extent, but it would be true that 
the higher wage industries would say, “Well, this is in our tax base 
in New Jersey. Temporarily it wil raise our tax rate.” I think 
over the long run, it would not make a great deal of difference to that 
industry, ket do not think it is a valid argument. 
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Superficially, it seems like a good argument. 

The CaarrmMan. Well, we had testimony earlier that it was not a 
valid argument. 

Mr. Lester. I am making a distinction between changing the base 
and the argument on the basis of the total cost of the program. Now, 
our ee are very bitter and very vigorous in insisting that we 
cannot have the tax rate in New Jersey a great deal more than in other 
States. They are very strong on that when it comes to raising bene- 
fits. They did go along with extension, but in general they feel that 
they have to oppose raising the benefits in New Jersey. We have 
a pretty liberal benefit program in New Jersey. Not the ceiling, but 
we pay two-thirds, benefits equivalent to two-thirds, of the first $45 
earned. So if a fellow has only $45 earnings, he gets $30 benefits. 
Our formula then drops down to two-fifths, beyond the $45, the first 
$45. So that we have a fairly expensive benefit arrangement. 

The Cuarman. In addition to your unemployment benefit pro- 
gram, - you also have this program of temporary disability pay- 
ments 

Mr. Lester. Yes, we do. And the temporary disability benefits 
board also has recommended, as we have to raise the tax base. They 
an en to raise it to $4,200. But they have also not been successful. 

e CuatrMan. Is it because of the introduction of the temporary 
disability program that the employee was taxed ? 

Mr. Lester. No, the employee tax we put in initially, Congressman. 
I helped to put that in our initial law, because we assumed that New 
Jersey wanie have a relatively heavy tax burden, because of the char- 
acter of its industry, and we wanted to make our State law financially 
as sound as possible. And we have always had a very sound financial 
arrangement in our State p ams. 

The Cuamman. I am glad to be corrected on that, bej3ause I had 
been under the impression that the two came in about the same time 
and were related. 

Mr. Lester. No. No, we have contributed under our employee 
contribution in New Jersey some $330 million since the founding of 
the system, which is about equivalent to our total reserve at the present 
time. So we have made a real contribution on the employee side. 

The Cuarrman. Is your fund considered to be sound at this time? 

Mr. Lester. We think so. But it has meant as our fund has gone 
down our tax rate has gone up. So that our combined tax rate last 
year was 2.12. And we will know on March 31 when the calculations 
are up. It may go up for all employers another 3 percent. It is a 
very close margin. Our fund has been drawn down now, and if it 
goes below 7 percent of taxable wages on March 31, our tax rate will 
go up again. And if it does not occur this year, I think it will occur 
next year, because we are paying out in the first quarter of this year 
very heavy benefits, too. 

r. Berrs. You say there are two States that provided for em- 
ployee contributions; just two? 
_ Mr. Lester. Just two. There used to be a few more, but they took 
it away. 

Mr. Berrs. For my own edification, what is the argument against 
employee contribution ? 


l 
4 
4 
t 
1 
r 
y 
4 
n 
h 
l- 
st 
e 
7e 
a 
ut 
se 
ik 
at 


264 UNEMPLOYMENT COMPENSATION 


Mr. Lester. I do not think there is an especially good argument, 
Con. man. That is one reason that I argued for it initially. I 
think there is a good argument for having some employee contribu- 
tion to the program. But one reason is, of course, because the Federal 
tax is only on the employer. So the States, if they are deciding that 
they are only going to do the minimum, do it in terms of the Federal 
tax and leave it at that point. 

The Cuamman. What is the other State that applies this to the 
employees ? 

Mr. Lester. I think it is Alabama, but I am not very certain. It is 
a very small fraction. Ours is the only substantial amount. We draw 
in some $11 or $12 million a year. 

The Cuarrman. And the rate on the employee is what? 

Mr. Lester. A quarter of a percent. 

The Cuatrman. Any other questions ? 

Mr. Aucer. Before Professor Lester goes: As a fellow Princetonian, 
I must admit to a certain bewilderment in the last few minutes, just 
as I had back in class. 

Mr. Lester. We try to straighten them out before the end of the 
term. 

Mr. Acer. My professors threw just as much at me and just as fast. 
But if I had the time, I would like to explore several things further, 
including these. This matter of the definition or remmsurance, against 
grants and loans as we have been cponinagey, 3 here, what is wrong 
with the present law, why the States cannot handle it—and my im- 
pression is that the States are handling it and doing progressively bet- 
ter as time passes—and further this matter of voluntary State par- 
ticipation you mentioned on page 6, and again the Federal induce- 
ment on page 7, and finally the fact that Michigan again appears to 
be in a class all by itself, back in your final table. 

Mr. Lester. No; I would say Michigan is not in a class by itself, 
Congressman. We are right up there, too. 

r. Arcer. Let me point out that Michigan is 6.2, and the nearest 
State to it is 4.7. ’ 

Mr. Lester. No; Alaska is 5.4. 

Mr. Areer. No, no. Let us talk about the States that have been 
with us a while. I am telling you that Michigan is in a class by 
itself, and these figures are authoritative. In fact, the average of this 
list has to be in the middle 3’s, and Michigan is up there double. I 
am just saying, Professor, that I think this again shows that Michigan 
is all by itself there. 

Mr. Leute No; I will not agree with you, Congressman. We have 
already borrowed from the Federal Government, and will have bor- 
rowed by the end of June, some $43 million. Now, that is a very 
heavy indebtedness for New Jersey to take under the temporary pro- 
gram. That is the equivalent of about $30 per covered employee in 
the State. 

Mr. Auger. New Jersey is 4.3, Michigan 6.3, and the average of the 
rest must be about 3. Now, I am just using your figures. 

Again, Mr. Chairman, I do not want to take more time now. 

Professor, I am only explaining to you the thing I would like to 
go into with you if we had the time. But at this time of day I cannot 
in fairness to my colleagues go into it further. I would like to have 
any additional information you would care to send to me. 
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The CuatrMan. Without objection, Mr. Lester, you may include 
other material requested by Mr. Alger in the record at this point. 
(The material referred to is as follows :) 


ADDITIONAL Cost CONSIDERATIONS IN SUPPORT OF REINSURANCE 


This supplementary memorandum is submitted in further answer to some of 
the questions raised in yesterday’s hearings, especially in connection with my 
testimony. 

One question implied that Michigan would always be the chief gainer among 
States under a reinsurance program because in calendar year 1958 the total 
benefit payments in Michigan amounted to 6.3 percent of taxable wages, Alaska 
coming next with a ratio of 5.4 percent and then Pennsylvania with 4.7 percent. 
The assumption seemed to be (1) that a reinsurance program would be of 
special benefit to Michigan and (2) that an annual benefit outflow of 4.3 to 
4.7 percent of taxable wages is a rate that a State can meet without affecting 
its industry in interstate competition. Both conclusions are invalid. 


THE VARYING STATE IMPACT OF RECESSIONS 


In the two preceding postwar recessions (1948-49 and 1953-54) the benefit 
drain on States was significantly different from that in the 1958—59 recession. 
In calendar 1949 the States with total benefits in excess of 2.7 percent of taxable 
wages were: 


Percent Percent 


Note that Vermont and New Hampshire are on the 1949 list but not among 
the 22 States on the 1958 list attached to the statement I presented with my 
testimony. And note especially that Michigan was not on this 1949 list because 
in that year its total benefits were only 1.9 percent of taxable wages. 

In calendar 1954 the distribution of the States with a ratio of total benefits 
to taxable wages in excess of 2.7 percent was as follows: 


Percent Percent 


Note that Kentucky, Michigan, Pennsylvania, Tennessee, and West Virginia 
are on the 1954 but not on the 1949 list, and California, Connecticut, Maine, 
Massachusetts, New Hampshire, New York, and Vermont are on the 1949 but 
not on the 1954 list. Also note that Michigan is, down near the bottom of the 
list in 1954. 

RELATIVE COST BURDEN ON STATES’ INDUSTRIES 


The benefit outflow for New Jersey in this recession has been a serious one. 
Even with the so-called recovery, unemployment in New Jersey reached a peak 
of 221,600 or 9.3 percent of the labor force in January, which was approximately 
the same as the previous peak of 222,000 in March and May 1958. The result has 
been that total benefit payments under the State program amounted to $53,- 
685,421 for the first quarter of 1959, which is around 4.8 percent of taxable wages 
in the State for a quarter. 

During 1958 and the first quarter of 1959, total State benefits in New Jersey 
amounted to $240,552,202, or the equivalent of about $160 for every covered 
worker in the State. (This compares with a figure of around $40, or one-fourth 
as much, in States like Florida, Virginia, and Texas.) Although the average 
employer-plus-employee tax rate for unemployment in New Jersey in 1958 was 
2.17 percent, New Jersey’s reserve fund dropped by $110,643,000 between Decem- 
ber 31, 1957, and March 31, 1959, and in addition the State went into debt to 
the Federal Government to the extent of $41,244,682 during the same period 
under the temporary unemployment compensation program and will be in debt 
to the Federal Government under that program by over $30 for every worker 
in covered employment in the State when the program ends on June 30, 1959. 
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In contrast to an average New Jersey tax last year of 2.17 percent of taxable 
payroll are these average rates: 0.4 percent for Virginia, 0.6 for Texas, 0.6 for 
Colorado, 0.7 percent in Delaware, and 0.8 in Florida. It is interesting to note 
that Florida, Virginia, and Texas not only had no temporary unemployment 
compensation program but had low maximum durations of 5-16 weeks, 8-18 
weeks, and 8-plus to 24 weeks respectively. Indeed, the Florida duration was 
actually reduced during the past 6 years, for in 1952 it was 7-plus to 16 weeks. 

During yesterday’s hearings, Congressman Alger stressed that increasing 
unemployment taxes (even temporary increases caused by raising the Federal 
unemployment tax base from $3,000 to $4,200 with experience rating) would 
mean higher production costs, less employment, and higher prices. If a tempo- 
rary unemployment tax rise of 40 percent would have such adverse effects on 
employment and prices, surely a much higher percentage unemployment tax 
rise in an individual State would have a much greater effect on employment and 
prices in that individual State. And surely a State with an unemployment tax 
three times as much as in a number of other States thereby handicaps its in- 
dustry in interstate competition through higher costs and higher prices. On 
the basis of his tax reasoning, it would seem that Congressman Alger would be 
especially concerned about the employment and price effects in individual States 
from heavier unemployment taxes resulting from a markedly uneven incidence 
of unemployment. 

As I pointed out in my testimony, recession unemployment chiefly arises from 
causes outside the State. The customers of New Jersey industry are largely 
firms and consumers in the other 47 States and abroad. In the other 47 States 
the customers include steady employers who lower employment in New Jersey 
by drawipg down their inventories of Jersey produced items, by reducing their 
purchases of Jersey produced equipment, and by cutting down on plant expendi- 
tures which would embody Jersey produced items. Thus, firms in agricultural 
States may have fairly steady employment (packing meat, canning foods, or 
processing fibers) yet through their inventory and capital investment policies 
may really be responsible for a good part of the recession unemployment in 
New Jersey. 

Furthermore, the Federal Government, through tight or loose monetary 
policy, through changes in the level of Federal expenditures which represent 
one-fifth of the Nation’s gross national product, and through foreign trade 
policies, has a direct effect on unemployment in New Jersey. 

Not only is there a Federal responsibility and an interstate responsibility for 
the uneven incidence of unemployment, there is also an unemployment benefit 
factor. Low benefit levels permit the unemployed to keep up much of their 
food expenditure but that is about all. The nonfarm items that they formerly 
bought are the ones hardest hit by low benefits. 

The question that now faces a State like New Jersey is how can it meet the 
extraordinary burden of unemployment last year and this year, restore the 
balance in its unemployment compensation fund to the pre-1958 level, and pay 
back to the Federal Government its borrowings for temporary unemployment 
compensation and also meet the next recession in the 4-year cycle, which would 
be due about 1962-63? How can New Jersey do all this and, in addition, improve 
its unemployment compensation program to the benefit levels that the Federal 
Government has been strongly urging for the past 5 years and yet not penalize 
its industry significantly in interstate competition? 

In this connection, one element that should not be overlooked is the fact that 
unemployment benefit levels do not stand alone. If a State raises unemploy- 
ment benefits, it generally has also to raise workmen’s compensation and (in 
a State like New Jersey) temporary disability benefit levels as well. The re 
lationships between unemployment benefit levels and the other programs in a 
State that represent added payroll costs are often overlooked by persons who 
say that unemployment benefit costs alone are not enough to affect industrial 
location. 

The Any further questions? 

We do appreciate your bringing to us your viewpoint. Thank you 
very much for coming before the committee. ! | 

Mr. Lester. Thank you very much. I appreciate the opportunity 
to be here, Mr. Chairman. ‘ 

(The prepared statement of Mr. Richard A. Lester and the book- 
let, Proceedings of the Social Security Conference, are as follows :) 
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STATEMENT BY J. DouGLaAs Brown’ AND RicHarpD A. LESTER* ON THE URGENT 
NEED TO REVISE THE FEDERAL-STATE UNEMPLOYMENT INSURANCE PROGRAM 


Two decades of American experience, culminating in the recession of 1957-58, 
have shown the following principles to be essential to a sound and effective 
system of unemployment insurance in this country. The system— 

1. Should cover all who are normally engaged in employment by another. 

2. If nationwide uniformity is impossible— 

(a) should evolve toward such common minimum limits of adequacy 
and costs that the mobility of labor and industry throughout the country 
is not influenced, and 

(b) should develop common standards of eligibility to assure equi- 
table handling of claims in all areas. 

8. Should, in all areas, provide sufficient benefits in amount and duration— 

(a) to protect individuals, and 

(b) to assure compensatory flows of purchasing power to mitigate, 
in some degree, the impact of business recession. 

4. Should, if not a national system, utilize the financial resources and 
administrative powers of the National Government to reinforce the strength 
of the State systems, especially in time of heavy unemployment. 

5. Should, in respect to the beneficiary, require a continuing attachment to 
the labor market. 

6. Should, in respect to the employer, incorporate the principle that all 
must share in the assurance of an effective and available labor force, within 
a healthy economy. 

What are the next steps in improving the American unemployment insurance 
program as an element in a comprehensive system? There is a great deal to be 
done. We are faced with a long and difficult task of reconstruction of a program 
that has proved structurally deficient. We cannot start over. The job is one 
of strengthening the mechanism we have, so that it can meet the needs and 
strains of the decades ahead. The most urgent steps are: 

1. Establish, by Federal action, a floor in the rate of contribution to State 
unemployment insurance funds by any employer. This should be 0.5 per- 
cent. The 0.3 percent Federal collection would be additional to this. Such 
a floor is vitally needed to reverse the trend toward the competitive lowering 
of tax costs to entice industry from State to State. 

2. Establish, by Federal action, the requirement that State programs pay 
benefits up to an appropriate maximum in amount, perhaps two-thirds of 
the average level of wages in covered employment, and for a duration up to 
a maximum of 39 weeks, where an appropriate earning record is evidenced. 

3. Establish, by use of that portion of the 0.3 percent collection by the 
Federal Government not used for administration, a national reinsurance 
fund. The participation by State systems in the reinsurance fund should 
be subject to their prior and voluntary agreement to charge at all times an 
average rate of contribution to their own fund of, say, at least 1.2 percent, 
in addition to the 0.3 percent Federal collection. Under such a compact, 
the Federal reinsurance fund would agree to reimburse the State system as 
follows: ; 

(a) One-half of the amount in any quarter by which disbursements 
exceed a breakpoint of 2 percent of the average covered payroll in such 
quarter, and 


1J. Douglas Brown has been active in the study of unemployment problems and social 
insurance since his membership on President Hoover’s Emergency Committee for Employ- 
ment in 1980-31. He served on the staff of the Committee on Economic Security which in 
1934-35 developed the Social Security Act and was Chairman of the Advisory Council on 
Social Security which in 1938-39 recommended to Congress the essential features of the 
present old age, survivors, and disability insurance program. He has also served on the 
Advisory Councils of 1948-49 and 1958-59. He was technical adviser to the New Jersey 
Social Security Commission in 1935-36, and assisted in the drafting of the New Jersey 
unemployment insurance law. From 1926 to 1955, he was director of the industrial 
relations section of Princeton University and has been dean of the faculty since 1946. 
Richard A. Lester aided in the preparation of the New Jersey unemployment insu~ance 
law in 1936, prepared a report on “Providing for Unemployed Workers in the Transition 
(1945)” for the Committee for Economic Development, was a member of the Federal 
ey Council on Employment Security (1952-54), and since 1955 has been chairman 
of the Employment Security Council in New Jersey. He is Joseph Douglas Green, 1895 
professor of economics at Princeton University and former chairman of Princeton's 
department of economics and sociology. 
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(b) Three-quarters of the amount in any quarter by which disburse- 
ments exceed a breakpoint of 3 percent of the average covered payroll in 
such quarter. 

The breakpoints for reinsurance could be set only after actuarial studies. 
Certain overall limits of benefit level and duration would be required to pro- 
tect the reinsurance fund. The rate of 0.3 percent collected by the Federal 
Government might need be increased. The States should be left the respon- 
sibility to assure that they collected enough contributions in normal times 
to bear their share of the drain in times of business recession. 

4. Encourage States facing heavy swings in employment to introduce 
an employee contribution into their unemployment insurance programs in 
order to assure adequate protection without sharply increased interstate 
differentials in employer cost with their adverse effects on plant location. 

5. Encourage States not facing heavy swings in employment and which 
now have excessive unemployment insurance reserves to utilize such reserves 
in approved programs of cash temporary disability insurance. By this 
means, the existing inadequacy of protection against industrial accidents, as 
well as against nonoccupational illness, could be met in some degree. 

These steps are logical, practical, and of common advantage to the worker, em- 
ployer, and the public. Whether they are politically feasible depends upon 
whether the parties of interest prefer to be rational or emotional in their ap- 
proach to a practical economic problem. Unemployment insurance performs a 
valuable function in compensating both lost earnings and lost purchasing power 
in times of recession. This has been proved. Recessions in the United States 
have come to have national and international significance. It is a time for 


commonsense and not polemics. 
J. Dovetas Brown, 


Ricnarp A. LESTER, 
Princeton University. 


Marcu 1959. 


STATEMENT OF RicHARD A. LESTER, PROFESSOR OF ECONOMICS, 
PRINCETON UNIVERSITY 


For the record, I am Richard A. Lester, professor of economics and faculty 
associate in the industrial relations section at Princeton University. I have 
been a student of une.ployment relief and unemployment compensation for 
over 25 years. I helped draft the initial Unemployment Compensation Act in New 
Jersey. From 1952 to 1954, I was a member of the Federal Advisory Council on 
Employment Security, and from 1955 to date I have been chairman of the New 
Jersey State Employment Security Council. I have written extensively on 
unemployment compensation, including a report prepared for the Committee for 
Economic Development, a business group, published under the title, “Providing 
for Unemployed Workers in the Transition (1945).” 


SHORTCOMINGS 


Experience during the postwar period has clearly indicated structural and 
other defects in our Federal-State system of unemployment compensation. 

Because of these defects, unemployment benefits are covering only 20 to 25 
percent of the wage loss from unemployment in a recession, and the benefits 
for heads of families are generally no more than sufficient to cover just food 
costs during the weeks that benefits are actually being drawn. 

The result is that unemployment compensation is failing to perform adequately 
its function as a built-in stabilizer, designed to help support consumption 
expenditures as production and employment slump in a recession. 

The defects may be briefly indicated as follows: 

1. Inadequate coverage.—In 1958 apparently one out of three who were 
unemployed received no unemployment insurance benefits, and at any one time 
in 1958 about two million unemployed were not drawing benefits under the 
State programs. 

2. Inadequate benefits—The benefit ceilings are generally too low and the 
maximum duration in most State laws is too short for a recession like that from 
1957 to 1959. 

When the State laws were first enacted, benefit ceilings were in proper pro- 
portion. In the late 1930's, generally the State ceilings were about two-thirds 
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of average weekly earnings in covered employment in the State. For the past 
6 years, however, they have averaged around two-fifths with the consequence 
that over half of all beneficiaries have their weekly benefits lopped off by rela- 
tively low ceilings. 

For the kind of unemployment we have had in heavy industry during the past 
year and a half, the benefit duration in the State laws is generally too short. In 
mid-1958 some million unemployed had been jobless for 6 months or more. The 
benefit exhaustion rates last year rose to abnormally high totals in States with 
maximum duration of only 16, 18, or 20 weeks. In such States, the number of 
persons exhausting benefit rights increased to a figure two-fifths to one half 
the number drawing their first week of benefits in those States. 

3. No national sharing of unemployment costs.— The incidence of severe un- 
employment tends to be concentrated in specific industries and areas. That 
means an especially heavy drain on certain State funds and the placing of an 
extraordinary tax burden on all branches of industry in those particular States. 
The uneven incidence of the drain in 1958 is indicated in the attached table, 
listing all the States whose benefit payments (including TUC) exceeded 2.7 
percent of covered payroll last year. Also listed are the States at the other 
extreme, whose benefit payments in 1958 totaled less than 1.5 percent of taxable 
wages in the State. 

The Federal-State system lacks financial arrangements suited to meet such 
an uneven incidence. Loans for extended benefits only increase the tax burden 
on industry located in the “most affected States and, thus, handicap further 
their industry in interstate competition, tending to cause a vicious circle of 
unemployment breeding more unemployment. Reinsurance is a partial remedy 
for such a vicious circle. 

Clearly, industry and consumers in less affected States, as well as the Na- 
tional Government, share some of the responsibility for dips in demand for 
the products manufactured in the more affected States. Inadequate benefit 
provisions in some States help to curtail demand for the products of other 
States. Consequently, the Federal Government has a major interest in ade- 
quate arrangements for unemployment compensation. Particularly is that true 
now that recent recessions have taught us the importance of maintaining and 
encouraging consumption as a means of moderating and shortening business 
slumps. 

The shortcomings in our unemployment compensation set-up I have explained 
more fully in a published paper that I presented at a social security conference 
sponsored by three Michigan universities last November. I have here a copy 
of that paper, which can be included with my testimony if the committee 
wishes. 

REMEDIES 


The foregoing analysis indicates the kind of remedies needed to cure some 
of the existing defects. For the sake of brevity, I shall explain in summary 
form my views on particular proposals, including those in the Karsten and other 
bills before the committee. I should like, however, to explain more fully the 
importance of reinsurance and the kinds of proyisions for reinsurance that, 
in my opinion, a bill should embody. 

1. Reinsurance or national sharing of excessive. State benefit drains.—The 
case for some national sharing of excessively heavy unemployment benefit 
costs in particular States due to a national business downturn should be 
evident from the preceding remarks and from experience during the past year 
and a half. 

In my judgment, any Federal reinsurance program should be simple and 
based only on the outflow principle, and it should not include some of the 
complicating eligibility requirements in the Karsten type bills. In outline form, 
I would set up the reinsurance program as follows : 

(a) Base Federal reimbursement squarely on the coinsurance principle of 
sharing in the benefit costs in the State above a certain benefit outflow, say 
above 2.7 percent of taxable wages in the State in any calendar quarter. The 
Karsten type bills are unsatisfactory to the extent that they add a State fund 
balance requirement (sec. 1201 on p. 11, lines 7-14 and 22-23 and p. 12, lines 1-6 
and 15-22) to an outflow requirement (p. 13, lines 1-7). To require that a 
State fund approach insolvency before that State is eligible for Federal shar- 
ing if its excessive benefits’ drain is to penalize financial prudence, to discourage 
employee contributions which we have in New Jersey, and to encourage cyclically 
accentuating tax changes—the lowering of State unemployment taxes in good 
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times insofar as feasible so that the State fund will be low and, therefore, 
qualify sooner for reinsurance grants when a business recession set in. 

(b) On an outflow basis, the Federal share might be (say) one-half of the 
amount that a State’s total benefits exceeds 2.7 percent of the Federal taxable 
payroll in the State in a calendar quarter and (say) three-quarters of the amount 
in excess of 3.5 percent of such taxable payroll. The financial support that such 
& program could have provided in some 22 States in 1958 is indicated in the 
attached table (approximately but not exactly, because it contains annual, not 
‘quarterly, figures that would need to be put on exactly the same time basis and 
corrected for the Federal taxable wage base). It should be pointed out that, in 
another recession, the impact in individual States would undoubtedly be some- 
what different, so that other States might then qualify for reinsurance. 

(c) The Federal share could be met from the 0.3 percent Federal tax now used 
for administration, loans to State funds, and Reed-bill grants to State funds. 
The inflow from the 0.3 percent tax would be enlarged if the wage base for the 
Federal tax were increased from the $3,000 limit to $4,200, as it should be because 
now some one-third of payroll escapes the tax. Of course, if the taxable wage 
base were increased, the break-points for reinsurance ought to be adjusted down- 
ward in proportion. 

(d) State participation in the reinsurance program should be on a voluntary 
basis with but one or two simple eligibility requirements. Perhaps the only ne- 
cessary eligibility required would be that a State at all times have an average 
contribution rate (employer plus employee) of (say) at least 1 or 1.2 percent. 
(It is not clear whether the Karsten type bills include employee contributions in 
the 1.2 percent minimum contribution rate on p. 12, line 9.) To limit the Federal 
liability, it could be stipulated that Federal sharing would only apply to indi- 
vidual weekly benefits only up to a figure of (say) two-thirds of average weekly 
wages in covered employment in the State and for no more than (say) 39 weeks 
in any benefit year. 

In my judgment, such a Federal reinsurance program would go a long way to- 
ward rectifying the main structural defects that have become evident in the 
present Federal-State program. Not only would it help to reduce the great varia- 
tions in tax burdens for unemployment benefits, but also it would serve to en- 
courage individual States to improve benefit levels and duration and would also 
reduce to some extent the competition for industry between States in terms of 
unemployment taxes and benefits. 

Other measures aimed at accomplishing some of the same purposes include: 

2. Minimum benefit standards required of all States—The Social Security 
Act contains requirements that the State laws must meet with respect to the 
payment of benefits in order to have Federal approval. The Karsten type bills 
would add a minimum standard for State weekly benefit maximums, a minimum 
duration for State benefits, and maximums in terms of earnings or employment 
in the base year necessary to qualify for benefits (pp. 3-4). 

Given a reinsurance program, the main justification for benefit standards in 
the Social Security Act would seem to be to bring a few patently laggard States 
up to a generally acceptable minimum standard that recognizes the national in- 
terest in unemployment compensation. The reinsurance program should pro- 
vide much of the necessary Federal inducement for adequate benefits in most 
States. 

If the objective is to prevent a kind of “cutthroat” or “standards-undermin- 
ing” competition by a few States, then any Federal benefit standards should be 

in the nature of a floor, and a fairly flexible one in the sense that it might be 
met by some combination of benefit levels and duration, or possibly by a mini- 
mum contribution rate. I doubt the wisdom at this time of attempting to specify 
maximum wage and employment requirements for eligibility in a Federal Jaw. 
In my judgment, it would be a mistake now to require, as the Karsten type bills 
would, that all States on July 1, 1960, have a uniform duration of 39 weeks of 
benefits for persons with no more than 20 weeks of employment in the base year. 

3. A floor to the tax offset.—As another or further means of putting a floor to 

interstate competition in unemployment tax reduction, it has been proposed that 
(say) only 2.2 percent instead of the 2.7 percent possible tax offset be allowed 
under the Social Security Act. That would mean that no covered employer 
would have a State tax of less than 0.5 percent; complete exemption from the 
State unemployment tax would not be possible for covered employers in any 
State. Since this type of provision is not contained in the pending bills, I will 
only mention it. ; 
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4. Expansion of the coverage and the base of the Federal unemployment tar. — 
From my discussion of shortcomings, it is evident that the Federal payroll tax 
for unemployment compensation purposes should be extended to large numbers 
of employers and employments presently excluded. Also the $3,000 limit estab- 
lished two decades ago is obsolete and should be raised to $4,200 as the tax base 
in old age insurance was some time ago. In recognition of this need, five States 
have already raised their tax base above the Federal level. 

In conclusion, I would stress again the importance of a Federal reinsurance 
program as a means of helping to correct the major defects in our Federal-State 
program of unemployment compensation, which have been so clearly revealed in 
this recession. 


Total benefits paid in 1958 as a percentage of total tarable wages 


Michigan 6.3 | Washington 3,2 
Alaska 5.4] Massachusetts 3.1 
Pennsylvania 4.7 | California _ 3.0 
Connecticut 4.5 | Idaho 3.0 
New Jersey____ 4.3 | Tennessee 3.0 
Montana 4,2 | Wisconsin 2.9 
Maine__ Ladi 8.8| South Dakota 1.0 
West Virginia 8.8| District of 
Kentucky Iowa 11 
Nevada 3.7 | Hawaii___- 1,2 
Rhode Island ~ Florida 13 
Oregon___ 8. New: Mexico 1.3 
New 3.5) Nebraska___ 1.4 


Source: ‘The Labor Market and Employment Security,” February 1959, p. 66. 


IssUES IN UNEMPLOYMENT INSURANCE 


(By Richard A. Lester, professor, department of economics, Princeton University, 
Princeton, N.J.) 


After 20 years of experience with unemployment insurance in this country we 
have reached a stage where serious reexamination is called for. The three post- 
war recessions, especially the 1957-58 downswing, have revealed basic short- 
comings in our unemployment compensation setup. ‘Those deficiencies will need 
to be remedied before the next downturn in the 4-year business cycle sets in. 
That is, assuming we are able to avoid a major cyclical collapse, for which our 
unemployment insurance structure would now be glaringly inadequate, despite 
the advantages of the full-employment of World War II and the relatively high 
level of employment during the past 13 postwar years. 

In addition to slump inadequacies, unemployment compensation in this country 
suffers in good times from lags and restrictions. In large part these arise from 
experience rating, interstate competition for industry, and political malfunction- 
ing. And these defects result in persons drawing benefits who should not be 
eligible as well as in benefit levels that are obsolete and inadequate and in 
benefit durations too short for the recessions we are experiencing. 

In these remarks I plan to deal with the cyclical-recession aspects of the 
subject first, and then to consider longer run structural questions. Admittedly 
they are intertwined and inseparable, but, for analytical purposes perhaps 
something is gained from discrete treatment. 


UNEMPLOYMENT INSURANCE AS A BUILT-IN STABILIZER 


From a national viewpoint, one of the most important functions of unemploy- 
ment insurance is to serve as a built-in stabilizer that will automatically expand 
in downswings and contract at high levels of employment. For this purpose 
the contraction is almost as important as the expansion. 

If recent recessions have taught us anything, it is the important role that 
the maintenance of consumption expenditures can play in moderating and short- 
ening business slumps. In each of the postwar recessions consumption held up 
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relatively well. And with more adequate unemployment compensation, con- 
sumption would have held up better. Consumer confidence would have been less 
shaken, and expenditures for nonfood items would have shrunk less. 

A complete analysis of the national interest in unemployment insurance as a 
built-in stabilizer would take into consideration coverage, eligibility, unemploy- 
ment taxes, and private programs of supplementation as well as public benefit 
levels and duration of public benefits. It goes without saying that more com- 
plete coverage and supplemental private benefits, especially in industries most 
affected by slumps, enhance the countercyclical effectiveness of unemploy- 
ment compensation. 

State unemployment tax rates have, generally speaking, moved cyclically and 
thus helped to make recessions deeper and booms boomier., For example, as the 
index of industrial production (seasonally adjusted) declined 19 percent between 
October 1948 and July 1949, unemployment tax rates increased in 27 out of 51 
jurisdictions, raising their average employer contributions from 1948 to 1949. 
Between 1948 and 1950 the average tax rates increased in every one of the 51 
jurisdictions, raising the overall average from 1.24 to 1.50 percent of taxable 
payrolls. From 1950 to 1951 the average State rates also rose in 36 jurisdictions 
and fell in only 12. 

Such a lag of a year in tax rate turning points seems to be common, and often 
serves as a drag on recovery and reemployment. The delayed reaction after the 
1953—54 recession was so great—the tax rate increases were in 1955 and 1956— 
that whether taxwise unemployment compensation, on net balance, was cyclically 
accentuating or cyclically modifying is difficult to determine in the absence of a 
detailed study and analysis. It is, of course, too early to analyze the employer 
tax rate adjustments arising from the 1957-58 recession. One can, however, 
predict with some confidence that the 1958 average tax rate for all jurisdictions 
will exceed the 1956 and 1957 averages, and that the 1959 average will excecd 
that for 1958. Also, the next trough of the 4-year cycle will come around 1962, 
when the Federal Government will automatically begin levying a heavier Federal 
tax on employers in the 16 States that are providing extended benefits under the 
Temporary Unemployment Compensation Act of 1958, unless before then those 
States begin to pay back the sums advanced under the act. 

From the countercyclical viewpoint, however, it is the impact of the additional 
sums paid out in benefits that has the greatest significance. As George Rohrlich 
has pointed out (1) probably the most appropriate way to measure that impact is 
in terms of the difference between total monthly or quarterly disbursements 

_ before the recession and such total disbursements during the downswing and 
’ early upswing, correcting for the seasonal factor and a normal growth rate. 

On that basis it is important to examine whether relatively too much is being 
paid out in benefits in good times as well as too little in the slump, In my judg- 
ment the eligibility provisions in many States are insufficient to screen out those 
with only a loose attachment to the labor market—intermittent and short-season 
workers and married women and students who are normally short-period workers. 


OBSOLETE ELIGIBILITY REQUIREMENTS 


In many States, the minimum base-period earnings requirements are inade- 
quate. At the beginning of this year, in 5 States (with 4 percent of the national 
coverage) the qualifying amount was under $200, in 16 States with 24 percent of 
the coverage it was less than $250, in 23 States with 36 percent of the coverage 
it was less than $300, and in 35 States with 70 percent of the coverage it was 
under $400 (2). In these times, base-period qualifying wages under $500 are too 
low for that degree of labor-market attachment which would justify unemploy- 
ment compensation. The added requirement that the $200 or $300 must be earned 
in two out of four quarters or in 14 out of 52 weeks still leaves the eligibility net 
too full of holes. The requisite earnings should be spread over three quarters 
or at least 25 weeks. 

In the State laws, the dollar eligibility figures have not been sufficiently cor- 
rected for changes in wage levels, nor have weekly employment requirements 
been sufficiently increased with improvements in benefit duration. The result 
is that too many persons, who should not be eligible for benefits, are drawing 
them in prosperous periods as well as in slumps. And, as a consequence, there 
are complaints of unwarranted benefit payments and malingering. 
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INADEQUATE BENEFIT LEVELS 


The obsolete nature of weekly benefit ceilings has been explained so often that 
a detailed statement would only be repetitious. Instead of rising relative to 
wages in covered employment as one might have expected with experience and 
high employment levels, the weekly maximums have been a declining percentage 
of average weekly wages, and weekly benefits for total unemployment, which 
were 483 percent of average wages in 1938, have been but about 33 percent of the 
average weekly wage in most postwar years. Asa result, in many States three- 
quarters or more of the beneficiaries have their benefits cut off by the arbitrary 
and out-of-date ceilings. In those States practically all incentive is eliminated 
from the benefit structure. 

Studies of benefit adequacy, such as those for Pittsburgh (1954), the Tampa- 
St. Petersburg area in biorida (1956), and three counties in South Carolina 
(1957), show that, during the period benefits were received, they covered only 
about 40 percent actual expenditures in the case of heads of 4-person families 
(3). In other words, benefits during the period they were paid only covered the 
food expenditures in Pittsburgh (although 90 percent of the male beneficiaries 
received the weekly maximum), and in Florida they failed to cover actual food 
expenditures alone (although 67 percent of the family heads were eligible for 
the weekly maximum). 

One factor in low benefit levels is the fact that the Federal tax base for unem- 
ployment compensation has remained at $3,000 annually per person for the past 
20 years, whereas under old-age insurance it has risen to $4,800. The tax base, 
like benefit levels, should be adjusted for wage-level increase. For political 
reasons to be discussed shortly, some device for automatically adjusting the 
benefit ceiling is desirable. 

Studies also show that benefits are generally inadequate in duration, especially 
during a recession. The study early in 1956 covering 14 States (with an exhaus- 
tion ratio of 27 percent) revealed that for male exhaustees the State average 
was 52 percent still unemployed 2 months after exhausting benefit rights and 
42 percent unemployed 4 months. following exhaustion of such rights (4). An 
Oregon followup study for the first quarter of 1958 showed that the percentage 
of male workers 2 months after exhausting benefits was 72 percent (compared 
with 45 percent in the first quarter of 1956), and the 4 months later figure was 
correspondingly higher (5). As one would expect, the States with the shortest 
duration (Florida with 5 to 16 weeks’ duration and Virginia with 8 to 18 weeks’) 
are among those with the highest exhaustion ratios, Florida’s exhaustions aver- 
aging over 40 percent of first benefit payments even in good times. 

A consequence of low benefit levels and relatively short duration (plus re- 
Stricted coverage and uncompensated waiting.periods) has been that unemploy- 
ment insurance has offset (or compensated for) less than 30 percent of the com- 
puted earnings’ loss from unemployment during postwar recessions. By one 
method of calculation (the drop in payrolls from peak to trough compared with 
the increase in unemployment insurance benefit totals in the same period), un- 
employment insurance covered only 17 percent of the loss in the downswing of 
1948-49 and 22.5 percent in the 1953-54 downswing (6). A comparison of the 
previous year’s figures using the first 4 months of 1958 (with allowance for a 
3 percent growth rate in the work force) gives a figure for the first 4 months 
of 1958 of 29 percent as the compensated share of computed earnings’ loss (7). 
Actually both of these methods tend to overstate the compensation offset since 
they make no allowance for the increase in wage scales during the period of 
comparison. 

Whatever the method of computation, it is evident that the uncompensated 
loss is too large for unemployment insurance to serve as effectively as it should 
the function of built-in stabilizer. One other indication of its weakness for this 
purpose is indicated by another calculation that I have made. The total yearly 
benefit disbursements for the 13 years from 1945 through 1957 were corrected 
for trend by dividing them by an index of the yearly increase in covered em- 
ployment and an index of the yearly figures for average weekly benefit for total 
unemployment. The resulting figures were then divided by the annual figures 
for the percentage of the Nation’s work force unemployed. Then the deviations 
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Sec 
from the 13-year average were calculated in percentage terms. The resulting coul 
table is as follows: decs 

Percent of Percent of ind 
Year: Average | Year: Average defe 
1945. 105. 5 1952 109. 3 U 
1946 120.3 1953. 106. 8 Stat 
1947 89. 8 1954 110.6 to-w 
1948 88. 8 1955. 90.1 fits | 
1949 117.8 1956. 84.3 
1950. ers 96. 4 1957 - 89.0 
1951 ae 
Although some of the years of relatively high unemployment (1946, 1949, and . 
1954) tend to be above the average, as one would expect with higher duration ous 
of benefits and the tendency for unemployment insurance coverage to be rela- Or 
tively overweighted cyclically-sensitive industries, nevertheless it is sig- ardé 
nificant that the cyclical pattern is not more pronounced than itis. Furthermore, Stat 
the figures reveal that the second year of heavy unemployment (1950 with 5 tax i 
percent compared with 5.5 percent for 1949, and 1955 with 4 percent compared AY 
with 5 percent in 1954) is significantly below the average in relative compen- coul: 
sation in both of the first two post-war recessions. That seems to indicate that base 
exhaustions sharply curtailed the recuperative influence of unemployment com- levy! 
pensation, and that the method of measuring the recession impact of unemploy- 1 per 
ment insurance benefits by calculating total benefit increases from the peak of As 
the boom and comparing them with the net declines in wage and salary disburse- $3,0€ 
ments from the peak gives a misimpression of this weakness in our unemploy- the 1 
ment compensation setup. 57 fi 
menc 
REASONS FOR STRUCTURAL SHORTCOMINGS neg 
hg ; 
Unemployment insurance in this country is handicapped by a basic structural an ‘ 
defect. The Federal Government provided a financial inducement for States to that 
enact unemployment compensation laws but it also provided a financial induce- mum 
ment for them to be niggardly with their benefits and no financial inducement high 
for the improvement of benefit levels or duration. In the case of unemployment place 
insurance, the Social Security Act, through Federal tax reductions for tax ex- ineqt 
emptions under experience rating, has encouraged interstate competition in low woul 
contribution rates and low benefits. Unemployment compensation has been used abser 
» as an instrument in the rivalry of States to attract new industry and to under- able 
mine each other’s consumption and industrial position. fund: 
The consequence has been that State and narrow sectional interests have lost 
tended to subordinate the national interest in unemployment insurance as a part, 
built-in stabilizer and unemployment insurance as a means of conserving the An 
Nation’s manpower resources. The temptation to use unemployment insurance throu 
as a means of trading on a differential tax advantage at the expense of vital na- inecen 
tional considerations can be clearly seen in the laws of certain States such as elect 
Virginia, Florida, Arkansas, and South Dakota, that have benefit levels extra- gram 
ordinarily low or durations unduly short, or both. To a considerable degree, Th 
such States have been following a policy of that in international trade known petiti 
as “beggar-your-neighbor.” ment 
This sort of policy is evident when one observes and compares the States dustr 
that declined to provide extended benefits in 1958 under their regular program mobil 
and those that did do so. As a group, the 28 States that declined were in no wi 
different position from the 21 States (including District of Columbia) that did exper 
establish a temporary program for extended duration of benefits. The main a nat 
difference was in attitude toward the program and the desire to achieve dif- ina § 
ferential advantages in interstate competition. For the 12 months ending April excee 
30, 1958, the 28 declining States had an average exhaustion ratio of 29 percent sugge 
compared with 27 percent for the 21 extending States. The 28 declining States “So 
had about the same tax rate for the last decade (1.28 compared with 1.25) other: 
and a higher average ratio of reserves to taxable wages (8.2 compared with 7.5). ane 
In terms of insured unemployed in May 1958 relative to covered employment they like 3 
were better off (6 percent compared with 8). Yet. they were willing to sacrifice brunt 
national interests in terms of consumption for parochial interests of the State conse 
in interstate competition. have 
In the face of this structural defect and the political forces it generates, widel 


all the facts developed by research, all the exhortations of a President and 
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Secretary of Labor, and all the recommendations of Federal and State advisory 
councils are bound to be rather ineffectual. Experience during the past two 
decades clearly shows that strong countervailing forces in the way of Federal 
inducements or Federal standards will be necessary to remedy this structural 
defect. 

Under the present setup the politics of unemployment compensation in the 
States is a prime factor. It is no accident that, of the 18 States with right- 
to-work laws, 14 refused this year to participate in a program of extended bene- 
fits either on its own or under the Temporary Unemployment Compensation Act. 


REMEDIES FOR STRUCTURAL DEFECTS 


The tax incentive contained in the Federal law, which encourages States to 
maintain low benefit standards, can be countered or partially corrected by any 
one of a variety of measures. 

One type of corrective is to write into the Social Security Act minimum stand- 
ards with respect to tax rates and benefit levels and duration, with which a 
State would have to comply in order to receive Federal approval of its law for 
tax offset purposes. 

Another avenue would be to expand the tax base in one or more ways. That 
could and should be done, regardless of other measures, to bring the employers’ 
base to at least $4,200 in wages a year. Also a good case can be made for 
levying a uniform Federal employee contribution of one-half of 1 percent or 
1 percent, which would be subject to a State tax offset. 

As for raising the employer tax base in the Federal act to more than the 
$3,000 figure that has prevailed for the past two decades, I am astounded that 
the Federal Advisory Council recommended against such action during the 1956—- 
57 fiscal year. Some of the reasons the Council offered in support of its recom- 
mendation to continue to exempt a growing fraction of payrolls—over one-third 
now—seem to me to be invalid. Certainly in the minds of some people, includ- 
ing State legislators, there is a relation between the size of the tax base and 
the size of benefits. A total of $3,000 a year is about $60 a week and half of 
that is $830—roughly the current benefit average and approximately the maxi- 
mum in a majority of States. Also, the Council overlooks the fact that a 
higher tax base will improve the contributions-benefits ratio for firms that 
place a heavy drain on State funds. If this matter were so unimportant and 
inequitable as the Council implies, it would hardly seem likely that five States 
would already have raised their tax bases to $3,600 or $4,200, even in the 
absence of any Federal action. The fact of the matter is that it is more inequit- 
able to keep the tax base where it is. Also with the Reed bill, any additional 
funds coming into the Federal Government from a larger tax base would not be 
lost to unemployment compensation and, indeed, may be needed at least in 
part, at the Federal level. 

Another defect-remedying measure would be to provide some pooling of risks 
through reinsurance at the Federal level. Such a measure could provide an 
incentive or inducement for States to come under reinsurance, but they could 
elect to stay out if they wished. Dean Brown has explained one possible pro- 
gram in his speech last night. / 

The case for such a reinsurance program rests not only on interstate com- 
petition in low standards but also squarely on the fact that recession unemploy- 
ment is heavily concentrated in certain States. Those are the States whose in- 
dustry is well represented by manufacturing lines like metals, machinery, auto- 
mobiles, and other consumer durables. 

Where the incidence of unemployment is concentrated so that certain States 
experience an excessive and prolonged drain of unemployment benefits during 
a national business recession, there should be some national sharing of the cost 
in a State—say of that portion of the total benefit payments in any quarter that 
exceeds 2.7 percent of covered taxable payroll in the State, as Dean Brown 
suggests. 

So heavy and unfair will employers’ taxes become in some States relative to 
others as a result of the 1957-58 recession that, in the absence of some reinsur- 
ane program, the demand for a purely national system will increase. States 
like Michigan, Pennsylvania, and New Jersey cannot be expected to bear the full 
brunt of the unequal incidence of unemployment and the industry undermining 
consequences of competition by States with low benefit standards. What we 
have now is a kind of State by State experience rating, with not uniform but 
widely varying State benefit standards. That means for instance, that a textile 
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or furniture manufacturer in Michigan, New Jersey, Pennsylvania, or Rhode 
Island, is at a disadvantage, unemployment taxwise, compared with a competitor 
having identical unemployment experience in Virginia, or Arkansas, or in an- 
other of the low-standard, low-unemployment States. 

A loan fund is no answer to this sort of a problem. It only postpones and 
builds up the competitive disadvantages. New firms, in deciding location, can 
figure out in advance the relative unemployment tax disadvantages of location in 
particular States. 

Such an unfair and unsound setup prevents unemployment compensation from 
performing its proper role. And it will generate increasing demands for struc- 
tural changes in the public system and will stimulate more and more resort to 
private supplementation. The S8.U.B. plans, such as those in steel and autos, 
have the distinct advantage that they cut across the differentials in State benefit 
and tax levels. Nationwide firms have a national, not a State-by-State con- 
tribution rate, and the benefits are on a national, not a State-by-State standard. 
Unemployment compensation thus is made completely neutral with respect to 
plant location as it should be. It should not be an incentive and an instrument 
for preventing improvements in unemployment compensation recommended by a 
Federal administration, with national interests in mind. 


STATE POLITICS IN_UNEMPLOYMENT COMPENSATION 


At the State level, political pressures of various sorts serve to prevent ade- 
quate benefit levels. Farmers, of course, desire a plentiful supply of low-cost 
farm labor, and assume that the level of unemployment benefits affects the sea- 
sonal availability of labor for harvesting and other purposes. Business con- 
cerns and their associations hammer away at the lower unemployment taxes 
paid by competitors in other States. The campaign that they put on in terms of 
flooding legislators and Governors with letters whenever increased benefits are 
proposed is well known in States such as New Jersey. 

Benefit improvements in unemployment compensation are also retarded by 
considerations relating to other State programs. In the minds of legislators and 
Governors, unemployment benefit levels are often tied up with workmen’s com- 
pensation benefit levels. In States like New Jersey they are also bound in with 
benefit levels under temporary disability insurance. Legislatively it may not be 
possible to improve one without doing the same for the other programs. Thus, 
a change in unemployment benefits brings with it not only its own added cost, 
but that of the other programs as well. In the terms of the economist, the 
marginal cost of improved unemployment benefits is, therefore, large—at least 
it seems so to employers. 

For additional reasons, State legislatures are not well adapted to provide 
adequate unemployment benefits or to keep benefit ‘levels up-to-date with 
changes in wage levels. Not only are State legislatures badly unbalanced in 
their overrepresentation of rural inhabitants, but they are composed of part- 
time legislators who earn most of their income in other ways and meet only 
briefly and rather infrequently on State business. In some States the legislature 
convenes only 60 days every other year. Even in New Jersey where the legisla- 
ture meets frequently throughout the year it is difficult for individual legislators 
to spend much time or attention on a matter like unemployment compensation. 
Much of the law is so technical that it is difficult to understand the full impli- 
eations of proposed changes; and newspaper stories often give the false impres- 
sion that all recipients will receive any new weekly maximum. 

Under the circumstances, it would be highly desirable for the weekly benefit 
ceiling in each State to be adjusted annually for changes in average earnings in 
eovered employment, as is provided in the law in Utah and Wyoming and has 
been recommended by the Director of the Federal Bureau of Employment Se- 
curity. Unfortunately, as long as the low-standard States have tax rates only 
one-third as large as those of many high-standard States and as long as unem- 
ployment benefits are tied up with workmen’s compensation and other benefits, 
there seems little likelihood of the widespread adoption of such a sliding-scale 
method of unemployment benefit adjustment. Obviously, the State legislature 
does not lose the power to exercise control over benefit levels under such an 
arrangement, but the States are fearful of getting too far out of line and losing 
industry in interstate competition. Until this basic defect of unemployment 
compensation is remedied, State politics and State considerations will tend to 
outweigh national interests in the program. 
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Faced with that sort of obstruction, the findings of benefit research are of 
little influence or avail. Tax considerations become the determining factor, and 
niggardly States like Virginia serve as a check on benefit progress elsewhere. 

Certainly we need more research in unemployment compensation. In view 
of the size of the total program, far too little is being spent on analysis to pro- 
vide answers to many important issues in our unemployment insurance program. 
But the present setup is not conducive to basic research. Scholars are not likely 
to be attracted in significant numbers to make studies when there is little 
prospect that the results of their studies will make any real difference in terms 
of State legislation. 

CONCLUSION 


To sum up, the structure of unemployment compensation needs some re- 
modeling. 

A program of reinsurance is essential. 

Incentives and standards need to be provided to protect the national interest 
in unemployment compensation as a built-in stabilizer. 

There is a need to remedy obsolescence in eligibility as well as benefit stand- 
ards, and to improve benefit duration in line with the needs as revealed in 
exhaustion studies. 

More basic research is required. 

All these advances depend on remedying the structural defects that permit 
national interests to be badly submerged by State political considerations and 
that place unfair tax burdens on those individual States that are most affected 
by recession unemployment, which stems largely from interstate factors. 
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The Cuamman, Our next witness is the director of unemployment 


compensation for the Associated Industries of Massachusetts, Mr. 
Bertram F. Collins. 


o 


‘ 


STATEMENT OF BERTRAM F. COLLINS, DIRECTOR OF THE UNEM- 
PLOYMENT COMPENSATION DEPARTMENT OF THE ASSOCIATED 
INDUSTRIES OF MASSACHUSETTS 


Mr. Coxtins. Mr. Chairman and members of the committee, I have 
a prepared statement, which I believe is before you, to which I am 
going to refer. I suggest that there is a summary sheet attached to 
it, to which I will not refer, but I request that it be made part of 
the record. 

The Cuarrman. Your entire statement, including your exhibits, will 
be made a part of the record, without objection. 

Mr. Couurns. Thank you, sir. 
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My name is Bertram F. Collins; I am director of the Unemploy- 
ment Compensation Department of the Associated Industries of Mas- 
sachusetts and my business address is 2206 John Hancock Building, 
Boston, Mass. The AIM Unemployment Compensation Committee 
has authorized me to appear before the House of Representatives, 
Committee on Ways and Means, in these hearings and offer this state- 
ment in opposition to proposed legislation for Federal unemployment 
compensation benefits standards. 

The Associated Industries of Massachusetts is a voluntary associa- 
tion representing manufacturing concerns doing business in the Com- 
monwealth of Massachusetts. We a approximately 2,000 
manufacturers comprising a majority of the industrial payroll of the 
Commonwealth. Approximately 72 percent of our manufacturer 
members have less than 100 employees. Thus, a majority of our 
manufacturer members may be placed in the small business category. 

AIM opposes the proposals before this committee for Federal unem- 
ployment compensation benefit. standards on the basis of : 

I. Principle of States rights. 

II. Current status of the Massachusetts employment security pro- 
gram. 

" TII. Current status of the Massachusetts industrial economy. 

With respect to principles, such proposals usurp the inherent right 
of State legislatures to modify and maintain our State employment 
security systems of 20 years’ standing on the basis of the needs and 
economy of each individual State. There are many unique and vary- 
ing economic factors in each State and region of our vast country 
which cannot be standardized or equalized by Federal legislation. 
Tt is these unequal factors which dictate the needs and determine the 
varying financial ability of the employers of each State to pay for an 
unemployment compensation program. ‘Therefore the Associated In- 
dustries of Massachusetts is unalterably opposed to any Federal 
statute which, without regard to such variances in State economies, 
compels State legislators to add unreasonably to the cost burden of 
employers by enacting employment security legislation which to this 
date not a single State legislature in the Nation has considered either 
necessary or financially sound. 

With respect to the Massachusetts employment security program, 
the proposals before you are so unrestrained in their liberality that it 
is believed that insufficient consideration has been given to the already 
costly and over-liberalized programs of such States as Massachusetts 
and other leading industrial States. Proposals before you would 
boost maximum benefits and maximum duration of payments by at 
least 50 percent in Massachusetts; allow a claimant to draw 39 weeks 
of benefits for 20 weeks of work. Such suggestions, if forced on 
Massachusetts, would bankrupt the Commonwealth’s program and 
destroy experience rating in less than a year. A maximum uniform 
tax rate of 2.7 percent wouldn’t finance such unrestrained liberaliza- 
tion even in an average year such as 1957. 

Use of the term “standard” in describing the various proposals be- 
fore this committee misleads the casual observer into thinking that 
the suggested Federal laws would create equality among State pro- 
grams. All of these proposals not only force a liberalization of State 
laws currently less advanced than our Massachusetts statute, but also 
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mend benefits, duration, and eligibility provisions in the most liberal 
tate far beyond present levels. 

Without question these proposals would take a currently solvent 
system, supporting itself without Federal handouts, and blast it into 
insolvency and force it to become dependent on Federal funds. AIM 
is obviously opposed to any such scheme. 

To favor the application of such a suggestion in Massachusetts at a 
time when expenditures under the existing program already threaten 
the destruction of experience rating and the eventual annihilation of 
reserves would be decisedly unsound from either a social or economic 


aspect. 

foxhibit 1, attached, presents facts about the curent Massachusetts 
employment security program which are based primarily on statistics 
from the Massachusetts Division of Employment Security and the 
U.S. Department of Labor. 

Let me refer to certain key facts from exhibit 1 about the Massachu- 
setts employment security law which will show why it is the most 
liberal of any such law in the country and why Massachusetts em- 
ployers in 1958 had a higher average unemployment tax rate than 
“one in 10 of the 13 leading industrial States. 

ith respect to exhibit 1, consider, for example, that Massachusetts 
spent more for unemployment compensation benefits in 1958 than an 
other previous year—$124 million, exclusive of some $22 million of 
additional fonda from Federal loans for extended benefits. This 
1958 expenditure was almost twice as much as was spent in 1957 and 
about three times as much as was spent in 1956. 

Massachusetts employers, for example, have consistently had an 
average unemployment compensation tax rate higher than the na- 
tional average in every single year for the last 11 years. Yet I be- 
lieve it is a tribute to the soundness of the Massachusetts program 
that through 21 years’ experience, encompassing two depressions, an 
employer-financed State-administered employment system remains 
solvent today and continues to provide a greater percentage of weekly 
wage loss replacement for its beneficiaries than any other Federal or 
State program. 

Consider, for example, that the Massachusetts Legislature has con- 
sistently increased benefits to keep pace with the increasing average 
weekly gross wage in the State. And there is a table in exhibit 1 
to which I direct your attention. 

Actually, there is no maximum benefit rate in Massachusetts, other 
than the average weekly wage, for the combination of basic weekly 
benefit and unlimited dependency allowances allows the claimant to 
actually draw in benefits in an amount equal to his average weekly 
wage. 
ith respect to other provisions of the statute, the Massachusetts 
Legislature has modified the employment security law in every single 

ear since 1935, except for 3 years, 1940, 1942, and 1944, and I believe 
lies thus realistically demonstrated its ability to relate the program 
to the changing needs and economic conditions of the Commonwealth. 

Consider, for example, the more liberal provisions of the law in 
effect during the first quarter of 1958, a period of high unemployment, 
which resulted in a record benefit expenditure during that quarter, 
which was almost double the amount expended in the first quarter 
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of 1949, when weekly claims were running approximately 25 percent 
above the 1958 figures. 

In other words, 25 percent fewer claims in the first quarter of 1958 
9 almost twice as much as the total claims did in the first quarter 
of 1949. 

There have been many assertions by the proponents of so-called 
Federal standards that State laws do not provide benefits of adequate 
amount and duration to a sufficient number of workers. The number 
of claimants exhausting benefits under State laws has been pointed 
out as an example of this inadequacy. I personally do not believe 
that such criticisms can be applied in fairness to our Massachusetts 
program. Approximately 85 to 87 percent of all employment is 
covered by unemployment compensation in Massachusetts. Massa- 
chusetts was one of the first States to cover employers of one or more 
employees. 

Under the Massachusetts statute, the ratio of total maximum bene- 
fits for a claimant to the base period earnings that the claimant would 
be required to earn in order to qualify for these benefits is currently 
$2.94 in wages required to earn a dollar of benefits. 

Proposals before this committee would change this to what is be- 
lieved to be the unreasonable ratio of 77 cents worth of wages to earn 
a dollar of benefits. 

The last detailed published study of exhaustees under the Massa- 
chusetts program was made 10 years ago. It is disappointing that 
in spite of the tremendous importance of this subject there is not a 
more recent study which the committee could consider in its evaluation 
of the subject proposals. The Associated Industries of Massachusetts 
respectfully submits that a study is urgently needed and should be 
effected before possible irreparable damage to current State programs 
results from the enactment of new legislation. 

I believe such a study would show conclusively that the majority of 
claimants exhausting benefits under the current Massachusetts law are 
seasonal workers, secondary casual wage earners and retirees, and 
that a large proportion of such exhaustees, by the very nature of their 
chosen employment exhaust their claims year after year. My belief 
is somewhat supported by a check of benefit payments for a recent 
week showing that more than 60 percent of such payments were to 
individuals regularly unemployed from seasonal employment. A spot 
check by AIM indicates that 30 percent of the claimants drawing 
their first payment under this program were retirees. 

I would like to correct the record. A spot check by AIM indicates 
that 30 percent of the claimants drawing their first payment under 
the extended benefits program were retirees. 

No doubt, a detailed study would reveal that the vast majority of 
exhaustees under this program had as little attachment to the active 
labor force. The fact that the average claims duration for all claim- 
ants fluctuates between 7 to 11 weeks, considerably less than the maxi- 
mum duration, of benefits also supports this thesis. 

With respect to the Massachusetts industrial economy, such pro- 
posals, by arbitrarily increasing the cost burden of unemployment com- 
pensation on employers, strike a body blow to manufacturers who 
provide (exclusive of Government employees) 44 percent of the 
total employment in Massachusetts. In Massachusetts at least half of 
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the total bill for unemployment compensation is met by taxes on in- 
dustrial payrolls, and Massachusetts takes a higher percentage of 
State income from taxes on corporations (22.6 percent) than any other 
State. These and other critical manmade costs have weakened our 
industrial economy. The Massachusetts Division of Employment Se- 
curity has reported a net loss of 37,800 jobs in manufacturing indus- 
tries during the 10-year period between 1947 and 1957. This is a 
decrease of 5 percent in Massachusetts, while the national average 
shows an increase of 10 percent. On the basis of the current average 
factory wage, this is a loss every single year of over $145 million in 
income for Massachusetts employees and their families. 

So great is the dependence of Massachusetts workers, whether em- 
ployed or unemployed, on the Commonwealth’s manufacturers, and 
so great is the dependence of the State’s economy on the financial 
strength and growth of Massachusetts industry, that any new legis- 
lation which establishes additional manmade obstacles to the creation 
of new manufacturing jobs in Massachusetts is not in the best interest 
of the citizens of the Commonwealth. 

That is the end of my prepared statement, Mr. Chairman. 

The Ciaran. Mr. Collins, on numerous occasions in the past sev- 
eral years, our colleagues, without regard to party affiliation, from 
Massachusetts, have called our attention to the loss of industries in 
Massachusetts as well as in other States comprising New England. 
Many suggestions have been advanced as a reason or combination of 
reasons for the loss of such industries. As one identified with manu- 
facturing in the State of Massachusetts, is your situation on unem- 
ployment compensation one factor that may have contributed to any 
decline at all in your industrial activity ? 

Mr. Cotiixs. Mr. Chairman, if I may answer that question in this 
way: the man-made burdens placed on industry are interrelated, so 
that if you could isolate any single one, perhaps you would consider 
it not a major factor: but the combination of the cost factors—I spoke 
of higher corporate taxes than any other State in the Nation, higher 
workmen's compensation costs, higher man-made costs, higher God- 
given costs, that cannot be standardized by national legislation—are 
what contribute to the decline of industry in Massachusetts. The 
isolation of any single factor, and standardizing it, would not neces- 
sarily help the situation. Especially when you consider that the pro- 
posals here considered would merely add further to the cost of that 
single factor. 

The CrHatrMan. In other words, one of the factors that has con- 
tributed to the present flight of industry, if that is the case, from 
Massachusetts, has been the degree of cost that has been levied on 
industry in Massachusetts, of which this isa part. 

Mr. Couirns. That is right, sir. 

The Cuarrman. And your thought is that should we further increase 
those costs, we would give further rise to the possibility of further 
loss of industry. 

Mr. Cotuins. That is right, sir. 

The Cuarrman. Certainly we would place, in your opinion, an im- 
pediment to further industrial development in your State? 

Mr. Cotuins. That is right, sir. 
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The Cuamman. I think it is certainly an irrefutable fact that people 
in business are and have to be very cognizant of the cost of doing 
business, and if they cannot so arrange the costs of doing business in 
one locale to enable them to operate in the black, they could well, and 
advisedly, seek another locale, where they might be able to so adjust 
their costs as to operate in the black. Is that not true, basically ¢ 

Mr. Co.irns. That is right. We are, too, concerned not necessarily 
with the loss of industry to other locales, which, of course, is om | 
place repeatedly, but also with the just plain loss of business, period, 
with companies going out of business. 

The Cuairman. What is contributing to that? Is this cost factor 
contributing to that, as well? 

Mr. Cottrns. Well, perhaps some of these ideas are best brought out 
by Joseph H. Erickson, who is president of the Federal Reserve Bank 
of Boston, and he has suggested some figures which I think are indica- 
tive of our plight in Massachusetts. 

The Reserve bank study from which Mr. Erickson quotes suggests 
that manufacturers in Massachusetts plan to invest about $824 per 

roduction worker in plant and equipment during 1959. The New 

ngland comparable figure is $459, while the national figure is $933, 
almost three times as much as what is planned to be invested in expan- 
sion of industry in Massachusetts. 

He suggests that manmade costs are a key factor in the decline of 
industry, and he cites the debt of the State itself, which is the highest 
per capita debt of any State in the Nation. He considers and com- 

ares us with a neighboring State, such as Connecticut, where the debt 

as risen since 1950 by $22 per person as compared with a rise of $109 
per person in Massachusetts. 

He suggests, too, that both States are old industrial States, but that 
the manmade cost factors in Massachusetts have, if you will, placed 
us out of competitive line with even our neighboring States. 

Now, as I suggest to you, sir, only one of these factors is unemploy- 
ment compensation. But when you consider, in comparing our wnem- 
ployment compensation program with the programs of other States, 
that we have gone so far in liberalizing such provisions as dependence 
allowances, deductions for partial earnings, and the like, the addi- 
tional liberalization forced upon us by Federal legislation could not 
help but add to this one cost factor of doing business in the State. 
i anabaiee it would be unsound for us to take a position in favor 
of such. 

The CuHatrmMan. Even though you describe your situation as to 
benefits as being very liberal, in the percentage of benefits paid in 
1958 to total taxable wages, you are only, according to the chart given 
us by Professor Lester, a moment or so ago, 3.1 percent. And in the 
same chart, the State of Michigan is 6.3 percent. So the ratio is still 
considerably below that of a State like Michigan. 

Mr. Coturns. Might I suggest this, sir. There are many ways of 
comparing the adequacy of benefits, as I am sure you and your com- 
mittee are aware. However, the comparison of the average unem- 
ployment check actually paid under the program to the average 
weekly wage in Massachusetts is a percentage replaceemnt which is 
higher, by the latest 1957 figures, chan any other State law in the 
country. 
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We are talking about the average of actual checks paid out to bene- 
ficiaries of the program, as compared with the average weekly wage 
of the workers in the State. And this percentage replacement of 
wage loss, by 1957 figures, is the highest percentage of any State in 
the country. 

‘The Cuarrman. Even higher than in a State like Michigan? 

Mr. Coturs. That is right. These are Department of Labor fig- 
ures that we have used in making this analysis. 

i might also suggest, too, from Associated Industries’ point of view, 
that the relationship of the benefits paid under the program to gross 
weekly wages and average gross weekly wages of, all insured em- 
ployment in the State is a far different and I think less realistic com- 
parison than to compare the weekly maximum benefit rate with the 
average net take-home pay of the beneficiaries of the program. 

Now, I could never understand in my own mind the justification 
for relating a replacement benefit, a benefit intended to replace wage 
loss, to a gross wage, which the worker did not have to spend. And 
we have just recently, in correspondence with the U.S. Treasury De- 
partment, in their Boston office, asked them to make this brief analysis 
for us: Considering the year 1938, and bringing it forward to 1956, 
the average weekly wage in the State, compared to the average weekly 
net wage in the State for a person with one exemption, under the In- 
ternal Revenue Code. 

And we find that in 1938, when the average weekly wage was $25.63, 
the average weekly net wage, with one exemption, was $25.21. This 
is now working back on their analysis. 

When we move ahead to 1956, we find an average weekly wage of 
$74.57, but a much larger amount has been removed before the Sag 
ant or recipient receives the amount of wage that he can spend. And 
the average weekly net wage is $61.88. 

So we feel that a much more valid and practical comparison is the 
weekly benefit amount to the average weekly net wage of the bene- 
ficiaries of the program. And it is interesting to find that, compar- 
ing the year 1938 across the board, with the benefit rate at that time 
of $15, the average net wage, weekly net wage, at that time of $25.21, 
and then taking the ratio of these figures, and bringing those same 
figures up to 1956 level, which were the latest figures we were able 
to get from the Treasury Department, the percentage is practically 
the same. I mean, there is not a variance here of more than 2 percent. 
In other words, we are talking about a replacement of the net wages 
of 60 percent in 1938. We are talking about a replacement of net 
wages in 1956 of 58 percent. 

nd we feel that this is a much more realistic way of making the 
comparison. 

r. Macurowicz. I did not want to prolong this by questions. I 
just wanted to make one comment. 

You testified that in your opinion this so-called Federal inter- 
ference through these standards would be most disturbing to em- 
ployees? That this Federal interference will be most disturbing to 
the employees? I believe those were the words you used. 

Mr. Coins. I do not believe I used the word “disturbing.” It 
would add to the employers’ cost. 
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Mr. Macnrowicz. It is rather strange to me, because I believe you 
were here when Mr. Kendall testified earlier this afternoon, and he 
testified he did not think that would be the consideration at all. 


Mr. In his State. 
Mr. Macurowicz. Yes. Obviously, his opposition to Federal stand- 


ards stems from completely different considerations than yours. 

Mr. Cottixs. Do you not think that is a natural result of the 
-difference in economies of the two States ? 

Mr. Macnrowicz. Yes; I do. 

Mr. Coturns. Yes. Well, that is my point here. 

The Cuarrman. Any further questions? 

If not, again, Mr. Collins, we thank you, sir, for coming to the 
committee and giving us the benefit of your views. 

(The prepared statement of Bertram Collins is as follows :) 


My name is Bertram F. Collins; I am director of the unemployment compen- 
sation department of the Associated Industries of Massachusetts:-and my busi- 
mess address is 2206 John Hancock Building, Boston, Mass. The Associated 
Industries of Massachusetts Uneniployment Compensation Committee has au- 
thorized me to appear before the House of Representatives, Committee on Ways 
and Means, in these hearings and offer this statement in opposition to proposed 
legislation for Federal unemployment compensation benefit standards, 

The Associated Industries of Massachusetts is a voluntary association repre- 
senting manufacturing concerns doing business in the Commonwealth of Massa- 
chusetts. We represent approximately 2,000 manufacturers comprising a major- 
ity of the industrial payroll of the Commonwealth. Approximately 72 percent 
of our manufacturer members have less than 100 employees, Thus, a majority 


of our manufacturer members may be placed in the small-business category. 


STATEMENT 


Associated Industries of Massachusetts opposes the proposals before this com- 
mittee for Federal unemployment compensation benefits standards on the basis 
vot: 

I. Principle of States rights. 
II. Current status of the Massachusetts employment security program. 
III. Current status of the Massachusetts industrial economy. 

T. With respect to principle, such proposals usurp the inherent right of State 
legislatures to modify and maintain our State employment security systems of 
20 vears’ standing on the basis of the needs and economy of each individual 
State. There are many unique and varying economic factors in each State and 
region of our vast country which cannot be standardized or equalized by Fed- 
eral legislation. It is these unequal factors which dictate the needs and deter- 
mine the varying financial ability of the empoyers of each State to pay for an 
unemployment compensation program. Therefore the Associated Industries of 
Massachusetts is unalterably opposed to any Federal statute which, without 
regard to such variances in State economies, compels State legislators to add 
unreasonably to the cost burden of employers by enacting employment security 
legislation which to this date not a single State legislature in the Nation has 
considered either necessary or financially sound. 

II. With respect to the Massachusetts employment security program, the pro- 
posals before you are so unrestrained in their liberality that it is believed that 
insufficient consideration has been given to the already costly and overliberalized 
programs of such States as Massachusetts and other leading industrial States. 
Proposals before you would boost maximum benefits and maximum duration of 
payments by at least 50 percent in Massachusetts; allow a claimant to draw 
39 weeks of benefits for 20 weeks of work. Such suggestions, if forced on 
“Massachusetts, would bankrupt the Commonwealth’s program and destroy ex- 
perience rating in less than a year. A maximum uniform tax rate of 2.7 per- 
eent wouldn’t finance such unrestrained liberalization even in an average year 
such as 1957. 

Use of the term “standard” in describing the various proposals before this 
committee misleads the casual observer into thinking that the suggested Federal 

‘laws would create equality among State programs. All of these proposals not 
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only force a liberalization of State laws currently less advanced than our 
Massachusetts statute, but also push benefits, duration, and eligibility provisions 
in the most liberal State far beyond present levels. 

Without question these proposals would take a currently solvent system, 
supporting itself without Federal handouts, and blast it into insolvency and 
force it to become depending on Federal funds. Associated Industries of 
Massachusetts is obviously opposed to any such scheme. 

To favor the application of such a suggestion in Massachusetts at a time 
when expenditures under the existing program already threaten the destruction of 
experience rating and the eventual annihilation of reserves would be decidedly 
unsound from either a social or economic aspect. 

Exhibit 1, attached, presents facts about the current Massachusetts em- 
ployment security program which are based primarily on statistics from the 
Massachusetts Division of Employment Security and the U.S. Department of 
Labor. 

Let me refer to certain key facts from exhibit 1 about the Massachusetts em- 
ployment security law which will show why it is the most liberal of any such 
law in the country and why Massachusetts employers in 1958 had a higher aver- 
age unemployment tax rate than employers in 10 of the 13 leading industrial 
States. 

There have been many assertions by the proponements of so-called Federal 
standards that State laws do not provide benefits of adequate amount and 
duration to a sufficient number of workers. The number of claimants exhaust- 
ing benefits under State laws has been pointed out as an example of this 
inadequacy. 

I do not believe that such criticisms can be applied in fairness to our Massa- 
chusetts program. Approximately 85 to 87 percent of all employment is cov- 
ered by unemployment compensation in Massachusetts. Massachusetts was one 
of the first States to cover employers of one or more employees. Under the 
Massachusetts statute the ratio of total maximum benefits for a claimant to 
the base period earnings that the claimant would be required to earn in order 
to qualify for these benefits is $2.94 in wages required to earn $1 of benefits. 
Proposals before this committee would change this to what is believed the un- 
reasonable ratio of 77 cents of wages to earn $1 of benefits. 

The last detailed published study of exhaustees under the Massachusetts 
program was made 10 years ago. It is disappointing that in spite of the tre- 
mendous importance of this subject, there is not a more recent study which the 
committee could consider in its evaluation of the subject proposals. The Asso- 
ciated Industries of Massachusetts respectfully submits that a study is urgently 
needed and should be effected before possible irreparable damage to current 
State programs results from the enactment of new legislation. 

I believe such a study would show conclusively that the majority of claim- 
ants exhausting benefits under the current Massachusetts law are seasonal 
workers, secondary casual wage earners and retirees, and that a large propor- 
tion of such exhaustees, by the very nature of their chosen employment exhaust 
their claims year after year. My belief is somewhat supported by a check of 
benefit payments for a recent week showing that more than 60 percent of such 
payments were to individuals regularly unemployed from seasonal employment. 
A spot check by Associated Industries of Massachusetts indicates that 30 per- 
cent of the claimants drawing their first payment under this program were 
retirees. No doubt a detailed study would reveal that the vast majority of 
exhaustees under this program had as little attachment to the active labor force. 
The fact that the average claims duration for all claimants fluctuates between 
7 to 11 weeks, considerably less than the maximum duration, of benefits also 
supports this thesis. 

III. With respect to the Massachusetts industrial economy, such proposals, by 
arbitrarily increasing the cost burden of unemployment compensation on em- 
ployers, strike a body blow to manufacturers who provide (exclusive of Gov- 
ernment employees) 44 percent of the total employment in Massachusetts. In 
Massachusetts at least half of the total bill for unemployment compensation is 
met by taxes on industrial payrolls, and Massachusetts takes a higher percent- 
age of State income from taxes on corporations (22.6 percent) than any other 
State. These and other critical manmade costs have weakened our industrial 
economy. The Massachusetts Division of Employment Security has reported 
a net loss.of 37.800 jobs in manufacturing industries during the 10-year period 
between 1947 and 1957. This is a decrease of 5 percent in Massachusetts, while 
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the national average shows an increase of 10 percent. On the basis of the 
current average factory wage, this is a loss every single year of over $145 million 
in income for Massachusetts employees and their families. 

So great is the dependence of Massachusetts workers, whether employed or 
unemployed, on the Commonwealth’s manufacturers, and so great is the de- 
pendence of the State’s economy on the financial strength and growth of Massa- 
chusetts industry, that any new legislation which establishes additional man- 
made obstacles to the creation of new manufacturing jobs in Massachusetts is 
not in the best interest of the citizens of the Commonwealth. 


Exuisir 1. THE MASSACHUSETTS EMPLOYMENT SECURITY PROGRAM 


1. Massachusetts employers have paid over a billion dollars for the State’s 
unemployment compensation program since it was initiated in 1935. Approxi- 
mately half of this figure as well as at least half of total annual unemployment 
taxes result from taxes on manufacturing payrolls. 

2. Unemployment compensation is one of the three highest costs, of doing 
business in Massachusetts imposed by the legislature—unemployment com- 
pensation, workmen’s compensation, and corporate taxes. In some years, the 
Commonwealth’s employers pay more for unemployment compensation than for 
either of the other two programs. : 

3. Massachusetts spent more for unemployment compensation benefits in 1958 
than in any other previous year—$124 million, exclusive of some $22 million 
additional expended from Federal loan funds for extended benefits. This 1958 
expenditure was almost twice as much as was spent in 1957 and about three 
times as much as was spent in 1956. Yet, I believe it is a tribute to the sound- 
ness of the Massachusetts program that through 20 years’ expérience, encom- 
passing two depressions, an employer-financed, State-administered unemploy- 
ment system remains solvent today and continues to provide a greater percent- 
age of weekly wage loss replacement for beneficiaries than any other Federal or 
State program. 

4. Massachusetts employers have consistently had an average unemployment 
compensation tax rate higher than the national average every single year for 
the last 11 years. 

5. The Massachusetts Legislature has consistently increased benefits to keep 
pace with the increasing average weekly gross wage in the State, as shown in the 
following table: ; 


Maximum 
weekly benefit Avi 
Benefit increased (excludes weekly gross 
dependency wage 
benefit) 


1 Massachusetts Legislature is currently considering a further increase to $40 and to 39 weeks, duration. 


6. With respect to other provisions of the statute, the Massachusetts Legis- 
lature has modified the employment security law every single year since 1935 
except 1940, 1942, and 1944; and has thus realistically demonstrated its ability 
to relate the program to the changing needs and economic conditions of the 
Commonwealth. For example, the more liberal provisions of the law in effect 
during the first quarter of 1958 (a year of high unemployment) resulted in a 
record benefit expenditure during the quarter which was almost double the 
amount expended in the first quarter of 1949 when weekly claims were running 
approximately 25 percent above the 1958 figures. In other words, 25 percent 
fewer claims in the first quarter of 1958 cost almost twice as much as total 
claims during the first quarter of 1949. 

7. Based upon latest 1957 figures, in terms of the average weekly wage for 
Massachusetts employees, the current Massachusetts Employment Security Law 
replaces a higher percentage of wage loss than any State in the Nation. 


The Cuarmman. Our next and last witness is Mr. George W. Coffey. 
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Could you identify yourself for the record by giving us your name, 
address, and the capacity in which you appear. 


STATEMENT OF GEORGE W. COFFEY, SILVER SPRING, MD. 


Mr. Corrry. Mr. Chairman, my name is George W. Coffey, of Sil- 
ver Spring, Md., and I thank you very much for asking me Cas 

Mr. Mason. Do you represent any organization ? 

Mr. Corrry. Myself, sir. 

Mr. Mason. Just yourself? 

Mr. Corrry. I am sure that 5 minutes of your time is worth at least 
a lifetime of mine, and I will do my best to justify its allotment. 

I represent no one but myself. Therefore, I have the advantage 
of being responsible to no one but myself. 

I have prepared a statement, which I have given to your clerk for 
inclusion in the record if you so desire. 

Being last on the agenda has given me the advantage of being able 
to amend my statement as I listened to the testimony of the others 
present. Please note these changes. 

Before I begin, if I may, I would like to remark in passing that I 
just do not believe that double cost of living at four times wages of 
1938, presented by the gentleman from Indiana. I know that in 1938 
I bought a new Chevrolet for less than one-half a year’s salary. In 
1958, the same Chevrolet cost me three-fourths of a year’s salary. Mr. 
Roach must be a statistician. I, too, am somewhat of a statistician, 
and I know what can be done with statistics. 

On the subject of Federal income taxes, I expect to be able to speak 
for 50 million people. On the subject of unemployment compensa- 
tion, however, I can + ie only for myself. 

The gift or dole o comeanliodanl compensation fosters indolence, 
laziness, and even crime, the crime of falsifying applications therefor. 
At the one extreme, there are those who will falsify an application 
for unemployment insurance, or compensation. At the other extreme, 
there are those who will not apply, even though they are legally en- 
titled to it, because they do not Feel morally entitled to it. 

Between these extremes, almost no one can accept a dole without 
a twinge of conscience. In addition, such acceptance is degrading. 
And you can repeat that it is insurance as often as you like; it is still 
something for nothing. It is still a blow to the pride. It is still 
degrading. 

Has anyone here ever stood in line in front of a State unemploy- 
ment office? I doubt it. 

Much better would be a flexible Government work program, flexi- 
ble in the sense that it could hire 5 or 6 million or exist with a skeleton 
force, something useful, something similar to the old WPA, where 
a man who needed work could have it at a minimum wage, simply by 
applying for it. No worry about 16 weeks, 15 weeks, 39 weeks. Let 
him have it if he wants it. Not a desirable job, perhaps, but a job 
to tide a man over a layoff or until he could find a better one. 

With such a work program, the one extremest would be foiled. 
The other could draw his pay with a clear conscience. Nearly all 
would cheerfully accept a regular job when it became available, which 
is not always the case under existing legislation. 
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Furthermore, unemployment breeds low morale. With a Federal 
work program, there would be no unemployment. 

In conclusion, gentlemen, I beseech you, for the sake of a man’s self 
respect, for the sake of a man’s dignity as an individual, for the sake 
of the general welfare of all the people, I implore you: Give a man 
a job, not a dole. 

Thank you. 

The Cuatrman. Mr. Coffey, we thank you, sir, for coming to the 
committee and expressing your viewpoint on this matter for our 
enlightenment. Thank you, sir. 

(The prepared statement of George W. Coffey is as follows:) 


STATEMENT OF GEORGE W. COFFEY 


On the subject of Federal income taxes, I expect to be able to speak for 50 
million people. On the subject of unemployment compensation, however, I can 
speak only for myself, as follows: 3 

The gift, or dole, of unemployment compensation fosters indolence, laziness, 
and even crime—the crime of falsifying an application therefor. 

At the one extreme there are those who will falsify an application for un- 
employment compensation. At the other extreme there are those who will 
not apply, even though they are legally entitled to it. 

Much better would be a flexible Government work program, flexible in the 
sense that it could hire 5 or 6 million, or exist with a skeleton force; some- 
thing useful; something similar to the old WPA; where a man who needed 
work could have it at a minimum wage simply by applying for it. Not a de- 
sirable job perhaps, but a job to tide a man over a layoff, or until he could 
find a better one. 

With such a work program, the one extremist would be foiled—the other 
could draw his pay with a clear conscience. Nearly all would cheerfully accept 
a regular job when it became available, which is not always the case under 
existing legislation. 


The Cuarman. That concludes the calendar for today, and without 
objection, the committee will adjourn until 10 a.m. tomorrow. 

(Whereupon, at 5:22 p.m., the committee adjourned, to reconvene 
at 10a.m., Thursday, April 9, 1959.) 
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THURSDAY, APRIL 9, 1959 


Hovust or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D.C. 


The committee met at 10 a.m., pursuant to recess, in the main Ways: 
and Means Committee hearing room, New House Office Building, Hon. 
Wilbur D, Mills (chairman) presiding. 

The Cuarrman. The committee be in order. 

The first witness this morning is our colleague from Pennsylvania, 
the Honorable William S, Moorhead. 

Mr. Moorhead, please come forward to the witness table. We are 
glad to have you with us this morning, sir, and you are recognized. 


STATEMENT OF REPRESENTATIVE WILLIAM S. MOORHEAD, OF 
PENNSYLVANIA 


Mr. Moorugap. Thank you very much, Mr. Chairman. 

I am William S. Moorhead, Representative of the 28th District of 
Pennsylvania. 

The Cuatrman, You succeeded a former member of the Ways and 
Means Committee, Mr. Eberharter. 

Mr. Moorueap. Mr. Erberharter, yes, sir. 

Mr. Chairman [reading]: 

Unemployment is a figure in a Government report, as dreary and lifeless as the 
Federal debt or the death rate. 

Unemployment is people—the individual hardship and heartache of 4,749,000 
Americans willing and able to work but unable to find suitable jobs. 

This is the way the New York Times of March 16 began its report in 
depth on unemployment. I repeat it here by way of emphasizing that 
unemployment figures must not, in fact, cannot—be separated from the 
en suffering and community disruption which unemployment 

rings. 

During last week’s recess, while home in my district in the very heart 
of the great city of Pittsburgh, I talked with the unemployed, the 
small businessman now feeling the effects of unemployment and the 
union officials and other community leaders now searching for solu- 
tions to the problem. 

I went into the home of an unemployed steel worker. 

I sat in the kitchen of a family who has exhausted their Pennsyl- 
vania unemployment compensation benefits. There are 72,500 such 
exhaustees in Pennsylvania now and 18,800 in the 4-county Pitts- 
hip, labor market, according to the latest figures just furnished me 
by the Pennsylvania Department of Labor and Industry. 

289 
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There is food in the kitchen yes, There is not, thank God, the star- 
vation of the great depression of the 1930’s. A balanced diet for the 
children has been managed, but only at the expense of the adults. 

Often the food is in the form of Agriculture Department surplus 
commodities, or bare essentials bought on credit from an understand- 
ing storekeeper or bought with money borrowed from relatives who 
are often not much better off economically than the unemployed worker 
himself. 

Varieties of meats and fresh vegetables are missing from this 
kitchen—a fact painfully evident, not only to the family, but to the 
grocer or supermarket operator down the street whose business declines 
sharply if he serves a neighborhood beset by prolonged unemployment. 

Let us return, for a moment, to the individual family. Payments 
for furniture are overdue. Repossession is no answer for the business- 
man who would like to be selling more furniture. 

The specter of serious illness is ever present. Medical insurance pay- 
ments for a family cannot be kept up on unemployment compensation 
a $35 = week. Serious illness has put this family in debt to the local 

ospital. 

It isnot my purpose today to paint a picture blacker than it really is. 

On the contrary, I returned from my district with a feeling of hope 
and renewed confidence in the unemployed industrial worker’s intense 
drive to overcome his problems and resume using his considerable skills 
to build a better life for his family and a stronger production base for 
his country. 

As many of you on the committee known, a worker who has ex- 
hausted unemployment compensation benefits faces the unhappy pros- 
pect of applying for public assistance, otherwise known as relief. 

ane here is the most important finding in my talks with the unem- 
ployed: 

The workers in my district do not want relief. 

They don’t want to go on the dole. 

They are skilled workers. They like their jobs. They love their 
communities. A large part of their lives has gone into job and home 
and community. 

They see no percentage in pulling up stakes and becoming part of a 
veritable army of intercity and interstate jobseekers. 

They are doing everything they can to find work back home. Im- 
proved unemployment compensation will, for many of them, spell the 
difference between holding on until they find that other job or turning 
instead to relief or fruitless job-hunting treks to distant cities. 

How will the legislation before this committee today help Pennsyl- 
vania which has more than 10 percent of the Nation’s total unemploy- 
ment, which has 492,000 or 10.7 percent of its work force jobless? 

To answer this, we must first examine the type of unemployment 
Pennsylvania has from a causative point of view. 

As many of you know, much of Pennsylvania’s unemployment re- 
sults from a changing economic pattern since the war. 

oer changes brought a drastic job decline in coal, railroading, and 
textiles. 

They pose a dramatic challenge to all Pennsylvanians to develop 
new industries. And, I am proud to report, valiant attempts are bein 
made to meet this challenge with every public and private resource o 
our great State. 
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The State government, local industrial authorities and many pri- 

vate lending institutions have poured millions into the drive but a 
= part of the solution to this particular unemployment—the job 
osses caused by declines in old industries—must come through en- 
actment by Congress of broad area redevelopment legislation. 
_ There is a second type of unemployment with which Pennsylvania 
is now beset. We cannot quarrel with Pennsylvania industry’s train- 
ing to automation to better compete in national and world markets, 
but the result has seen rising production in steel, for example, amid 
continuing unemployment. 

A third kind of unemployment results from the recurring job fluc- 
tuation which is part of any free enterprise economy. 

Kven the comparatively more fortunate of workers losing jobs as 
the result of automation find that it takes time to locate new work in 
other industries. 

The bills before us today are designed to get these workers, and 
particularly those idled by temporary fluctuations in the economy, 
over their economic hurdles. 

I joined about 120 of my colleagues in introducing identical bills to 
strengthen the unemployment compensation system. 

These bills offer no stopgap remedy. They are designed to aid the 
worker of tomorrow or his son and daughter 20 years from now 
through those jobless periods our industrial workers so often experi- 
ence. 

As this committee knows, the first Federal legislation on unemploy- 
ment compensation was designed to give unemployed workers a 
cushion to fall back on. The aim then was to provide the average un- 
employed worker with benefits amounting to at least half of his past 
weekly earnings. 

The States sought to carry out this aim. 

The median or middle State, in 1939, had a maximum benefit of 65 
percent of its average weekly — 

The States, however, adopted fixed cash payments. 

As a result, during the past 20 years the ceiling payments allowed 
under State laws have failed to move upward at the same rate as 
wages and today the median State has a maximum benefit of only 44 
percent of its average weekly wage. 

For example, Pennsylvania has one of the more progressive State 
unemployment compensation programs. Maximum payments are $35 
a week. The duration of benefits is 30 weeks (or 45 weeks while the 
Federal Government’s temporary unemployment compensation pro- 
gram remains in effect). 

As you know, TUC expires in less than 3 months. 

Yet Pennsylvania, with one of the better State programs, last year 
made unemployment compensation payments amounting to 43 percent 
of the State’s average wages as compared with a 60 percent figure in 
1939. 

The bills before us today would reestablish the median maximum 
level of 1939 and they would raise the present maximums in all States 
to 6624 percent of average weekly wages in each State. 

But the dollar amount in each State would be different and would 
depend on general wage levels. 
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Furthermore, by stating the maximum as a percentage in each State 
instead of a fixed dollar amount, this bill would prevent any future 
deterioration in the adequacy of maximum benefit amounts. 

This is why these proposals are long range and permanent. 

My bill, and the others, would provide benefits for a minimum dura- 
tion of 39 weeks—three-quarters of a year. 

It would establish minimum weekly benefits per worker at 50 per- 
cent of his average weekly wage or two-thirds of the average weekly 
wage in the State, whichever is less. 

You have heard these mechanics explained by earlier witnesses and, 
1 am sure, you would rather I tell you of the application of these pro- 
visions to Pennsylvania. 

Earlier formulae applying this proposed legislation to Pennsyl- 
vania took into account the emergency Federal program of tempo- 
rary unemployment compensation benefits which extended payments 
in Pennsylvania to 45 weeks. f 

Under such formulae, the proposed legislation would mean a net 
gain of only $24 for our unemployed workers. 

However, I stress again that TUC will soon end. 

Thus, let’s see what the new bill will mean to an unemployed Penn- 
sziveniee in the immediate future who does not have the benefit of 
TUC. 

The latest figure on the average wage in Pennsylvania is approxi- 
mately $82.50 a week. A worker who had been making this amount 
and then became unemployed under the state’s regular unemployment 
compensation program would receive benefits of $35 a week for a 
maximum of 30 weeks or a total of $1,050. 

That same worker, under the proposed legislation we consider today, 
would receive $41.25 a week for 39 weeks for a total of $1,608.75. 

Subtract the first figure from the second and you get $558.75. 

This is what these minimums will mean to Pennsylvania once TUC 
has expired. 

Five hundred fifty-eight dollars—apply this to a typical family— 
it may mean the difference between keeping up mortgage payments 
to save a home from foreclosure, preventing repossession, the ability to 
get by without turning to relief rolls. In short, it means the ability 
to get by with dignity until a new job can be found. 

Thus, it not only protects the unemployed worker from the indig- 
nity of the dole but also preserves the local merchant and businessman 
from the most destructive effects which result from severe unemploy- 
ment in his area. 

In 1958 in the Pittsburgh labor market—this includes the counties 
of Allegheny, Beaver, Washington, and Westmoreland—the average 
weekly earnings of manufacturing production workers were $99.96. 

Under the proposals we are discussing today, this average Pitts- 
burgh area production worker, were he to become unemployed, would 
receive a weekly unemployment compensation payment of $49.98. 

Applying the same formula we used above, we find that Federal 
minimums would mean $898 more than under the State’s regular pres- 
ent program for the average Pittsburgh area production worker un- 
employed for 39 weeks. 

nother important aspect of this proposed legislation is its pro- 
visions for special grants to States who have had a sudden serious rise 
in the number of persons applying for unemployment compensation. 
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Section 7 of the newly proposed bill provides that a State, whose 
accumulated funds for unemployment compensation have reached a 
precariously low condition, will be entitled to a reinsurance grant from 
the Federal unemployment account. 

But this provision is so drawn that such reimbursement grants will 
become operative only when total compensation payable under State 
law exceeds 2 percent of the State’s taxable payroll. 

In other words, only where unemployment benefits cannot be 
financed through a 2-percent contribution rate will the State receive 
any Federal grant. To the extent that its costs exceed 2 percent, the 
Pic will be required to finance one-fourth of the costs out of State 

unds, 

To avoid the possibility of a State permitting its fund to reach a 
precariously low condition in order to receive a Federal grant, the 
bill requires that, as one of the conditions of eligibility, whenever a 
State’s fund drops below 6 percent, it impose a minimum rate of 
contribution of at least 1.2 percent. 

Pennsylvania employers are now paying unemployment compensa- 
tion insurance taxes amounting to 2.7 percent of payroll. 

Another important question which should be asked about the pro- 
posed minimums is whether they would prove more costly to em- 
ployers than was originally contemplated aide the principle of unem- 
ployment compensation was first adopted. 

The answer is categorically “No.” 

When the compensation program. was first con- 
ceived, it was A that a tax rate upon employers of about 2.7 
percent of payroll would be necessary to finance it. 

But in terms of long-range pattern, the costs to employers of main- 
taining such programs has fallen when measured in terms of per- 
centage of payroll. 

States have been able, under present Federal law, to permit indi- 
vidual employers to use an experience yardstick in determining tax 
rate but States are not now permitted to enact statewide rates ee 
than 2.7 percent. 

The proposals before us today would permit such a change and, 
thus, would give the States greater freedom than they now enjoy in 
fixing unemployment compensation tax rates. 

I have attempted to discuss these measures in human terms rather 
than in terms of cold statistics. 

But cold statistics cannot be ignored. 

They cast an ominous shadow over these proceedings. 
ho meet at a time when, nationwide, 4,362,000 Americans are 
jobless. 

Ra is 5.8 percent of the national work force of more than 63 
million. 

Latest figures from the U.S. Department of Labor show 2,243,500 
jobless workers now receiving unemployment compensation through- 
out the country. 

Another 319,700 workers througout the country are receiving bene- 
fits under TUC. 

Tragically, 1,745,446 American workers have exhausted benefits, 

A further indication of the seriousness of this problem is that this 
figure on exhaustees represents 27.8 percent of all claimants. 
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From Pennsylvania, the latest unemployment figure is 492,000, or 
10.7 percent of the work force. 

In the Pittsburgh area’s four-country labor market the figure is 
118,000, or 12.1 percent of the work force. You will note this is about 
double the national percentage figure. 

Under the State’s regular unemployment compensation prngeeme as 
of mid-February, 290,753 jobless workers were receiving benefits, 
arias of these were in the Pittsburgh market and 41,643 in Allegheny 

TUC then was benefiting an additional 58,507 in Pennsylvania, 
12,894 in the Pittsburgh labor market, and 8,785 in —- County. 

However, across Pennsylvania 72,500 unemployed workers have 
exhaused benefits. 

Of these, 18,800 live in the Pittsburgh area. 

These are the statistics. But, grim as they may be, my mind te 
back to more human things—to the unemployed with whom I talked 
in Pittsburgh. ~ 

They want no dole in a State-relief sense. They want to remain 
i the local communities to which they have given so much of their 
1ves. 

They are looking to Congress for enactment of unemployment com- 
pensation minimums which will enable them to keep their heads above 
pe economically speaking, until they can put their skills back to 
wor In, 

Thank you for your patience and courtesy in hearing me today. 

I urge your favorable action on this legislation. 

The Crarrman. Mr. Moorhead, we thank you, sir, for coming to 
the committee and giving us the benefit of your views in this very 
fine manner. You have made a very fine statement. 

Mr. Moorneap. Thank you, Mr. Chairman. 

Mr. Macurowicz. I merely wish to commend the gentleman, the 
successor to a very distinguished former member of this committee, 
for his very fine paper and the fact that he has used great diligence 
in using the Easter recess period for trying to make a personal sur- 
vey of this very, very great problem. I sometimes wish there were 
more members who were able to see what this really means in human 
terms. Probably there would be less complacency in Washington 
about the situation. 

Mr. Moorneap. Yes, the human terms are so much more mean- 
ingful than the statistics. 

The Cuarrman. Thank you, Mr. Moorhead. Our next witness is 
our colleague from Illinois, the Honorable Roman Pucinski. 


STATEMENT OF REPRESENTATIVE ROMAN C. PUCINSKI, OF 
ILLINOIS 


Mr. Pucrnsxt. Thank you, Mr. Chairman. 

Mr. Chairman and ventlemen, I am here this morning to testify in 
support of the legislation pending before your committee which would 
establish minimum standards for unemployment compensation in ad- 
dition to standards that have been in the Federal law since enact- 
ment of the original Social Security Act of 1935. 
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In my humble opinion this is one of the most important pieces of 
legislation presented to the 86th Congress, and I am most happy that 
I can be included in the group of some 120 House Members who have 
ogre Congressman Frank M. Karsten and Congressman Thaddeus 

. Machrowicz in sponsoring this legislation. 

I have just completed a tour through my district during the Easter 
recess. The 11th Congressional District in Illinois takes in the north- - 
west corner of Chicago and has a very large number of small, diversi- 
fied industries. My district is, for the most part, made up of work- 
ing men and women. While I have learned a great deal from my 
personal contacts with thousands of constituents during the past 10 
days, there is no question in my mind that their most serious concern 
today is the persistent problem of unemployment. 

Gentlemen, I can state here unequivocally that those people with 
whom I had talked during the Easter recess are most anxious that 
we in Congress take decisive action in alleviating the problem of 
unemployment. 

Because of the effect Federal standards for unemployment com- 
pensation would have on the consumer purchasing power of the 
entire Nation, [ am certain that enactment of this legislation will 
go far in meeting the great concern of my constituency regarding 
unemployment. 

In Dlinois the absence of the standards proposed by this legislation 
cost the average unemployed worker S17 each week while he was 
unemployed last year. This means that had this legislation been in 
effect during 1958 and the unemployed workers of Illinois who were 
without work for the entire 9-month period which this legislation 
would cover, each of these unemployed workers would have received 
an additional $993, which he and his family could have poured back 
into the Nation’s economy. 

In my State ‘the average weekly wage is $94, which I believe the 
record will show is substantially higher than that in many other 
areas of the country. The benefit amount payable in my State to 
a worker earning the average wage was $30 a week last year—with- 
out dependents. Under this legidlation the amount would have been 
increased to $47 per week. The average duration of benefits for ex- 
haustees under our regular State law was 19 weeks. Our State legisla- 
ture recognized this problem last year, and in a special session raised 
the duration on a temporary basis to an additional 9 weeks. There- 
fore, the average total duration for exhaustees in 1958 in my State 
was 28 weeks of benefits. 

Under the proposed legislation the Federal standards would have 
increased it to 39 weeks. Using the sample formula of $47 per week 
times 39 weeks under the proposed legislation, as compared to the 
existing situation in my State of $30 per week times a maximum of 
28 weeks, shows that the average worker would have received an 
additional $993. 

The comparison in other States shows an even more serious situation. 

It is frequently said that unemployment compensation is a problem 
which should be dealt with exclusively by the individual States. 

While there is a great deal of merit to the arguments propounded 
by those who would give greater recognition to individual States, I 
submit that our Nation’s economy, under our free enterprise system, 
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is so complex and so completely interrelated between the 50 States that 
when a man is forced out of the consumer market in Chicago, the 
effect of his loss sooner or later trickles down to every one of the 4,500 
communities in the United States, and, conversely, when a family is 
forced out of the consumer market in any other part of the country, 
the effect, sooner or later, is felt in Chicago. It is for this reason that 
I strongly urge a Federal standard for all States. 

I urge this particularly because, in my humble opinion, the United 
States must gird herself for a tremendous readjustment in the light 
of mounting competition from foreign markets and the advent of 
automation. We must be prepared, I am certain, for a long series 
of economic distress pockets throughout the Nation, Let me cite you 
an example: Recently a large firm in the East lost two turbine con- 
tracts to European competition and it is my understanding that some 
8,000 workers have been thrown out of work with the shutdown of 
this plant. It would be some time before a readjustment can be made 
to provide unemployment compensation for these people and, unless 
they are protected by a uniform compensation law, their loss in the 
consumer market will be felt throughout the Nation. This example 
can be repeated all over the country and I am convinced it will be 
markedly wiser for this Congress to face up to this increasing prob- 
lem in this session and set up Federal standards rather than at some 
subsequent date to feverishly attempt various pump-priming schemes 
to bolster our national economy. 

We know that in the last 11 years, on three different occasions, 
when this Nation was faced with a serious recession, unemployment 
compensation benefits saved us from tragically slipping into a full- 
scale depression. I do not think there is any argument regarding 
the soundness of the unemployment compensation program. The 
argument, rather, is whether the individual States should be permitted 
to set their own formulas and I submit, gentlemen, that because of 
the complexities of our national economy, this is not a wise policy. 
We need only look at our farm support program. I do not recall 
ever hearing anyone suggest that farm subsidies should be handled 
by the individual States simply because we recognize that our agri- 
cultural community plays an integral part of our entire Nation’s 
economy and so we have assumed the responsibilify of helping that 
community at the Federal level. It would appear then that we must 
take into consideration the same concept in dealing with unemploy- 
ment compensation. 

I am happy to advise you that the legislature in my own State is 
doing everything possible to help raise tlie standards of unemploy- 
ment compensation but regrettably, other States have failed to show 
this same kind of consideration. And it is for this reason that I 
strongly urge passage of this legislation. 

Thank you very much for your courtesy, gentlemen. 

The Carman. Mr. Pucinski, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Puctnsxi. Thank you, Mr. Chairman. 

The CHarrman. Any questions? 

Thank you, sir. 

The Crarrman. Our next witness is the mayor of one of our large 
cities, the Honorable Louis C. Miriani. 
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We appreciate having you with us this morning. Mr. Machrowicz 
wants to present you to the committee. 

Mr. Macurowicz. This is not the first time Mayor Miriani has 
appeared before this committee, but I do want to introduce him to 
the committee with great pride, because we in the Detroit area feel 
very proud of his valiant efforts to meet with what I think is one of 
the most difficult situations in our country. And I do say in all sin- 
cerity that I think he is a very important witness before this com- 
mittee, because no one, that I can think of, can tell with more authen- 
named of the gravity of the situation we are trying to meet with this 

ill. 

The Cuatrman. If there is anyone, Mr. Mayor, I want you to know 
that it would be the member of this committee from your great State 
and city, Mr. Machrowicz, because he has certainly done his best to 
call the attention of this committee to the problems that exist in the 
city of Detroit. 


STATEMENT OF LOUIS C. MIRIANI, MAYOR, CITY OF DETROIT 


Mr. Mirtant. We have been friends for many years, and while I 
appreciate his expression, I can tell better in 2 years how good I am, 
you know. 

Gentlemen, I greatly appreciate this opportunity to appear before 
the honorable members of this important congressional committee. 

As mayor of the city of Detroit I bring you a report from the front 
line trenches, because Detroit probably has been hit harder than any 
large community by the devastating effects of today’s complex unem- 
ployment problems. 

I have appeared before several congressional committees and have 
pleaded for action on each of the many measures which have been 
concerned with.the problems of millions of Americans who have been 
reduced to public handouts, of one kind or another, to provide food 
and shelter for their families. 

Individually, none of these measures, despite their importance, can 
do all the job that requires doing. 

Collectively, the many programs under consideration could do the 
job, but I am fearful the total impact will make but a dent, because 
there still are too many who have not awakened to the full seriousness 
of the situation resulting from changing times. bias J 

The critical unemployment problem in our communities of major 
population densities are caused by many factors other than those that 
can be blamed on a recession. 

The abnormal growth and abnormal shifting of population results 
in the unemployment of the youngsters who would enter the employ- 
ment fields but find the market for manpower already oversaturated. 
Automation and increased efficiencies in manufacturing processes have 
added greatly to the unemployment problem. 

The industrial revolution, causing countless numbers of large in- 
dustries to decentralize, merge with others, or move to areas of greater 
land availability, is another serious factor, as is the abandonment of 
old multistoried factories which are no longer economically usable. 

When these firms move out of a community they leave much of 
the working force behind—too many of them in the upper age brackets 
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who cannot find reemployment nor face an uprooting from their life- 
time neighborhoods. at 

Because of all of the varied reasons, Detroit and other cities face 
a continued unemployment of at least 12 percent of its labor force. 
It now stands at 16 percent in our metropolitan area, L 

The majority of our unemployed have long since exhausted their 
unemployment benefits, including the extended benefits under the 
temporary unemployment compensation, and are now flooding the 
relief rolls, 

What has happened in Detroit is true elsewhere. The local econ- 
omy is overstrained because of high abnormal welfare caseloads 
paate gomemnenente, which have had to step into the breech, are also 
hard hit. 

It has become obvious that the problem is so widespread that it has 
truly become national in scope. 

It is most heartwarming to note that this situation has been recog- 
nized by many of our congressional leaders. 

Bills, such as the one under consideration here today, have more 
and more been given widespread support in 

The many hearings that are being held by both branches of Con- 

ss for the purpose of studyin the unemployment problem are a 

ealthy indication of your keen desire to learn the full truth. 

This expression and demonstration of a keen desire to ascertain 
all of the pertinent facts so that decisions can be made in the best in- 
terests of the test number is true democracy at work. 

Decisions also are greatly influenced by the frame of mind, and it 
is well that a complete understanding be had. 

Speaking of mental attitudes, I was talking recently to a man who 
had made a trip through India. 

He was appalled at the suffering that he saw there. But he was 
more appalled by the mental attitude of the local people in some of 
the communities who casually stepped over the emaciated bodies of 
those who had died of starvation in the street during the night and 
had not yet been picked up for burial. 

These bodies were primarily of old men and women, but he said 
there were also the pathetic bodies of small children with their stom- 
achs horribly swelled from malnutrition. 

We, here in America, find it impossible to believe that such a cal- 
loused attitude could develop in a human mind. 

I have cited this incident because I have become extremely con- 
cerned by some of the public statements which I have been reading, 
which seem to indicate to me that there is a very calloused mental atti- 
tude developing right here in our own country toward those unfor- 
tunate people who find it necessary to depend upon public charity to 
feed, clothe, and house themselves and their children, mostly through 
no fault of their own. 

I am concerned over expressions that would want us to believe that 
practically every person living day to day‘on charity handouts is a 
cheat and a fraud, and unworthy of consideration. 

I am concerned over the mental attitude that concerns itself with 
hopeful statistics instead of striving to ease human misery. 

am concerned with the mental attitude that has forgotten the 
teachings of Jesus Christ who taught us that we are our brother’s 
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keeper, and we must face up to this responsibility. I know, and you 
know, that carrying out this responsibility is a most difficult job. 

There is no humane method of escaping this task. We cannot shut 
our eyes to misery and say it is not there, nor can we escape our respon- 
sibilities by spreading “prosperity around the corner” propaganda. 

During the last 2 years, the unemployment figure in the Detroit area 
has never been below 90,000. It was as high as 300,000 last July, and 
stands at about 239,000 now. There are almost 200 persons applying 
for welfare aid each day. 

If you want to learn the truth about how much misery the average 
man will endure before he asks for a charity handout, all you have to 
do is visit the welfare intake centers and listen. 

For thousands of these unfortunate people, it is their first experi- 
ence with a welfare agency. A large percentage are men with families 
who had up to 20 and 25 years of seniority in the plants before they 
lost their jobs. In January, 74 percent of those granted relief had 
never been on welfare before, and did not even know where the welfare 
office was located. 

I dislike statistics when discussing people. 

These are husbands and fathers, who are unable to provide for their 
families. These include thousands of workers, who never before have 
been out of work. These are men who want jobs, not charity. 

Thousands of older men, who have many years of productive life 
ahead of them, but for whom there are no sole to go back to. These 
are the wage earners, who have been hit by the evolution in manu- 
facturing methods, of which automation is but a small part. 

I have stressed this general situation for the purpose of pointing 
out that we cannot consider our work completed with the passage of 
one particular bill. 

. am not implying that the minimum standards bill is inconsequen- 
tial. 

It is far from that, and I endorse it full-heartedly. 

T endorse the statements made in its behalf by its sponsors. 

I particularly endorse the testimony owen ed in your proceedings 
by our own Representative, the Honorable Thaddeus M. Machrowicz. 

This bill, without a doubt, is much needed. It will do much to level 
off adverse onslaughts and threats to the municipal economy of count- 
less numbers of communities. 

But because you are important Members of Congress I want to ap- 
peal to you—and through you—to all Members of Congress for an all- 
out attack on the entire unemployment problem. . 

The hard-hit surplus labor areas need immediate programs which 
will create jobs as quickly as possible and-they need an immediate 
start on programs for long-range job-making purposes, such as area 
particularly in the industrial redevelopment 

eld. 

Some time ago our department heads prepared a public works pro- 
gram totaling $45 million and which would provide almost 13 mil- 
lion man-hours of labor. 

These are worthwhile and needed capital improvement projects 
which have been delayed and which we would have authorized if we 
had the funds. These projects are over and above the total author- 
ized capital improvement programs already financed by normal local 
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and State and Federal matching funds, which in this year’s budget 
will total $118 million. 

This program can be launched at once. 

This program will put men to work at once. 

Similar programs are available throughout Michigan. They are, 
no doubt, available in every hard-hit area. 

Federal relief offers the only available solution. 

Such relief must come as quickly as possible. It must come in 
a realistic form and tailored to the varied abilities of local govern- 
ments to participate. 

Many communities will require outright ts-in-aid, not pe 
for works programs but to meet welfare obligations. Others wi 
require long-term loans, with a few years of moratorium on repay- 
ment and/or interest charges. 

There have been several bills submitted to Congress that recognize 
the need for making available useful employment opportunities to 
all those able, willing, and desiring to work. 

I urge that proposed Federal projects for construction, flood con- 
trol, et cetera, scheduled for areas of labor surpluses, be put into 
immediate programing. 

Tax relief measures should be evaluated as to their effectiveness 
in providing employment most quickly. 

ore effort should be given toward the channeling of defense 
contracts into surplus labor areas. 
_ These suggestions I submit as my own humble opinion—I cannot 
qualify as an expert economist. 

I am merely one of the thousands of chief executives of local units 
of government who seeks desperately for aid in providing jobs for 
our unfortunate fellow men. 

May I say, Mr. Chairman, that I appreciate the few minutes that 
you have given me. And certainly we in Michigan and Detroit are 
4 izant of the features of this bill, and we endorse them whole- 

ea 

The Taeeel, Mr. Mayor, we thank you, sir, for coming from 
what I know is a very busy schedule to a ag before the committee 
and discuss the problems that exist in your city. 

Are there any questions of the mayor? 

Mr. Macurowicz. I just want to congratulate the mayor for hav- 
ing borne out everything I have said about him. I just have one 
question or comment. 

On page 3, you state: 


A large percentage— 
speaking of these unemployed— 


are men with families who had up to 20 and 25 years of seniority in the plants 
before they lost their jobs. 

That is to me of very great interest, because in the past few days 
we have had people who evidently got their figures from the air, or 
from I do not know where, and have been attempting to give this 
committee the impression that most if not all of these unem ed to- 
day areeither single people or not the breadwinners of the family. 
Your figures seem to throw these statements completely away. 

What do you say about that ? 
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Mr. Mirrant. It is very ant 85 We can take our own rolls, and, of 
course, we can take our own facilities right in our area, on a metro-. 
politan basis. And when I assure you that from my own practical 
experience, the most disheartening thing that we have been running 
into—and this is lately, because in the last 6 months you have heard so 
many complaints about people wanting to get handouts. As I have 
said, 74 percent of these are married men with families and children 
under 16, anywhere from 2 to 10, and better than 50 percent of them 
have had at least 12 to 15 years’ seniority, and some as high as 22 and 
25 years’ seniority, and they will not be called back this year, despite 
the making of the number of automobiles that you read about. 

And the reason is simple. I said it before when I appeared before 
the committee. I want industry to be just as efficient as it can be, 
and I hope that industry can make as much money profitably, usi 
their own conscience pore: Se guide of what they ought to make. An 
I want them to use all the automation methods of cutting labor costs. 
But when they do it all, there then comes a problem, and the problem 
just briefly in Detroit would be this: 

We accept that there are roughly about 4,000 average families on 
welfare continually. They cost us roughly about $6 million. And 
we are not complaining when we meet that situation. But today we 
have a caseload of 16,000, which is 12,000 more. And incidentally, 
I think, Congressman, if you would ask Dan Ryan to give it to you— 
one of our newspapers, without telling us anything, put two men 
into the welfare line, and he has now written a story about how tough 
and rough it is to get on welfare. Using that as the base, we know 
that people do not come into those offices unless they have to. 

And here we find men with families who come in asking for a job. 
And we have had men—and Dan Ryan can substantiate it—who have 
walked up and down in that office for 2 or 3 days before they would 
sign an application, on the theory that their seniority possibly would 
get them back. 

And if anyone is talking about it, I am sure that if you can get 
the records of the large companies that would substantiate what we 
are telling you; if you use their employment schedules dating back 
from about 1948 to date, there are 12 to 13 percent of that labor force 
out of work, off of the payroll, even though they are making just as 
many automobiles, with a 13 percent fewer labor force than thay did, 
let us say, 7 years ago. 

And I contend that the problem of 4,000, which is now 16,239, 
people out of work in our city, is not a local problem any more, nor a 
State problem. It transcends that line. And because we have hit a 
16 employment figure—it is under 17, about 16.2 to 16.3—it is my con- 
tention that it has become a national problem, national in scope for 
appreciation and understanding. 

d so it is that we have gone to the defense division and we have 
gone just about every place and anyplace. There is this pool of 
skilled workers. 

And coupled with that, I want to say if you go into any labor 
office, the personnel division, and you tell them you are 40 years old 
you do not sign the application. The man shakes your hand and 
says, “We'll call you if we need you.” There just is no use fooli 
about it, because the statistics are there, and we can make them avail- 
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able if someone wants to go on down. Or we will do it. We will re- 
search the whole 16,000 cases at any time with industry if they want 
to see what is on that welfare load. 

Mr. Macurowicz. And these men over 40 are usually family men, 
are they not? 

Mr. Armrast They are all family men. And not only that, Mr. 
Congressman, but they are very capable guys, good guys, our neigh- 
bors, men who can work and have 20 years of productivity. But 
somewhere along the line, the feeling is that when you are 40, you are 
through, despite the fact that I think when you are 40 you are just 
beginning to live. You are just beginning to understand what you 
are supposed to be doing in life. 

Then I close with this statement. Two of my very close friends— 
we had the Foreign Minister of Turkey in Detroit the other day and 
had quite a conference with him. Two of my close friends who are 
two of your close friends, with two of our big companies, looked at 
me and said, “What you have got to start to do is send people back 
home.” 

I said, “All right. What am I to do with a fellow who has been 
working for your company for 16 years, four children, out of work? 
Where is his home?” 

True to tradition, the executive stopped and said, “That is a ques- 
tion.” 

I said, “All right. You are one of the fellows who is posing a prob- 
lem for us, because as industry you are fighting ay method of taxa- 
tion. You are propagandizing it to the point as though the money 
comes from a separate siphon. And yet we have never had a construc- 
tive suggestion out of industry, as industry, of what to do with this 
labor surplus of over 50,000. We accept the figure of 50,000 as 
normal. What do do with 189,000?” 

True, both of them were very fine men. They said, “It poses a 
problem, and maybe we should think about it.” 

All I said was, “I can’t think of it. It is costing us close to $30 
million a year for relief, and the figure will keep going up until you 
bankrupt the State of Michigan and the city of Detroit.” 

Therein is posed the problem—39 weeks will help immeasurably 
for us. It will not help those whose benefits are gone. They have 
been out of work for more than 9 months. They are all through. 
They will never be able to get on. 

It will not help the number that you had the other day, Congress- 
man Machrowicz, in this testimony, where you showed the numbers, 
double exhaustions and so on. And yet, I think that industry and 
all their national associations are just as much a part of this problem 
as I am, as one of the citizens who happens to be a mayor at this time. 
And it is for them to put all their resources, with all the leadership 
I can give it and you can give it, to correcting a problem which has 
become nationa] in scope. They cannot escape the responsibility, 
and they cannot escape it that it is their responsibility just as much 
as the 260 millions who make up America. 

Mr. Macurowicz. It has also been attempted to be made to appear 
before this committee that most, many if not most, of these unem- 
ployed, are either seasonal workers or migrant workers. Do you find 
that to be true? 
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Mr. Miriant. No. And not only that. Out of this caseload of 
16,000, so as to give you a complete impression, better than 7,500 must 
work for their relief. I think we give them $1.50 an hour, is it not? 
No, we give them $1.77 an hour. And if his family budget is 30 
hours, you divide the $1.77 into 30, and he must work for it. 

What does he do? He does not displace any of our local people 
but many of our places need a lot of janitorial service that water and 
a brush and soap will clean. 

And incidentally, we have no problem. They want to work and ask 
to work. As a matter of fact, Dan Ryan, who runs an employment 
office, too, and is our director, is besieged with a majority of them ask- 
ing for a full-time job. 

r. Macnrowicz. That is all, Mr. Chairman. 

The CHarmMan. Mr. Knox will inquire. 

Mr. Knox. I should like to compliment the honorable mayor from 
the city of Detroit. He is a dedicated public servant and has been for 
many years. 

I deeply appreciate, and I believe this committee does, your views 
on the problems that are facing the chief executive of the great city of 
Detroit. I assure you, Mr. Mayor, that your views will be taken into 
careful consideration in such time as this committee decides what 
legislation it will adopt. 

Mr. Mintani. May I say to the chairman that Congressman Knox 
and I have been friends for many years. I simply want to say that 
certainly he and I have been through many of these discussions over 
the years. And even though I am nonpartisan and can take license 
in criticizing anybody and everybody in Detroit, I wish to say that 
cooperatively, on a bipartisan basis, many, many very fine things have 
happened in a nonpartisan city—and certainly to Congressman Knox 
and Congressman Machrowicz and the other Members that we have. 
They have been very efficient and capable and able leaders, and I only 
wish I could bend a few heads around the city of Detroit to give me 
a lift in this very complex problem. 

The Catan. Mr. Mayor, I think you have answered my ques- 
tion, but I wanted to get it more specifically, if I could. 

You point out in your statement that you now have around 239,000 
unemployed in Detroit ? 

Fs IRIANI. That is the metropolitan.area, which is 60 percent 
of it. 

The Cuarrman. And then I get the impression that you have said 
that the 239,000, or at least a great part of them, have had former 
employment in the automobile industry. 

Mr. Mrrtani. Or kindred industries. Let us say allied industries. 

The CuatrMAn. What number of the 239,000? 

Mr. Mrrrant. About 60 percent. We have great diversification. 

The Cuarrman. I know you have. 

Mr. Mrrrany. But I would stress that the majority of the unem- 
ployed, taking the figure of one out of every five, work for some- 
thing that the automobile industry makes. About 60 percent of that 
bests would represent what you might call the durable goods 
industry. 

is Couasnaant Most of your unemployment, then, is due to the 
inability of the country to consume more cars than presently are being 
constructed ¢ 


it 
ny 
r. 
at 
re 
st 
1d 
re 
at 
ck 
en 
k? 
aS. 
ey 
his 
as 
330 
you 
bly 
ave 
gh. 
ess- 
ers, 
and 
lem 
me. 
ship 
ity 
uch 
year 
em- 
find 


304 UNEMPLOYMENT COMPENSATION 


Mr. Mrrrant. In 1958 that was true. 

I had forecast that vine y our relief load ought to go on down to 
between 6,000 and 7,000. It is static at the minute, and the unem- 
ployment figure remains high. So the concern I have is how much 
of the 239,000 will they bite into. Or on a State basis I think it is 
around 260,000. And up to this period—now, April will tell—very 
few have been actually recalled. So that there is a substantial num- 
ber of reductions either from the unemployment roll or from the relief 
load on the welfare. 

The Crarrman. I believe the Secretary of Labor has said some- 
time this week that he anticipates a very decided decline by the fall of 
this year in the number of unemployed. 

Mr. Mrrrant. Now, I read that. Have you got a breakdown of 
where they are going to go? 

The Cuarrman. No. 

Mr. Mirtant. Because I regard the Secretary of Labor very highly. 
He is a very capable, a very fine man. I know him, and I respect his 


I have been trying to get some — to see where this 3 million 
will go, and into what divisions of industry. 

The Cuarmrman. That is the reason I raised the point. I thought 
maybe you had some information. 

Mr. Mirrant. Our information leads us to believe that unless April 
and May will make a dent in the unemployment problem, we are sunk 
for the rest of the year, because from then on, as you well know, with 
October and November the new pee of car models, there is an actual 
reticence on the part of the public to buy automobiles in large num- 
bers in the summer months. 

The Cuamman. Now you have helped me. That is the type of in- 
formation I was trying to get. 

If your situation does not improve, then, in April and May—we 
are already in April—we can recognize that there will not be any 
improvement in the remainder of this year, in your city ? 

r. Mrirtant. In my judgment, I doubt that it can come to better 
than 10 percent, the way they are going. It could be a wild guess on 
my part. But I cannot see, within the months of April, May, and 
June, that they will call in that number of employees to make auto- 
mobiles in that sufficient number of cars, where immediately, say, 
come October, they begin the new model. 

The Cuarrman. In other words, you are concerned, and justifiably 
so, because of your thinking, that unless some additional action is 
taken, there is little prospect in the Detroit area for you to get back 
to your normal unemployed level of 90,000 this year? 

Mr. Mrrtant. Yes. 

Mr. Macnrowicz. Mr. Chairman, I might say, for the further en- 
lightenment of the chairman, that I have tried to use this Easter 
recess as a tool whereby I could learn from industry itself what the 
prospects are for the future. And I had several conferences with 
some of the industrial leaders in Michigan. 

I find from them no comfort as to any appreciable improvement in 
the situation in Detroit in the next few months. 

Mr. Mrrrant. I can add one more figure for the chairman. From 
everything we have been able to get from the experts whose job it is to 
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diagnose and then say what they think, we doubt that our unemploy- 
ment will go below 12 to 13 percent. 

In other words, it is 16.1 or 16.2 now. We think if we can get down 
to 12, which is a 4-percent difference, it will be rather, we will say, 
pleasant, and something that we are hopeful about. But everything 
we have been able to forecast, from all the statistics available and the 
telephone calls we naturally make, and the people we talk with, indi- 
cates that we would still have a 12-percent unemployment, which 
would be roughly around 200,000 in the metropolitan area, which is 
still roughly 110,000 above our normal. 

You know, I have so many friends in industry as well as in labor. 
I am not critical of industry as such, because I want industry to be 
efficient. I hope they can make a car to sell it for $5. But I am 
critical of the lack of thinking on the part of industry in their na- 
tional organizations in relation to this problem, which becomes a 
national problem. There are no fingers being pointed at any one 
group to say, “You are to blame,” because certainly in the evolution- 
ary processes of manufacturing, we expect efficiency. We expect a 
chang? in standards of that kind. What I have been trying to plead 
for, and what I have been orb to suggest to them, and to all of 
them, is the continual point of looking at it from the standpoint of the 
economics of the whole situation as it affects the Nation. 

And then it leads to one point. Somewhere along the line we have 
got to come up with some new industry of some type. The small car 
could be a shot in the arm. I am told by those who ought to know 
that a small car, if the Big Three decide on it, could actually provide 
jobs for almost 50,000 men in that. 

Mr. Macurowicz. I would think even more than that. 

Mr. Mretrant. So that you could then multiply it, Mr. Chairman, 
by almost 10. In the country at large the eta car could actually 
pick up a half a million people. 

Mr Adnivsinatects That is what I thought. 

Mr. Mrrrant. Now, I have had no chance to ask our Secretary of 
Labor, who, as I said, I respect very much. I like to hear figures, but 
I have been told that if I wait until April everything will come on up. 
I want you to know when I talk about 16,000 cases, 1 am talking about 
$100 a month. So it is $1,600,000 times 12. So when you look at a 
relief load that runs $20 million, you naturally wonder whether it is 
the best kind of economics for a community and a State to be putting 
money into just relief. 

You begin thinking perhaps there ought to be a new way, a better 
way, so that you can at least give the enthusiasm and the feeling to 
individuals that jobs are the keynote to it. And those are the things 
we are trying todo. We have pushed our capital improvement pro- 

am in Detroit to the point where there never can be any problem. 
Ve think this is one of the things we should push. But despite that, 
you have this backlog of unemployed people that we are talking about. 

And, as industry comes to the table, and the national associations, 
you can project that they ought to work with many of the local com- 
munities and Governors on the broad effect of unemployment, how 
it affects the Nation. 

I am sure if they use their brains and their abilities as they do in 
the efficient operation of a company, we may be able to come up with 
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a few answers that certainly all of us could cooperatively accept and 
try to work toward. 

r. Macurowicz. What is the basis, Mr. Mayor, of the reluctance 
of the automobile industry to get into these small cars? 

Mr. Mirani. I must say this. The reluctance at first was that the 
survey showed there was not a heavy demand for a car, and the pay 
point, as I was told by them, would be 200,000 cars. 

Mr. Macurowicz. Per company ? 

Mr. Mirrant. Per company. The surveys, I thought, were very 

ood. I had a look-see at them. I had some of our experts analyze 
them. And at that time they thought the market would bring about 
650,000 to 700,000 cars. Since then, I am told by one of the com- 
panies—I have a close friend who has been doing this work—that the 
think there could be a million sales in the small car field. And wit 
that, there would be sufficient leeway and advantage in trying to do 
it 


Now, whether they are going to do it or not, I do not know. The 
hearsay I have would indicate that if the normal replacement is 
roughly a million, I would guess that the automobile industry, which 
is a very aggressive and forceful and diligent industry, will go into 
the small car field. 

Now, the second problem that one of the men gave to me at the 
time was price. We were trying to get the price below $2,000. And 
engineeringwise, our Big Three, or Big Five, including Studebaker 
oad American Motors—engineeringwise they are superior to any car 
that the foreign market brings. The catch was the cost of labor in 
relation to the two cars. And that was it. 

They seemed to think, the last time I talked to one of the men, 
that they may be able to lick the problem and get the car down to 
what they think has a good standard. I have seen two miniatures and 
one in the experimental stage. For sure, if you look at them, I think 
if the — were within the range I was talking about—I doubt you 
would look at a foreign car again, because you would be immediately 
struck by the beauty of the small car and the accessibility and how 
nicely, usually, the engineers in our country here can tool them. 

So I have no fear, once they embark on it and get that cost down 
that I am talking about, that they will not sell them quickly. 

Mr. Macurowicz. But as you point out, it may not be an addition 
over the number of mdealt cars presently made, but it may cause 
— reduction in the number of standard cars to be made in the 

ture. 

Mr. Mrrrant. Number one. Number two, you have a big backlog. 
I was astounded by a theory I saw, where you would have youngsters 
from 18 to 27, that can account for almost 300,000 cars. And then 
you have another backlog of what I call the two-car family. I use 
my daughter as an example, who lives in the suburbs. She has a 
1952 Ford. She is going to give it up, she says, because she only 

oes 12 miles. But she will buy a new small one if she can get one 
or $1,200...So many of your youngsters are more willing to pinch 
pennies than we are. And there is a very heavy backlog of cases that 
they could sell. 
hose families potentially will take a small car, because of the 
small ride factor; with three or four children, you have to go to the 
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stores, the schools, and so on. So the backlog is there, depending 
now on the pay point of the total number of cars they must make for 
tooling and so on. tera! 

Mr. Macurowicz. Your thought, then, in answer to my question, is 
that it might not cause much of a reduction, if any, in the numbers 
of the larger or more standard units produced ? 

Mr. Mrrrant. The reason I say that: As you probably have, too, I 
have some friends in the business, and there is a Ford, a Chevvy, and 
a Plymouth, that you can buy very inexpensively. And yet when 
you go in, I note they go right by it and go to the Fury or this new 
Galaxy, or—it isn’t an Impala, now. They have a higher class than 
the Impala. And that car is $1,000 to $1,500 more. Yet people will 
gotothat. You wonder. 

Now, the small car may give the impetus of economy, economy of 
gas consumption and so on, and it may throw us into that point where 
we will begin thinking of dollars as we ought to, and it could actually 
help the complete economy. 

Mr. Macnrowicz. But either your area must have some new in- 
dustries, or there must be some increase in the production of automo- 
biles, if this situation is to be relieved without some public works 
program or something of that sort ? , 

Mr. Mrrrant. And lest anyone think that we have not been doing 
what. we can, we have an industrial development commission that 
picked up better than 2,800 new jobs last year, and we did not raid 
or pirate. 

We are in an industrial expansion on our own of about 20 acres, 
without any help from any of the governments, just to demonstrate 
that in all of America there are divisions of various kinds of industry 
that can come to any of the communities in a small way, be it five em- 
ployees or 50, and implement the economy of the community, and help, 
without in any way injuring any of the country—food processing, 
trucking, many of those things, plastics. There are so many that you 
can go into that we find can actually give a lift in the economy, without 
in any way a city being accused of trying to go to another city or a 
State, pirating their industry. It is here. The expansion is there. 
What we need is the imagination of the men, let us say, who are cap- 
able. And usually they are the industrialists, the managers of the 
many fine companies that we have. 

We have no quarrel with the civic interest they take. If there can 
be a difference of opinion, it is the smallness of analyzing a problem 
which ought to affect them tremendously, because it is a national 
problem. 

Mr. Macurowicz. I just wanted to make one comment. 

I notice the mayor said he is going to try to get answers to some 
of these questions from the Secretary of Labor. I just wanted to 
comment that I hope he will have more success than this committee has 
had, because customarily the Secretary of Labor appears before an 
other witness that could give us his views on this situation but it 
seemed that prior ' ae commitments make it impossible for him to 
come here to testify. 

However, I have since been reliably advised that personal commit- 
ments did not prevent him from being in his office all that day. 

The Cuairman. Mr. Mason ? 
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Mr. Mason. Mr. Mayor, I want to compliment you on the 
you have of the local industrial situation and the problems connec 
thereto. You realize, I am pt that Detroit has a peculiar industrial 
situation, in that it is mostly all producing durable goods, and there- 
fore that is a situation that 1s not true, we will say, in Colorado, where 
the transient workers, the seasonal workers, predominate the labor 
market. There is a considerable difference, and a considerable differ- 
ence in their needs. 

Now, then, in connection with this expected expansion work and 
takeup of 2 million to 3 million unemployed today, I feel quite s 
from what little I know of the national situation that most, I woul 
say 70 or 80 pass of that takeup in unemploymen will occur 
among these farm groups, transient labor, seasonal workers, and so 
forth, because the weather—even in the building trades there is a 
pickup. But very little pickup can be > epee in the durable goods, 
as I see it; perhaps a little, but not too muc 

Therefore I want to compliment you, sir, on the knowledge and 

that you have, particularly of your problems as you have 
presented them here. 

The Carman. Mr. Mayor, I, too, want to thank you and to con- 
gratulate you for your fine statement, and the very able resentation 
that you have made to this committee and through it to the Congress, 
of the problems that you have to cope with under existing circum- 
stances in your great city of Detroit. ; 

We thank you, sir. And you can be assured that your suggestions 
will be very carefully considered by this committee as they fall within 
the jurisdiction of the committee. 

Mr. Alger hassome questions. 

Mr. Aterr. Mr. Mayor, I certainly want to compliment you for 
something you said just off the cuff a minute ago, about loca) level 
imagination, the old American ingenuity to solve problems. I cer- 
tainly join with you, and I think we all share the same belief. AsI 


sit here I may differ in conclusion, but certainly not in sincerity with 
the other gentlemen with whom I may have the differences. ; 

I do want to allude, though, to some things in your statement which 
I cannot let go unmentioned. 

First of all, I am concerned, if we accept the Federal minimum of 
39 weeks, that when those run out we will find we are dealing with the 
results of the sickness and not the sickness itself. I wonder whether 
it is relief we need, or more new jobs, rather than unemployment 
compensation, which was intended as temporary only. 

But I want to particularly refer to your statement here on page 2, 
when you k about “a Bae mental attitude.” 

It is my hope that you did not intend in any way to say, and I am 
sure you did not mean to say, that if some of us, because of the facts 
as we see them, disagree with the need for a Federal standard, we are 
necessarily callous in that sense. 

Mr. Mrriani. No; when I said a calloused attitude, perhaps I should 
say “as you read the press.” I was not alluding to any of the Govern- 
ment officials, because disagreements are accepted. But the other 
morning I was handed a commentary’s viewpoint about many of these 
problems, and I could not help but say that in the rare atmosphere of 
an editorial room tucked off in a corner, apparently almost an egghead 
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B shape, on that basis, people will say just callously that these problems 
can only be solved by time because you have got to let the trend run 

ul its course. 

B- Now, even those that disagree with this philosophy of whether the 

re Federal Government should or should not—I am sure most of you, 

or because you have industrial redevelopment, commercial redevelop- 

& ment, housing, flood control— 

Speaking to Congress as a group, you are concerned, because of many 
id of these things you are doing. I was trying to say that there are too 
2 many of those who do not know the problems who are becoming cal- 
loused to the degree that they think that by brushing the problem under 
ur the carpet it is solved. And I was simply saying, as I said about 
so India, because there I know from firsthand knowledge of some of the 

a things, that there has got to be, let us say, whether it is an innoculation 
is, or you inculcate something into people, some way of alerting them 
that if someone is out of a job, as a Congressman has said before, he 
nd is out of the market and everybody suffers. 
ve The reason that I have said that—when we held our meetings with 
the mayors of the cities here last. October, we were 15 percent. Nota 
n- city was within gunshot of us. But I notice now that Chicago and 
on Buffalo and Philadelphia have been stepping up, and they now see 
SS, that a pattern that can affect one State is a pattern that can affect the 
m- other 49. 

So I am glad you brought that out to me. And neither, as I said 
ms § to you, do T say it of industry in any one way at all, because I expect 
1in everybody to insist that their thoughts, their ideas, and their programs 

should be at least explained and accepted, and disagreement should 
then be on an intellectual level of what ought to be done. 


for Mr. Auger. Mr. Mayor, I appreciate that. 


ve} Let me hurry on. I have two or three other things. 
er On the next page you mention something that has troubled me for 
si along time. I simply want to mention it today. You said to us on 


ith | this committee, and you are the first man I ever heard say it in testi- 
j mony, speaking of mental attitude and so forth, that we have forgotten 
ich } that we are our brother's keepers. 
Has it ever occurred to you, and I suppose it has, that ef the 

}0f role of the Federal Government is not in any sense charitable and that 
the we are not to be our brother’s keeper with Federal money, but, rather, 
her | charity is something rather personal? And naturally when it comes 
ent to us in testimony like this in the hearings for unemployment compen- 

sation, I am left with the uneasy feeling unless I speak up that a lot 
e 2, of people may immediately accept this premise, accepting the wrong 

premise, that it is the role of the Federal Government to be the keeper 
am — of the people. 
acts Mr. Mrerant. This I will debate with you. When I read about the 
are [| ease with which ‘he administration foists and keeps pushing a 

aid with a callousness of, let’s say, our domestic problems, I can’t help 
puld | but say there is a callousness there. 
ern- I think Michigan ranks about third in paying income tax and we 
ther | never complain because I like the partnership Detroit, the State 
hese | of Michigan, and the Federal Government has. It is a very fine re- 
eof | lationship, but any time that anybody thinks that a portion of a 
read | certain tax is collected for a specific purpose, if you want to relate 
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it back and say we don’t want it, we would just as soon work out 
our own problems in that relationship. 

The Federal Government is not expected to do anything that is 
beyond its reason and ability but the Federal Government, I repeat 
to you, Congressman, is expected to measure up, because it is all 
pies ap in its budget that you have set up, its foreign aid and 
everything that goes on with it, and I think in a section of the State 
or a State that is so vital to develop, if it is hurt, then the United 
States of America is hurt and we expect, as we say to you, that at 
least there ought to be a study and check and determination whether 
you want that to continue or not. 

If when you are through you say, “Yes, let it continue,” we can’t 
quarrel with you, sir, except to argue about it. 

Mr. Areer. I am not sure what relation that has with being thy 
brother’s keeper, but I think I agree with some of the things you 
say. Are we talking about more relief or more jobs? 

Then you go into the final page here of your statement pointin 
out some of the things to be done. Asa mayor, I suspect you are well 
aware of the impact of Federal taxation in reducing the amount of 
local tax revenue; is that not correct? 

Mr. Mrrerant. Well, I don’t know whether you reduce it or not. 

Mr. Atcer. The more taxes we take federally, the less money there 
is in effect to be available for taxation locally, is that not correct, for 
your city ? 

Mr. Mrrrant. No, because most cities work under charters with the 
State restricting their ability to collect anyway and whether you 
reduce the taxes doesn’t give us any more taxes. 

Mr. Arcer. I am not talking about the technique by which you 
collect taxes. I am talking about the moneys you can collect for 
entities to support themselves. The more we take federally, the less 
there is for the cities. 

Mr. Mrerant. The less there is for consumption. 

Mr. Arcer. Put it that way if you like. 

You must get your money to support your city and have the neces- 
sary tax to impose. 

You suggest then, in the middle of page 4: 


Federal relief offers the only available solution. 


Then you go through a program here of Federal projects of all 
kinds. Then you say right after this we need less tax relief mea- 
sures, and then in the final paragraph, we “seek desperately for aid 
in providing jobs”, and so forth. 

It seems to me to be obvious that the more Federal programs we 
have, the greater the Federal tax and the less tax revenues there can 
possibly be for your city, and I am just wondering if we are not going 
a little too far in suggesting in unemployment compensation that we 
continue to pyramid the Federal expenditures. 

Mr. Mrrerant. You do two things: You can keep the same amount 
of moneys that you have had in the past 3 or 4 years for industrial 
development, which in effect does create more jobs, or if we don’t create 
more jobs you will simply have to try to tide somebody over. Whether 
it is unemployment compensation or relief money, it is immaterial to 
me. It is part of the whole fund that is going to come out of some 
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place, and I think if the situation of relief continues through unemploy- 
ment, the Federal Government is going to pay it. 

The question I see is whether or not you wish to do it through unem- 
ployment eprapenenyn of shoring it up to a degree, or whether you 
want to do it through the relief rolls. 

Mr. Aveer. One final question, Mr. Mayor. Do you feel that Detroit, 
Mich., is unusual or very similar in its needs and problems as the other 
cities in the country ? 

Mr. Mirtant. They are the same. Our only problem is that we are 
harder hit, that’s all. Percentagewise, I imagine you could say harder 
than Philadelphia, Chicago, St. Louis, New York, and Washington, I 
suppose. 

Our problem is that we have possibly, percentagewise, twice as many 
cases on relief as any other city. 

Mr. Avger. I was very concerned and very interested in the fact that 
Michigan, which has been the most highly unionized State in the Union, 
and in this case Detroit, Mich., ne, so many of the auto workers 
getting income from all over the country in the auto business, appears 
to me to be in the worst shape of all. 

Mr. Miriani. Let’s put it this way: Our capacity to do things is very 
good. Our capacity of borrowing is excellent, as we borrow money 
just as cheaply as the city of New York, but our capacity of continuing 
an abnormal relief due strictly to unemployment, people who can’t 
work, is the problem. 

Tn the 1930's to 1942, when the war began, the Federal Government 
was a part of those programs because of abnormality, and I think the 
only suggestion being made, and it is not novel through me, because I 
am sure Congressman Knox remembers some of those things that we 
had to do as part of a program that we worked out, is that you may 
have to revive those programs. The only difference we see is, you need 
not revive the WPA days because all cities have good capital improve- 
ment programs and all cities can spend for themselves if they can get 
the money without handouts. 

All I say is that the normal housekeeping services of the city belon 
to us and we shall finance them. Ninety thousand people is the sunient 
load in that area of people being out of work through transfer or one 
kind or another. 

We say when it is over ninety thousand, it is not a local problem any 
more. Somewhere along the line, if you are thinking of defense, if you 
are thinking of some of the things that can be done in the case of emer- 
gency, the Federal Government and the State governments are in- 
volved, too. 

Mr. Aucer. I do not follow that, but thank you very much. 

Mr. Mrrrant. But to what degree? That is your problem. I mean 
it is for you to say what degree. 

Mr. Areer. Thank you very much. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. After rereading sections of your statement which 
the gentleman from Texas referred to, I want to say that I do not 
see any need for changing them or apologizing for them at all. I 
think they are very, very proper. I think there is in some areas in 
this country and in some areas of Washington a calloused attitude 
toward this problem, and I think for the answer to the question that 
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was raised also as to where these additional funds for the Federal Som 
Government should come, we , possibly have to look to some ment 


sources which have probably not been paying their full share. We Fo 

ae rd oe pat at all resources. Probably some of these funds could posal 

icked up. era 

he Cuarrman. Thank you, Mr. Mayor. In SC 
Our next witness is Mr. Vernon Herndon, representing the Ameri- able 
can Hotel Association. if he 

Mr. Herndon, although we remember well your previous appear- to Fe 


ances, for the purpose of the record, will you please identify yourself ploye 
by giving us your name, address, and capacity in which you appear? other 


STATEMENT OF VERNON HERNDON, REPRESENTING AMERICAN Cong 
HOTEL ASSOCIATION, ACCOMPANIED BY M. 0. RYAN, WASHING- tablis 


TON OFFICE, AMERICAN HOTEL ASSOCIATION vit 
idlen 

Mr. Hernpvon. Mr. Chairman, my name is Vernon Herndon. I am On 
vice president of Hilton Hotel Corp. and general manager of the as I h 
Palmer House, Chicago, Ill. conce] 
I would like to present Mr. M. O. Ryan, our associate in our Wash- tion s 
— office here. in mo 
he CuatrmMan. You are recognized, Mr. Herndon. As 


Mr. Hernvon. I am also vice president of the American Hotel As- result 
sociation and I appear before your committee today in my capacity to pre 
as a member of the Governmental Affairs Committee of that organi- unemy 
zation. sched 

While the various bills before your committee relating to unem- persor 
ployment compensation take a number of different ent, 
would like to direct our comment to those bills which establish Fed- and w 
eral standards for unemployment compensation provid for not relief. 

, less than 39 weeks’ duration of benefits up to one-half of the weekly Ind 
Ww objections to these bills are both practical and philo- 
sophical. sch 

‘Our experience in attempting to staff our hotels with dishwashers, ng tet 


kitchen workers, and other types of unskilled help gives us a lov 
deal of experience upon which we base our practical objections. For 
Frankly, some low-paid jobs in hotels are not pleasant. force | 

On the other hand, the productivity of some of our employees is think 
very limited. Others are seasonal workers who do not wish year- 4to 61 
round employment. In some cases they work only long enough to Ins 
qualify for unemployment insurance benefits. ment ¢ 


We have had numerous instances in which men have been referred comes 
to us by the local employment service, and have presented themselves J ceases, 
in dirty clothing, with dirty hands and face, unshaven, or with liquor In 
on their breath. We know them as a type. They present themselves weeks, 
for a job when they are referred to us by the employment service. | ments 
However, they are skillful in making themselves unacceptable toem- f§ at larg 
ployers without jeopardizing their unemployment benefits. They do [| In oth 
this by deliberately failing to qualify as a desirable employee. About | such pe 
the only time that men of this type will go to work is when they Man 
have exhausted their unemployment compensation benefits. & great 

The enactment of legislation which is now before your committee J] sons w) 
would prolong this period by 50 percent or more, in some States. | genera: 
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Some of the bills which you have before you would make unemploy- 
ment even more attractive as a way of life for persons in this group. 

For example, bills such as H.R. 3547 and other similar type pro- 
posals, provide a weekly benefit up to one-half of the individual’s 
average weekly wage, in addition to compensation for dependents. 
In some cases this will mean that a person would have more spend- 
able income from unemployment compensation than he would have 
if he were employed. That is because such benefits are not subject 
to Federal or State income taxes or employment taxes, and the unem- 
ployed individual does not have expenses for transportation and 
other items incidental to employment. 

It seems incredible that serious thought would be given by the 
Congress to a program which, in 46 out of the 50 States, would es- 
tablish entitlement benefits which far exceed the base year wage earn- 
ings of an employee. Such a program clearly places a premium on 
idleness, it seems to me. 

On the philosophical level, we feel that the enactment of bills such 
as I have just described would be a complete departure from the basic 
concept upon which the original Federal unemployment compensa- 
tion statute was passed, and upon which it has been administered 
in most States. 

As I understand it, the original concept was that ger som ra 
resulted, to a great extent from the failure or inability of employers 
to properly schedule production and work schedules, and that since 
unemployment resulted largely from maladjustments in working 
schedules, employers should bear the expense of unemployment for 
persons who are in the work force. Benefits were in the nature of 
insurance against temporary hardship resulting from unemployment 
and were not considered to be in the nature of welfare payments or 
relief. It was a matter of right. 

Individual employers in many States, through experience ratings, 
were given the opportunity of reducing their payments into the fund 
by scheduling their work to prevent any of their employees from be- 
ing temporarily or seasonally unemployed. 

"Bowie but surely, the law has abandoned these original concepts. 

For example, the idea that a recipient must be part of the work 
force before he is eligible for benefits has been whittled away. I 
think that it is obvious to anyone that a man can be unemployed for 
4to 6 weeks and still be part of the work force. 

In some circumstances, most individuals might fail to find employ- 
ment during an even greater period of time. But in any event, there 
comes a time when the employer's amy to pay the individual 
ceases, and it becomes a responsibility for society generally. 

In my own opinion, when a person has been unemployed for 26 
weeks, he no longer should be entitled as a matter of right to pay- 
ments from the fund accumulated by a tax on oe a my societ; 
at large should support him only if he is unable to support himself. 
In other words, relief or welfare payments are more appropriate to 
such persons. 

Many communities throughout the United States.are suppoeted to 
a great extent by unemployment compensation checks mailed to per- 
sons who have no intention of working regularly. Such communities 
generally engage in farming, logging, recreation, or other activities 
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of a purely seasonal nature. Out of season, there simply is no work 
for employable persons in such areas. 

Prior to the enactment of unemployment compensation statutes, 
it was the custom for persons in these areas to save enough during 
the work season to support themselves for the entire year, or to 
migrate from one area to another to find work. However, because 
of unemployment compensation, people in these groups are enabled 
to live for 7, 8, or 9 months in the year at the expense of employers 
generally, because they have worked for 3 or 4 months in a seasonal 
activity. This brings about a drag on unemployment reserve funds 
which might some day jeopardize the protection of legitimate, year- 
round workers who become unemployed through no fault of their own. 

It is further important to note that many such persons are students 
or housewives, not generally in the labor market, and who are supple- 
menta —— earners in the family, and therefore there is no question 
of need. They now regard unemployment compensation benefits as 
a matter of right, and they accept them without shame. 

It is unfair to impose the Obligation of supporting such persons 
upon the employers of the State in which they are located. 

To avoid widespread abuse of unemployment compensation, we feel 
that a longer period of employment should be required before a per- 
son ean qualify for benefits, particularly where they have drawn un- 
employment compensation benefits during the preceding 3 or 4 years. 

In other words, we think that the law should be amended to spare 
employers the burden of supporting persons who regard unemploy- 
ment compensation benefits as a way of life, and apply for them 
regularly, year after year. We feel that the duration of benefits 
should be limited to 26 weeks, because beyond that it is questionable 
whether a person is actually in the labor market. If they are unable 
to secure employment for 26 consecutive weeks, it is probably because 
of some physical or mental handicap, it which event welfare pay- 
ments are the appropriate remedy. 

And last, we i not feel that the benefit payments should be so high 
that they make unemployment attractive to large numbers.of persons 
who otherwise would accept employment. 

I think that the concept of unemployment compensation has been 
widely accepted among businessmen under the impression that it is 
a form of insurance. In the past, employers have willingly made 
the payments under the impression that it provided protection for 
their own employees in the event of unforseen events which result 
in unemployment. 

However, I feel that employers will completely lose confidence 
in this whole idea if the potential claims against such funds become 
so great that any resemblance to insurance becomes completely ridicul- 
ous. No insurance program can be administered soundly where one 
employer is forced to pay the premiums and the employees of an- 
other receive the benefits, especially where no effort is made to elimi- 
nate poor risks. 

The enactment of these bills would destroy the insurance con- 
cept and impose upon employers obligations which should be borne 
by society generally. By that, I mean that persons who are regularly 
or chronically unemployed should not be entitled to payments as a 
matter of right out of a fund obtained from employers, but they 
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should be treated as welfare cases, and receive payments only after 
they are carefully screened and found to be deserving. 

e also have objections to the concept of uniform Federal stand- 
ards as proposed in these bills, but since our views on this point 
coincide almost exactly with those expressed by other employer 
groups, we will not take the committee’s time to develop them, It 
was gratifying, however, to learn through the press that you, Mr. 
Chairman, day before yesterday had expressed some strong dislike 
for federalization of this program. 

With further reference to State standards, I would like to observe 
that my State of Illinois, as an example, has a variable maximum, 
so that a single unemployed worked who has received a given wage 
receives unemployment benefits of a certain amount. But a married 
worker who ea earned the same wage would receive more, with 
additional allowances for each child. By establishing arbitrary Fed- 
eral standards, Congress might easily do more harm than good by 
canceling out certain tried and tested devices which have been suc- 
cessful in the individual States. 

Day before yesterday, April 7, I was reassured by a representa- 
tive of Governor Stratton of Lllinois that our State unemployment 
compensation program is adequate, and that we do not require any 
Federal grants or loans. He continues to be unalterably opposed 
to the adoption of any Federal standards to which the individual 
States would have to conform. 

At a local press conference Tuesday, I understand that the United 
States Department of Labor reported unemployment at the lowest 

int in many months. This would indicate improving economic con- 

itions. Because of this and other factors, I respectively suggest 
that your committee carefully consider delaying the revolutionary 
steps provided for in H.R. 3547. 

We sincerely appreciate the opportunity to appear before you 
and to give our views on the pending legislation. Thank you. 

The Cuatrman. Mr. Herndon, we thank you, sir, for presenting 
the views of the American Hotel Association. 

Are there any questions? 

Mr. Machrowicz will inquire. 

Mr. Macurowicz. I might say, Mr. Herndon, I hesitated as to 
whether or not I should direct my questions to you because of the 
obvious great difference in your philosophy and approach to the prob- 
lem and mine, and because of the pleasant relation I have had with 
the American Hotel Association, and I seriously question whether the 
views expressed by you are really the views of the association. 

Let me say first you refer on your first page to the fact that these 
applicants for unemployment compensation and for work present. 
themselves in dirty clothing, dirty hands and face, unshaven, and 
with liquor on their breath. 

I have just been a guest at the Palmer House and I know it is very 
plush and a very fine hotel, and I like it very much, but is it your 
intention to let this committee have the idea that that is a typical pic- 
ture of an unemployment compensation beneficiary ? 

Mr. Hernvon. No, I didn’t intend to convey the impression that. 
that was entirely typical. 

Mr. Macurowicz. What was your intention ? 
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Mr. Hernvon. The contention is, of course, that there is a limit, 
particularly in our business, which, as I have — out, has some 
undesirable jobs, and which have fringe beneficiaries. This is not 
an isolated instance, however, Congressman. This is a case that goes 
through our personnel meron time after time. 

Mr. Macurowicz. Is that one of your arguments against the Fed- 
eral standards? 

Mr. Hernpon. Not our principal argument; no, sir. It is a case 
pointing out that malingerers of one kind or another, under the new 
provisions extended to 39 weeks, would provide benefits for a longer 
period of time, and it would be an inducement for those people to stay 
out of work that much longer, because we do have a limit within our 
industry. This is an important thing to us, and many of these people 
when they have earned enough will not return to work for a num 
of reasons. 

I believe I do represent the feeling of our industry when I say we 
are opposed to this bill. I don’t say that this condition exists in all 
hotels, but I think that most of our members experience the same dif- 
ficulty with the type of people that we employ at certain levels. 

Mr. Macurowicz. What has that to do with the merits or demerits 
of this bill? 

Mr. Hernpon. We use this example, Congressmen, to point out that 
the extension of the bill would provide an inducement to some people 
to exceed their base wage and their spendable income by staying 
and receiving unemployment com tion. 

Mr. Macurowicz. Let me another section of your statement 
and ask you whether you seriously want that included in your state- 
ment: 

They regard unemployment compensation benefits as a matter of right and 
they accept them without shame. 

» Do you think anyone who accepts unemployment compensation 
should accept with shame, and ae a right? 

Mr. Hernpon. If they are seasonal employees and have no inten- 
tion of going back to work and they consider unemployment compen- 
sation as a right and go and claim it when they have no intention of 
going back to work and joining the labor force again, I think they 
should accept it with shame, sir. 

Mr. Macurowicz. Whether or not they are seasonal workers or 
temporary workers, if they are by law entitled to unemployment com- 
pensation, do you feel there should be any shame attached to their 
the unemployment 

Mr. Nn. I say this, Congressman, and my intention was to 
point out, and not to try and cast aspersions or anybody, that if a 

rson who works on a seasonal job, and who has no intention of join- 
ing the work force any longer, and for whom this law was not pri- 
marily intended, accepts unemployment compensation, he should do 
so with a feeling of guilt. 

Mr. Macurowrcz. Mr. Herndon, one other sentence in your state- 
ment: 


If they are unable to secure employment for 26 consecutive weeks, it is prob- 
ably because of some physical or mental handicap, in which event welfare pay- 
ments are the appropriate remedy. 
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Because of the high-esteem for your association, and I will say some 
of my best friends are members of the association, I wish you would 
in all fairness point out that this is not their view that you are 
presenting. 

Mr. Hernpon. Of course, not packer sir, with all mem- 
bers of our association, this will have to be my personal view. 

Mr. Macurowicz. Do you really believe in that, that these people, 
and you heard the mayor of Detroit just a few moments ago, who 
are unemployed months and months at a time in Detroit, are unem- 
ployed now because of some physical or mental handicap ? 

Mr. Hernpon. Of course I am not speaking, sir, for any industry 
but our own. 

Mr. Macurowicz. However, you are speaking of the whole problem, 
not of your industry. In this particular paragraph you are not re- 
ferring to your 

Mr. Hernpon. In all my statement, I am referring to the hotel 
industry’s reaction to an extension and the proposed changes in the 
standards. I don’t pro to represent all business. 

Mr. Macurowicz. Mr. Herndon, I am not questioning your position 
on the bill itself. I am rather horrified and shocked at your philoso- 
phys and I wonder whether you want to correct that statement. 

r. Hernpon. No, I want the statement to stand, but I don’t pro- 
poss to state that I represent every individual within the hotel 
industry. 

Mr. _ ROR You want your statement to appear on the record 
before this committee that in your opinion, if a person is pose ng 
for 26 or more consecutive weeks, it is probably because of some 
physical or mental handicap? That is on page 4. 

r. Hernpon. Again, Congressman, I state that I am talking only 
for our industry. 

Mr. Macurowticz. I think you are talking for yourself in this par- 
ticular situation. 

Mr. Hernpon. All right. 

Mr. Macnrowticz. I have too high a respect for the officials of your 
association to let that stand. 

Mr. Hernpon. All righth, sir. I will amend it to say that I will 
let. it stand as an opinion of my own. 

Mr. Macurowrcz. And that is _— honest opinion ? 

Mr. Hernpon. Yes, in our industry and as it has existed over the 
last 12 or 13 years when I have been in Chicago and as I foresee it in 
the future, I will let it stand as a statement that I think that is true. 
There is no period in an entire year when for over 26 weeks in the 
hotel business, people who honestly want to, and are anxious to work 
in our industry, haven’t been able to get a job. 

statement in that paragraph you weren’t talking about your industry ; 
you were talking Saat this bill in gmarel. 

Mr. Hernpvon. As it pertains only to our industry. 

Mr. Macwrowicz. You heard the testimony. You were in the 
hearing room when the mayor of Detroit testified. Would you say 
that those hundreds of thousands of people in Detroit who are un- 
employed now because of the shutdown of automobile factories are 
unemployed because of some physical or mental handicap ? 
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Mr. Hernpon. Congressman, I would say that generally speaking, 
and I will have to say this from an impression, because 1 haven’t 
checked the facts, anybody who customarily works in the hotel field, 
and in the hotel business in Detroit, would have been able to have 
secured hotel employment if he is legitimately and anxiously willing 
to work in the hotel industry during any period of the last few years, 
within a 26-week span. That is my opinion. 

I have no j.cts to support that. Our office would be willing to 
study that.. it you are interested, we would be glad to do so. 

Mr. Macurowicz. Is it your opinion that that holds true about 
other industries ? 

Mr. Hernpon. I can’t express an opinion on other industries. 

Mr. Macwrowicz. And your industry is peculiar in that respect, 
is it not ? 

Mr. Hernvon. I don’t think it is peculiar. 

Mr. Macurowicz. Do you think it is generally true ? 

Mr. Hernvon. No, I don’t know that itis generally true. In cer- 
tain areas it probably is not true, but in our industry I don’t know 
of any area where it wouldn’t be true. 

Mr. Macurowicz. I wish you would contact some of our mutual 
friends in the hotel business in the Detroit area and I think you would 
be probably a little shocked at some of the answers you may have. 

You say also that: 

To avoid widespread abuse of unemployment compensation, we feel that a 
longer period of employment should be required before a person can qualify 
for benefits. 

Then you suggest some other amendments. ; 

Would you suggest that those be done by us here in Congress, in the 
Federal Government. 

Mr, Hernpon. May I ask my colleague to answer that one? 

Mr. Ryan. Are we not correct, Mr. Machrowicz, in the understand- 
ing in this bill that after 4 weeks’ employment, a man could con- 
ceivably be eligible for unemployment compensation. Is that not the 
right figure ? 

Mr. Macrrowtcz. That is not the question. I am not referring to 
the bill. I just want to know what your philosophy on it is, whether 
you feel that by some Federal action we should change the eligibility 
requirements. 

fr. Ryan. I think Mr. Herndon said in his statement, sir, and I 
know that it is our position, that after only 3 or 4 weeks’ employ- 
ment, a man has not truly qualified for unemployment compensation. 

Mr. Macurowicz. And you feel that we should change it ? 

Mr. Ryan. We do have so many men who just come in out of 
curiosity or who come in intending to work a week or two. We ques- 
tion whether such ple should be eligible for unemployment com- 
pensation if laid off 

Mr. Macurowicz. I am only asking you whether you feel that. what- 
ever is wrong with what the proposed law proposes, we should by 
Federal action change that ? 

Mr. Ryan. I am sure that Mr. Herndon and the other officers have 
this feeling: That if you enact this bill we would respectfully hope 
that the period of qualification be longer than just a few weeks’ time. 
That is the whole point he sought to make, sir. 
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Mr. Macnrowicz. In other words, you do want us to make some 
standards 

Mr. Ryan. I didn’t say that, sir. I said that no employee should 
be able to qualify within a period of 2, or 3, or 4 weeks. 

Mr. Macurowicz. You are suggesting in your statement that we 
should handle this by creating Federal standards on qualifications 
and I am wondering if we are going to do that in one instance why 
we cannot do it in another. 

Mr. Ryan. Your committee has manifestly more ingenuity than 
we, and more knowledge as to how this should be done. This was an 
observation on the part of our industry and of Mr. Herndon. 

Your great city and your great hotels have an increasing problem 
of recruiting workers when they are able to draw unemployment 
compensation pass a certain period. We know that to be a matter of 
fact, sir, so it isn’t something that has been conjured up. It is a 
— difficulty always that as the inducement to idleness mounts, 
there are some people who will not go back to work voluntarily. 

Mr. Macurowtcz. I want to tell you that I have enjoyed very 

leasant association with the hotel owners group, and many you might 

familiar with, and this news that I was relating as having been 
testified will come to them as a great shock and surprise. 

Mr. Hernvon. I don’t believe it will because again I state that I 
believe in Detroit that during any given 26 weeks, a person who is 
customarily employed in the hotel business and follows it as a trade 
could have received a job. 

As a matter of fact, sir, my company owns a hotel in Detroit. 

Mr. Macurowtcz. I know you do and I wish you would talk to your 


manager there, who happens to be a very dear friend of mine. That 


is what surprises me. 
Mr. Hernpon. I will think make it a point of discussing the 


matter with him, but I still think the facts are as I stated them. 


Mr. Macurowicz. As I said before, there is such a serious difference 


in the philosophy that you display here and mine that I am afraid 


we would take too much time to go into it further. 

No further questions. 

Mr. Mason. Mr. Chairman. 

The Cuatrman. Mr. Mason. 

Mr. Mason. Mr. Herndon, I gathered from some of the illustrations 
that you gave that if any one person abuses his unemployment com- 
pensation privileges, that works a hardship on the legitimate person 
out of work who is le rom tied to the labor market and who 
legitimately and proudly can collect his unemployment compensation ; 
is that not so? 

Mr. Hernvon. That is right, sir. 

Mr. Mason. Therefore, whenever any member of society abuses his 
privileges under employment or anything else, it does work a hardship 
on those who are entitled to those privileges as an insurance program, 
and it does deplete the unemployment compensation fund of that 
State so that they cannot meet maybe in some time the obligations that 
they should meet for legitimate unemployed persons. 

Mr. Hernpon. You have stated it much better than I could, Mr. 
Mason, and that is exactly our position. We are not trying to oppose 
unemployment compensation in principle. We believe in it strongly. 
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We want the program to be strong and virile in our State, and see it 
administered 

Mr. Mason. Mr. Herndon, I gathered from your testimony that the 
State of Illinois has quite well taken care of their unemployment com- 
pensation problems and that if other States would do as well, perhaps 
they would not get into difficulties such as they have gotten into. 

hat last, of course, is an inference from the testimony on the basis 
of what Illinois has done, and I do know that the Illinois legislature 
and the Illinois Governor have taken very excellent care of their unem- 
ployment compensation and they do not want any interference from 
the Federal Gosdrnannns in establishing standards or anything else. 
That is right, is it not? 

Mr. Hernvon. Yes, sir; that is my impression. 

Mr. Mason. Then on this —— asis for unemployment, qual- 
ifying as a part of the work force, each State sets up its own standards 
of qualification, do they not? 

r. Hernvon. That is right. 

Mr. Mason. And there is no need for the Federal Government to 
set up even standards of qualification by which they can become a 
member of the work force and entitled to draw unemployment com- 
pensation. That has always been left tothe States. It should be left 
to the States and the various States have various standards for qual- 
ification, not many of them alike to others. That is true, is it not?! 

Mr. Hernpon. Yes, sir. 

The Cuatrman. Are there any further questions of Mr. Herndon? 

Mr. Arcer. Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire. 

Mr. Aucrr. Mr. Herndon, I do not think I share the shock that has 
been expressed by the gentleman from Michigan at your testimony. 

Mr. Santi said yesterday that of those exhaustees last year who 
took the full benefit they could have, 14 percent of the men and 22 
percent of the women, after taking all of the compensation, then 
volutarily withdrew from the labor market because they did not 
need work. It points out that very possibly you are not only accu- 
rate; you just are the first to have the courage to point out some- 
thing we are always fearful of in government because of political 
pressure, that we call somebody a goldbrick. 

All I have done is to point out that there are some goldbricks in 
this business who are trying to make hay out of the unemployment 
compensation. I for one want to recognize that that is what they are 
without skirting the issue and try to solve the problem the right way. 
I think that is where our great problem is here. 

What you said was that, and I am quoting you, “a premium on 
idleness is what you are doing when you set up unemployment com- 
— like this with Federal standards.” I was impressed in 

istening to these hearings with these statements and I want to relate 
them to you to see what you think about them. 

These Federal standards would throw out the experience ratings 
which now in Illinois, I might point out, and other States, permit a 
manufacturer to actually be taxed less when having stable employ- 
ment. The very incentive to keep people working, which is what we 
want, to keep men in jobs—it is not unemployment compensation we 
are solely concerned with. We are inte in keeping men work- 


mj 
a 
th 
thi 
th 
if 
yo 
ers 
un 
sta 
] 
cos 
firi 
on 
ag: 
] 
toy 
the 
the 
vel 
et 
the 
] 
] 
] 
tio: 
or 
nec 
cor 
} 
pu 
une 
for 
to 
buy 
we 
} 
I 
can 
out 
of | 
dar 
oth 
it, 


UNEMPLOYMENT COMPENSATION 321 


ing. The experience rating of employees, which gives the employer 
a lesser tax TF he ‘tips toe pean working, is the very thing we 
throw out by this bill. 

Is that not self-defeating ? 

Mr. Hernvon. We think it is and we encourage our industry 
through bulletins from our national association, from speeches that 
the officers make, to work hard toward achieving a merit rating. And 
if we throw out those standards, we are defeating the very purpose, as 
you have just said, of the original bill. 

Mr. Auger. There might be more unemployment then ? 

Mr. Hernvon. We think it encourages it. It encourages malinger- 
ers and others, and I don’t mean that everybody who applies for 
unemployment compensation is a malingerer, but I think the new 
statute would encourage it, sir. 

Mr. Acer. Would you say it is also possible that the increased 
cost on business might easily result, through this increased cost, in 
firings or greater unemployment as the business has to absorb or pass 
on this expense; it might actually result in hurting the labor market 
again on this basis? 

Mr. Hernpon. In our industry it would result in a greater drive 
toward mechanization and a lessening of the work force, and I think 
the purpose of our testimony today, Congressman, was to try and 
point out that this Federal enactment would destroy the security that 
the people now have, rather than enhance it. It would strike at the 
very foundation of the strength of the State laws, which now ade- 

uately protect, at least in our State of Illinois, we believe, and be a 
deuce to the worker in the long run rather than an advantage to 
the labor force. 

Mr. Aucer. Federal standards might thus be self-defeating in their 


r. Hernvon. We believe absolutely that they might. 

Mr. Arcrr. Let me ask you something else. If the cost of the addi- 
tional tax is one of the business costs the businessman must absorb 
or pass on, would it be expected that he pass this on, and that would 
necessarily result in higher prices, and this would very easily lessen 
consumer buying power; is that not possible ? 

Mr. Hernpvon. Absolutely, sir. 

Mr. Auerr. And here we are trying to solve the problem of limited 
purchasing power by putting into the hands of these people who are 
unemployed more oe money, but if we do this with the wrong 
formula it might be self-defeating, might it not? But if, in order 
to help a few, we impose higher prices on a great mass of the 
a have cut buying power more than we have helped, have 
we not 

Mr. Hernvon. We believe that is very true. 

In our industry we are very fearful. We believe frankly and 
candidly that hotel rates are very high and we are pricing ourselves 
out of business, and we are encouraging competition in other forms 
of housing that are harmful to us. Any further increased costs are 
——— particularly to our industry. 

. Arerr. Then you pointed out also, as I recall, on page 2 an- 
other problem: That the nature of the take-home Pays ou might call 
Ww 


it, the pay anyway of the workers under this ne ral standard 
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might easily be as much or close to as much as if they were working. 
So there is a subsidy for idleness, as you said earlier. 

Mr. Hernvon. We believe that, and we believe our industry is par- 
ticularly vulnerable to that specific thing. 

Mr. Axerr. I found your statement very interesting and I want to 
ask one last question. Do you believe that the experience in Illinois 
is duplicated throughout the country, that the States can solve the 
problem and are solving it, or do you believe that any States are 
not meeting it, so far as you know through your association ? 

Mr. Hernvon. I hate to make a blanket statement without study, 
Congressman. 

I believe, and the impression I get from our membership—and I 
g0 to many of the State association meetings—that it is being han- 
dled adequately by the individual States and the problem is not acute. 

Mr. Arcer. Then if you believe the State can do it, it does not make 
you heartless if you do not want Federal standards, does it? 

Mr. Hernvon. We believe to the contrary. We believe that we are 
saving the real fundamental purpose of this enactment by opposing 
federalization of it. We believe that in the long run we are saving 
and developing it, rather, and we don’t believe we are heartless. We 
think we are on the side of the man who needs it. 

Mr. Arcer. Therefore, the present law will create more employ- 
ment than Federal standards? 

Mr. Hernpon. That is our sincere and honest belief. 

Mr. Aucer. Thank you. 

Thank you, Mr. Chairman. 

The Cuarrman. Again we thank you, Mr. Herndon, for coming to 
the committee. 

Mr. Hernvon. Thank you. 

(The following letters were received by the committee :) 


New York CoUNCIL, 
5 New York N.Y., March 28, 1959. 
Mr. D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. MILs: On behalf of 35,000 workers in New York City hotels we write 
you in support of H.R. 3547—the Karsten-Machrowicz unemployment compensa- 
tion Federal standards bill. 

Widespread unemployment is a serious problem. Four million seven-hundred 
thousand are unemployed, and that figure is rising. The problem is heightened 
by the inadequacy of the various State unemployment insurance laws. Many 
workers are unable to find employment by the time their benefit period is over. 
More than 2,500,000 unemployed have used up their benefits under State laws, 
and such exhaustions continue at the rate of 250,000 a month. 

Various studies, including those of the Federal Advisory Council on Economic 
Security, of the Rockefeller brothers fund and of Dr. Arthur Burns, former 
Chairman of the Council of Economic Advisers to President Eisenhower, have 
shown the need for the Federal Government to set standards below which no 
State can go. 

The proposed bill would establish these minimum standards by providing pay- 
ment of weekly benefits of not less than 50 percent of the eligible unemployed 
person’s weekly wages, so long as this does not represent more than two-thirds 
of the weekly average wage in the State where the claimant was employed. It 
would also establish a uniform benefit period of 39 weeks. 

The passage of such a bill would put an end to the argument which has been 
advanced by the various States as an excuse for inability to raise standards— 
that business in the particular State would suffer in relation to the State which 
does not set the same standards. 
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We would appreciate your filing this letter as part of the record of your hearings 
to commence on April 7. 
Very truly yours, 
Jay Rustin, President. 
JAMEs L. O'Hara, Secretary. 


MIcHIGAN HOTEL ASSOCIATION, 
Detroit, Mich., April 11, 1959. 
Congressman THADDEUS M. MACHROWICz, 
The Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Tep: I understand that you had considerable discussion with Vernon 
Herndon of the Palmer House, when he appeared before your committee on April 
9, regarding Federal unemployment compensation matters. 

I just wanted to assure you that what he said is as true in Michigan hotels, as 
it is in Chicago or any other area. 

You'd be surprised, Ted, at the amount of absenteeism and the indifference of 
many of our employees, even during a period such as this, right here in Detroit. 

Out through the State, in the seasonal hotels, I understand many of the “na- 
tives” work for the 2- or 3-month season just so they can get on the unemploy- 
ment rolls for several weeks. These are in most cases housewives who are not 
heads of families. 

I believe a Federal unemployment compensation law would not help the de- 
serving, as you men are trying to do, but would tend to encourage deliberately 
planned idleness, over longer periods of time. 

With kind regards, 

Sincerely, 
JERBY Moore, President. 


MICHIGAN HOTEL ASSOCIATION, 
Detroit, Mich., April 11, 1959. 
Congressman THADDEUS M. MACHROWICz, 
The Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN MACHROWICzZ: We would like to direct our comments to 
those bills which establish Federal standards for unemployment compensation 
for not less than 39 weeks duration on benefits up to one-half of the weekly 
wage. 

Our experience in staffing our hotel with maids, dishwashers, kitchen workers, 
and other types of unskilled help give us, we believe, the experience upon which 
we base our objection to bill H.R. 3547 and other similar type proposals. We 
could point up many instances of where unskilled employees work only long 
enough at a job in order to qualify for unemployment compensation and then 
find ways and means to keep themselves eligible for this compensation, while 
turning down job offerings which come to them. Here in Detroit, where there is 
a high level of unemployment at the moment, we do have continual trouble in 
recruiting satisfactory employees and we experience a very heavy abstenteeism 
and a heavy turnover. 

I am writing this letter to tell you that hotels do have a difficult recruiting job 
in this area for unskilled workers, even though we do have chronic unemployment, 
this, in spite of the fact that here at the Sheraton-Cadillac, we maintain exten- 
sive on-the-job training programs and other devices calculated to help upgrade 
deserving employees. 

The enactment of legislation which is now before your committee would pro- 
long the present period of compensation by 50 percent or more in some States 
and it seems incredible that your committee would give serious thought to a 
program which would establish entitlement benefits which far exceed the base 
year wage earnings of an employee. Such a workmen’s claim clearly places a 
premium on idleness. This certainly was not the basic concept upon which the 
original Federal unemployment compensation statute was passed. 

We respectfully suggest that your committee consider delaying the revolution- 
ary steps proposed for the bill H.R. 3547. 

Sincerely yours, 
Mark ScHMIDT, 
General Manager, Sheraton-Cadillac Hotel. 
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MicHiGAN Hore. ASSOCIATION, 
Detroit, Mich., April 13, 1959. 
Hon. THappeus M. MAcHROWICzZ, 
House of Representatives, Washington, D.C. 

My DEAR CONGRESSMAN Macnrowicz: I have been told of a statement which 
Mr. Vernon Herndon presented to the House Ways and Means Committee last 
Thursday and I should like to add some comments to those made by Mr. 
Herndon. 

In making known his opposition to H.R. 3547, Mr. Herndon, I am informed, 
pointed out in some instances workers have deliberately made themselves un- 
acceptable for work in order that they might continue to be eligible for unem- 
ployment benefits. Not only do I believe this to be true with certain classes of 
workers, as observed in our own operation, but by continuing to make unemploy- 
ment benefits more attractive incentive is stifled. Despite a high level of unem- 
ployment in Detroit, it has become increasingly difficult to secure qualified 
workers despite the fact that our industry must, of necessity, employ a large 
percentage of low-paid unskilled workers who require comparatively little skill 
and whom we are willing to train through various programs. 

Occupancy in hotels in Detroit has continued to decline for the past several 
years, but at the Statler Hilton we have made an effort to maintain stability of 
employment in spite of declining business. 

That we have done so is borne out by the fact that for a number of years we 
have qualified for the lowest experience rating for unemployment insurance. 
For previous years our rating provided for a contribution rate of one-half of 
1 percent. Although our experience still continued to be favorable, our contribu- 
tion rate increased to 1 percent in 1958 and to 1.2 percent in 1959, which reflected 
an unfavorable balance in the State fund over which we have no control despite 
an excellent experionce rating. 

Further increased benefits, such as have been suggested, can inevitably only 
result in increased taxation to employers which, I am sure you will agree, is 
already extremely burdensome. 

I, therefore, respectfully ask that you do not give favorable consideration to 
passage of H.R. 3547 or similar bills which will tend to create an abuse of 
unemployment benefits. 

Very truly yours, 
Ernest G. STEcCK, 
General Manager. 


Detrorr Horet ASSOCIATION, 
April 14, 1959. 
Hon. THADDEUS MACHROWICz, 
House of Representatives, 
Washington, D.C. 


Dear TED: As president of the Detroit Hotel Association I read, with more 
than usual interest, the speech that Vernon Herndon made before the House 
Ways and Means Committee regarding the proposal to increase unemployment 
compensation. 

I was very impressed with what he had to say because it “smacked home.” 
We have always found certain job classifications in hotels difficult to fill with 
steady employees because positions such as potwashers, dishwashers, and many 
others of a janitorial nature, which are essential to hotel operation, do not ap- 
peal to men with high ambition, and we have had to take what unskilled 
workers we could get. Therefore, we have always had a large turnover of em- 
ployees in these categories, regardless of the prevailing economic conditions. 
My experience with these people has convinced me long ago that many would 
just as soon collect unemployment compensation as work. 

I am fearful that by increasing unemployment benefits, we could make unem- 
ployment too attractive, and this could lead to dangerous complications. I 
know you will give this your serious consideration. 

Sincerely yours, 
Jr HAMILTON, 
General Manager, The Whittier. 


The Carman. Our next witness is Mr. Dallas W. Sells. 
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Is Mr. Sells present? Please come forward to the witness table 
and identify yourself for the record by giving us your name, address, 
and capacity in which you appear. 


STATEMENT OF DALLAS SELLS, PRESIDENT, INDIANA STATE 
AFL-CIO, INDIANAPOLIS, IND. 


Mr. Sets. Thank you. 

Mr. Chairman and committee members, my name is Dallas Sells 
ae] I am president of the Indiana State AFL-CIO, Indianapolis, 

The Carman. We are glad to have you with us, Mr. Sells, and 
you are recognized, sir. 

Mr. Thank you, Mr, Chairman. 

I would like to thank you for the opportunity to testify in behalf 
of Federal laws setting up minimum ie er for unemployment 
compensation. 

As you know, unemployment compensation was a result of Federal 
er as it is a part of the Social Security Act passed by Congress 
in 1935. 

In this Federal law, special inducements were made to States that 
took action establishing State unemployment compensation programs. 
Indiana took advantage of these inducements and passed an unem- 
ployment compensation law that became effective, as far as benefits 
are concerned, in 1938. 

The reason the Indiana State AFL-CIO feels that Federal mini- 
mum standards are necessary can best be illustrated by what has 
yy to the law in Indiana since that time. 

ut, first, perhaps I should tell you something of the unemploy- 
ment situation as it stands in the State of Indiana. 

I would like to di for just a minute and say, in regard to some 
of the comments of the mayor of Detroit, that these people in Indiana 
who are unemployed are not altogether those who are new in the labor 
market. Many of them are unemployed who have 15 or 20 years of 
seniority in the automotive, steel, and some of the other basic in- 
dustries. 

During the year 1958, there were 266,320 claimants for unemploy- 
ment compensation benefits in Indiana, while in the first quarter of 
1959 there were 49,717. 

In 1958, 107,422 claimants exhausted their total benefits, while in 
the first quarter of 1959, 16,140 exhausted their benefits. 

I might add here that this seemingly reduction in the number who 
are drawing benefits or who have exhausted benefits in this year is due 
to many factors, including the fact that many of them exhausted 
benefits last year and are not eligible this year, and there is a new 
benefit year involved. 

In 1958 the average weekly benefit amount was $29.55, with the 
average weekly coverage duration being 12.1 weeks. 

It has been estimated by the employment security division of the 
State of Indiana that there are in Indiana at the present time 136,500 
unemployed, while only 56,000, incidentally, are eligible for unem- 
ployment benefits. 
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Indiana has many cities with more than 6 percent of the labor force 
unemployed. For example: Evansville, 14.1 percent; Fort Wayne, 
7.8 percent; Indianapolis, 6.4 percent; and South Bend, 7.6 percent. 

I have with me a copy of a proclamation issued by the mayor of my 
home city, Mayor R. R. Ferguson of Anderson, Ind., in which he pro- 
claims “Get America Back to Work Day”, issued April 5, 1959, and 
attached hereto as Appendix A. 

In the proclamation, he points out that in the city of Anderson 
there are 3,260, representing 6.8 percent of the labor force, unem- 
ployed through no fault of their own. This proclamation by the 
mayor of Anderson declared that the citizens shall observe April 8, 
1959, yesterday, as “Get America Back to Work Day”. 

And I might point out in my own personal experience in a General 
Motors plant in Anderson, the general manager issued a statement 2 
weeks ago that the guide lamp vision produced more and the sales 
were the highest in the history, but what he did not point out was 
that the employment had been reduced from 5,600 in that plant to 
3,200 who are doing this production today. 

I understand that a proclamation such as I mentioned is being is- 
sued by other mayors throughout Indiana and I just received a few 
moments ago a proclamation that was adopted also by Mayor Edward 
F. Voorde of South Bend, Ind., along the same line and asking, among 
other things: 

I do hereby call upon the Congress of the United States and the President of 
the United States to act now to lighten the burden and suffering which has 
fallen upon millions of Americans who, without fault of their own, cannot find 
employment; for the President and Congress to proceed without delay to get 
America back to work. 

When the Unemployment Compensation Act in Indiana became 
effective in 1938, so far as drawing benefits is concerned, the $15 maxi- 
mum benefit amount pees approximately 50 percent of the 
average week!y wage paid in Indiana. Today’s maximum of $33 rep- 
resents approximately 37 percent of the statewide average of $99.98, 
as of December 1958. 

Thus the practical effect of Indiana’s legislative action has been 
to create a deterioration in the law, insofar as claimants are concerned. 
This has been due to the direct legislative activity of the Indiana 
Manufacturers Association and the Indiana State Chamber of Com- 
merce. 

In 1954 President Eisenhower, through Secretary of Labor Mit- 
chell, sent a letter to the Governors of - 48 States, urging them to 

ive full consideration to liberalizing unemployment compensation 
aed on the State level, to a minimum of 50 percent of the statewide 
average wage, with a maximum duration of a uniform 26 weeks. 

Since that time, the Indiana General Assembly has met in three ses- 
sions and has failed to take a realistic approach to the problems of 
the unemployed workers. In fact, Howard Friend, research director 
of the Indiana State Chamber of Commerce, made a statement this 

ear to the labor committee of the Indiana House of Representatives, 
in which he stated : 


There still remains the matter of a direct answer to the question of whether a 
maximum unemployment benefit of $33 per week is adequate. If the question is 
that of whether a $33 maximum is adequate to carry out the true insurance 
purposes of unemployment compensation, providing as a matter of right a limited 
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partial replacement of lost earnings during periods of unemployment, then, in 
my opinion, the present unemployment benefit structure in Indiana meets the 
adequacy test. 

That structure, gentlemen, was $33 for 20 weeks, maximum. 

The employer groups have also stated in Indiana that $33 per week 
is too high, and that $32 would be sufficient. 

In addition to the employer groups keeping benefits at a continu- 
ing low level each year, they have managed to have enacted, through 
the legislature, many restrictive provisions that deny unemployment 
compensation to many workers in the State of Indiana. 

Thus we see, after 21 years of experience in the State of Indiana, 
the unemployed worker is faced with a number of serious problems 
because oF the fact that benefit levels, in relation to wages, have grad- 
ually deteriorated. Disqualifications have become harsher. 

One other factor that should be mentioned is the matter of expe- 
rience rating, insofar as employer contribution to the fund has fared 
during these 21 years of experience. The contribution rating drop 
to an average of seven-tenths of 1 percent in 1952 and 1953, and grad- 
ually increased to 1.1 percent in 1958, because of the increase in the 
unemployment situation in Indiana. 

Indiana has received a lot of national publicity concerning new 
industry ome there. The Department of Commerce and Public 
Relations of the State of Indiana in their publicity releases brag about 
the fact that Indiana manufacturers pay less into the unemployment 
compensation fund than the national average. 

We are sure that the citizens of Indiana do not favor industry being 
subsidized at the expense of workers unemployed through no fault of 
their own. 

Because of the aforementioned factors, we in labor in Indiana feel 
that the most practical solution to the problems of the unemployed 
workers in this area of unemployment compensation can best be met by 
minimum pena a aye compensation standards established by the 
Congress of the United States. : 

We thank you, 

(Appendix A referred to follows:) 


APPENDIx A 
Mayor “Get AMERICA Back TO WorK Day” 


Whereas in the City of Anderson there are at present some 3,260 men and 
women, representing 6.8 percent of our labor force who through involuntary un- 
employment have been deprived of the opportunity of earning a living for them- 
selves and their families or of contributing to the wealth and economic health of 
this community and the Nation. This unemployment represents an intolerable 
waste of human resources and an irrecoverable loss of the goods and services 
these men and women should be producing. America needs the effort and skill 
of every available worker to help create abundance for all to realize the poten- 
tialities for growth which are inherent in our dynamic free economy and to 
strengthen our defenses at home and abroad against the forces of Communist dic- 
tatorship. We must prove to all the uncommitted peoples of the world by our 
accomplishments that democracy and freedom hold out greater material as well 
as greater spiritual rewards than any totalitarian ideology. In order to meet 
this challenge we must establish vigorous, forward-looking national programs 
designed to end economic stagnation and put back to useful work all our idle 
resources, human and materials; and 

Whereas on April 8, 1959, men and women from all over the country are meet- 
ing in Washington under the auspices of the AFL-CIO in an effort to persuade 
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the administration and the Congress of the urgency of adopting 
programs designed to get America back to work : Now, therefore, be it 
Resolved, That April 8, 1959, shall be observed in Anderson as Get America 


Back to Work Day. 
RatpH R. Ferauson, Mayor. 
(This proclamation sponsored by Madison County UAW Citizenship Council.) 


The Cuatrman. Without objection, the proclamation appended to 
your statement, Mr. Sells, will be included in the record. 

Are there any questions? 

Mr. Machrowicz. 

. Mr. Macurowicz. I want to congratulate you, Mr. Sells, on your 
statement and advise you that only yesterday Mr. Claude Loesch, the 
administrative assistant of the Indiana Manufacturers Association, 
was here and gave us a glowing picture of the tremendous advances 
made in the unemployment compensation system in Indiana and about 
the manufacturers association taking part in getting all these ad- 
vances. 

I noticed that you paint a little different picture than was painted by 
him here yesterday. gy. 

Do o you have any comments on Mr. Loesch’s activity or the Indi- 
ana Manufacturers Association’s activity in improving the unemploy- 
ment compensation system in Indiana 

Mr. Sextus. I am very happy to comment on that. 

Mr. Loesch is the legislative representative for the manufacturers 
association. He, along with Howard Friend, do all the testifying for 
the manufacturers association and the chamber of commerce, and 
they have consistently opposed every single measure to improve un- 
employment compensation in the State of Indiana and have supported 
every single measure that would add to disqualification for unem- 
workers. 

. Macurowrcz. I might say further that I presented Mr. Loesch 
: with the statement of Howard Friend in his pamphlet, “Unemploy- 
ment Compensation Legislative Issues in Indiana, 1959,” published 
by the Indiana State Chamber of Commerce, wherein he said that: 

Throughout the years Indiana generally has enjoyed a favorable position 
among industrial States from the standpoint of being a low-cost State for un- 
employment compensation purposes. 

He completely disclaimed that statement and said he did not want 
to associate himself with Mr. Friend in that statement, but so far as 
you know, they both have worked together, have they not, in attempt- 
ing to keep down the unemployment compensation ? : 

r, Setus. They have always appeared together and testified to- 
gether in these areas, that is aga 

Mr. Macnrowricz. That is all. ee 

The Cuamreman. Are there any further questions? 

Mr. Curtiss will inquire, Mr. { i 

Mr. Curtis. Mr. Sells, I was wondering about your statement with 
regard to Indiana bragging about the fact that they pay less in the 
unemployment compensation than the national average. 

Of course, if the contribution theory were working properly, that 
could be a reflection of the fact that they have had less unemployment 
in those industries that pay, is that not correct ? 
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Mr. Sets. But it is also an indication that they managed to get the 
kinds of disqualifications that deny workers the right to unemploy- 

r. 8. ate that; but int I am making is 
that in theory i: cumin should be able to b on about a low oon 
Seep insurance tax rate if it did reflect the fact that he has been 

oing a pretty good job of keeping unemployment down in his par- 
ticular plant, or industry, or whatever he is engaged in. 

Mr. decra The theory is good, but the practice is that it is because 
they have denied the workers benefits which they rightfully deserve. 

Mr, Curtis, That is what I wanted to get into, not with you neces- 
sarily, but to pose the question because the way you present it, you 


question. ’ 

other words, assume that the rate is low because of these 
other things and all I want to point out is that it could be—I am not 
saying it is because I do not know, though I would like to know—be- 
cause they have done a good job of Keeping down unemployment in 
their plant. In fact, that is the whole theory, is it not, behind grant- 
ing lower tax rates to industries that have lower instances of unem- 
ployment, to encourage them to try to keep their employees on? Is 
that not true? 

Mr. Setrs. This is true, but on page 2, Congressman, I stated that 
there were, for example, 107,000 claimants who exhausted their bene- 
fits while the average coverage duration was only 12.1 weeks, and 
as an industrial State this is not something to be proud of. 

Mr. Curtis. No; that part is not, but the point of this is that because 
of that, their rates are going to increase next year. We have not seen 
the effect of the récent unemployment in Indiana or any other State 
on the increased rates through experience, but we will. ; 

However, what I am getting to is, are you in disagreement with 
the basic theory that we should reflect experience in the rate charge? 

Do you think we should do away with that theory, which I thought 
was a pretty good one, to give an incentive to the employer to try to 
heop the peop eon his payroll ¢ 

r. Sexzs. We are not in disagreement with that theory. We are 
in disagreement with the practice that they use to apply that theory, 
and that is to keep their experience rating low by ing all sorts of 
disqualification provisions to deny the workers that to which they 


should have. 
. Curtis. Then what I would like to have to help me in my 
inking would be a presentation on that particular point as to how 
that action is done, rather than for you to present a conclusion. 
I respect you. Do not misunderstand me. However, what makes a 
difference to me is your supporting data, so I go back to another 


t. 

You say there are many restrictive provisions that deny unemploy- 
ment compensation to many workers in the State of Indiana. We 
in this committee have been presented with evidence such as that 
given by the hotel owner in Illinois of the problems that they ex- 
perience, and we have seen it elsewhere in regard to, if their story is 
true, and I think in many instances it is, the abuses of the unemploy- 
ment system through seasonal employees and so forth. 
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Is that the kind of restrictive provision that you are referring to, 
where they are trying to tighten down on the use of unemployment 
insurance to take care of seasonal employees whose work history shows 
that they are not really in the labor market beyond the season in 
which they are engaged ? ; 

Mr. Setis. Congressman, there are a lot of people, including a lot 
of church groups I know on this problem of seasonal workers, for 
example, who say—let’s take a really seasonal occupation like in the 
canning industry, where they use them seasonally—they are needed 
people inthe community. The community has a responsibility to these 
workers. After all, if they were not needed in the community, we 
would not be bringing in these people, these migrant workers and 
these kinds of people, and to say that here is a group that is needed 
in a community but they don’t get any of the benefits of the community 
because we just need them for a certain amount of time, there is a 
lot of moral implications in that that you and I could talk about for 
a long time. 

Mr. Curtis. That is true. 

Mr. Sets. The problem is simply this as far as labor is concerned: 
An individual who works and who qualifies for unemployment com- 
pensation under the law ought to be entitled to it as long as he is out 
of work through no fault of his own, as long as he is available for 
work; in other words, as long as he is in the labor force. But with 
respect to the kind of disqualifications that put on us, for example, in 
Indiana in the 1957 legislature they passed a provision that for many 
reasons if you were denied work, and incidentally supported by the 
Indiana Manufacturers Association, that you were denied all benefits 
regardless of the years of your employment until you went back to 
work and earned 10 times what your weekly benefit amount would 
have been. This is under certain situations of being laid off, or fired, 
or et cetera. 

Mr. Curtis. However, you do recognize, do you not, or do you, that 
there are abuses of the unemployment insurance problem by people 
who work a certain period of time simply to get on the rolls and then 
have no intention of continuing to work? ~ . 

Do you recognize that there are such people ? 

Mr. Setts. I think it would be safe to assume there might be some, 
but I don’t think we can impugn the motives of people who want work 
and they happen to be in a rural area, for example, and the only em- 
ployment that is available is in the canning industry during certain 
seasons. 

Mr. Curtis. However, that has been their historical work habit and 
they only really wanted to work in the season. I do not know whether 
it still exists, but I know workers in hotels in Michigan would work 
in the summer there and then go down to Florida and work in hotels 
down there. I mean that was their work habit, while others would 
come and work in the canneries and only intended to work during the 
summer, and the rest of the time they were pursuing what other oc- 
cupation they desired to pursue. 

Has the unemployment insurance program broken up that per- 
fectly healthy, I would imagine, work habit of our people and en- 
couraged them to just not pursue these, but just rely on the unem- 
ployment compensation simply because it was available? 
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I want to know if it isso. If that was so, I would think it would 
be an abuse and I would certainly think that it would be important 
for the States and for labor who wanted to preserve a ai nc 
ployment insurance program to try and combat that. 

Mr. Sextus. This is the reason we have always said that we don’t 
think a guy should be paid who is simply unemployed and doesn’t 
want to work. We think that he should be in the labor force, but we 
also think, Congressman, for example, and you mentioned the hotel 
industries a couple of times, the abuse in the hotel industry is the 
ridiculously low wages that are paid and it is not the problem of un- 
employment compensation but the fact that we need a minimum wage 
law so that these workers can exist. 

Mr. Curtis. We might discuss that, too, but on the other hand, let’s 
take the statement that was made on the stand by the witness just 
preceding you, the feeling that the deliberate work habit of these peo- 
ple was to work just long enough to qualify and then their whole pur- 
pose was to apparently go on unemployment insurance, 

Regardless of why the hotel industry might or might not be em- 
ploying that kind of people, would you not regard, if that were true— 

am not asking you to say whether it is true or not because I do not 
know eather WOU that not be an abuse, or would it, in your 
opinion ? 

Mr. Seuis. I agree with you that there can be all kind of abuses, 
but we don’t think you should enact legislation for everyone just to 
take care of the abuses of a few. 

I think, if I recall, the last study that was made of this whole prob- 
lem by the Bureau of Labor showed that less than 1 percent were in 
this area of what you call the chronically unemployed who would 
abuse it, and less than 1 percent of the workers that you are referring 
to doesn’t help the problem of the more than 99 percent who have 
found in Indiana and many other States avery inadequate unemploy- 
ment compensation law that is paid for in the final analysis by the 
consumer, and not by the manufacturer, as admitted by the Indiana 
Chamber of Commerce in one publication, and if they are paying for 
it they are entitled to it, and they should not be restricted by these 
— restrictions that are imposed simply to keep the exeprience rat- 
ing low. 

r. Curtis. If they are paying for it, likewise it is important for 
the legislative branch of the Commeamina both the Congress and the 
State ‘legislatures, to be sure that it isn’t abused so that people who 
really are not paying for it are coming in under it. So it is a ques- 
tion of balance, as I see it, and I think this committee of course has 
to get down to the basis of your conclusions and the basis of the con- 
clusions the other way to find out what really are the facts. 

Have the abuses been as great as are pictured, and if that is so, 
then that is one problem. 

If, on the other hand, the abuses have been exaggerated and we 
have a real problem here of the worker not getting adequate insur- 
ance, that is another problem. 

I appreciate your answers. Thank you. 

The Cuareman. Are there any further questions? 

Mr. Acer. Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire. 

396785928 
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Mr. Ateer. Mr. Sells, you say on page 3: 

The Indiana General Assembly has met in three sessions and has failed to 
take a realistic approach. 

Let me ask you if these are correct. Indiana has done these 
things: Increased the maximum weekly benefit from $15 to $36 a 
week; lengthened the duration of benefits from 15 to 26 weeks; in- 
creased maximum benefits payable under the benefit year from $225 
to $936; reduced the waiting period from 2 weeks to 1 week; elimi- 
nated employee contributions, changed the flat penalty rate of 6 
weeks’ suspension and loss of 6 weeks of benefits to suspension of 
benefit rights until a claimant earned 10 times weekly benefit amount ; 
amended the loss of benefit rights for quitting to marry or because 
of marital obligations to suspension of benefit rights until a claimant 
has earned $200. I understand this is correct. Doe that strike you 
as what Indiana has done? 

Mr. Sets. Yes. 

Mr. Auger. We were told in this committee that this is what In- 
diana has done. 

Mr. Setxs. Of course, the $36 and 26 weeks really doesn’t become 
effective and no one in Indiana can apply for it until January of next 
year because of all of the ramifications in the law. 

Mr. Aucer. What is now in effect ? 

Mr. Setis. Thirty-three dollars for 25 weeks maximum. 

Mr. Aucrer. We were told yesterday, as the gentleman from Michi- 
gan pointed out, and I refer now to the top of page 3 of your statement 
today in which you analyze the amount of money at which this pro- 
ae started and which the unemployed workers is now drawing. 

e were given a table yesterday, showing that the weekly benefit has 
increased from $15 up to $36 or $33, as you have just pointed out, 
and we were also shown a cost-of-living table along with this figure, 

> pointing out that at the time of $33 with the cost of living este 
gone up compared to this original $15 of buying power, it woul 
take $31 today to do the same amount of buying that the original 
$15 did, but these benefits having gone up not to S31, but to $33. 

This indicated to me that the Indiana legislature was trying to meet 
the facts of buying power in terms of cost of living. Does that strike 
you as correct or not? 

Mr. Setus. This has been the traditional position of the chamber 
of commerce and Manufacturers Association. 

Mr. Arcer. I do not care whose position it is; I am asking you what 
you think? 

Mr. Setxs. I am sure that you would agree with me that in 1938 
the individual who earned approximately $26 a week and got $15 a 
week unemployment benefit was in a much better position from a 
practical point of view than the individual who makes $99 in 1959 and 
only draws $36, because of the loss in purchasing power that the 
individual has. 

Mr. Atcer. I am not sure whether we are lamenting our case or 
proud of it, the way wages have gone up as compared to what we 
used to have. It is my understanding now that the average weekly 
wage in Indiana rose from $21 in 1938 to over $91 in 1959, where- 
as the consumer’s price index rose from 60.3 percent to 123 percent, 
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which means that while the cost of living doubled, average wages 
more than quadrupled during the same 

That is a very satisfactory increase because it means more buying 

wer in the hands of the workers themselves. 

As to whether the unemployment compensation should have gone 
up more than the cost of living, I think that makes for good debate. 
That is what you would hold, that the unemployment compensation 
ought to go up with relation to the amount of wages? In other 
words, it should have quadrupled in this period of time rather than 
just doubled. 

Mr. Seiis. What you point out there, as I said on page 3, is that 
President Eisenhower’s program has a minimum basis and it ought 
to be enacted and that minimum basis would be 50 percent of the 
Statewide average wage, which would mean in Indiana today the 
maximum benefit should be at least $50. He also proposed through 
the Secretary of Labor, and this was as far back as 1954 and he related 
his statement two or three times, a uniform duration of 26 weeks, so 
we say that this would be a minimum standard that we ought to have 
in all of these States because unemployment is not a local pe. 
Unemployment is a national problem because the forces that were 
fighting America today are the forces of communism, and they thrive 
on unemployment and they thrive on people who are greatly in need 
of work, and we think this is one of the ways we can help to fight 
the forces that are fighting democracy as we know and want to 

rotect. 
. Mr. Atcer. Let me commend your interest in that regard. Of 
course, we would also agree that this must be so not because Presi- 
dent Eisenhower says it is so or does not say it is so, but because 
of the facts in the situation; is that not correct? 

Mr. Setts. Yes. 

Mr. Arecer. I want to ask you something else which has come up in 
regard to Indiana. 

have a statement here about a survey made by the Indiana Em- 
ployment Security Division of the claimants exhaustees who benefited 
through unemployment compensation between the period of October 
1955 and March of 1956, which was an average period of unemploy- 
ment, I understand, according to this survey. It shows that after 
4 months drawing all their unemployment compensation benefits, 14 
reent of the men and 22 percent of the women said they were no 
onger in the labor market; that is, they no longer even considered 
themselves as being unemployed and looking for a job. 

Over half of these women left the labor maket to keep house. 

I am concerned because these people, the exhaustees, along with the 
others, now comprise the backbone of charts and figures which I have 
here on Indiana and other States on which we are demanding the 
need for Federal standards. We are not talking about 1 or 2 
percent. We are talking about 14 yo of the women and 22 per- 
cent of the men who exhausted all their benefits, these being the 
ge who need it the most, and yet, according to the figures I have 

ere, these are the people who are not even in the labor market at all. 

How do you justify that? 

Mr. Setts. Does that survey show why ? 
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Mr. Arcrr. They have left the labor market to become housewives. 
That just points out the women, of course. Many of them are not 
the only breadwinners. 

I want to leave this thought with you and I would like further 
information and I would like the record left open for you to answer 
this to ive us further help and because I am objective in trying to 

et to this. 
What is the constituency of the unemployed? 

T have another one here that says that 46 percent of the workers 
in Indiana have no dependents on the benefit program. I do not 
know that this is accurate or not, but what I am interested in, if 
you can help us with figures if you can get them, is what is the con- 
stituency of the unemployed in Indiana? 

I hold there is a vast difference between those who are married 
and have dependents who are looking to the breadwinner and the 
wife, for example, who is working even as her husband is working 
because if she loses her job, he still has his job. There is a less need 
there. 

The single man I recognize has to feed and clothe himself; but he, 
too, when out of a job, is not in as serious a shape as the same man 
who has two or three children and a wife to support. 

I am worried as to what the constituency of the unemployed is. 
We have not yet been presented in this hearing to my satisfaction 
anything but argument showing that of the pee ee many of 
these are not those really needing the help the most. I think every- 
one here would agree that we ought to help the breadwinners pri- 
marily and not others who are not even in the labor market like these 
folks who disqualified themselves. They took all the money they 
could get under unemployment compensation and then said, “We 
are not in the market any more. We don’t want to work.” 

This is my concern. Do you not feel some concern for this problem? 

Mr. Setus. We certainly feel concern for the problem, but we would 
like to point out once again that you are at Slat about, accordin 
to the official studies that have been made, less than 1 percent, vee 
what we would like to say in regard to your total statement here is 
that what you apparently would propose is an unemployment com- 
pensation based on need and not upon right, which would mean that 
we would have all kinds of new regulations and terms. And although 
the single worker, for example, pays the same amount and he pays 
the cost of unemployment compensation in every article that he buys, 
as mentioned by this chamber of commerce and manufacturers, that 
he is not entitled to the same benefit, and if we apply that to all other 
forms of insurance, maybe we ought to say in the United States that 
any kind of insurance benefit ought to be paid on the basis of need 
and not for the benefit for which you are paying. 

Mr. Acrr. You have said exactly what is my primary concern 
and, I must say, contrary to what you apparently think. I am inter- 
—<—_ se a program based on the right, not the need. What is the 
right 

I am holding that in the present law there is a certain insurance 
right of the man who works for a period of time. Then when he 
comes to collect unemployment compensation, there is a certain element 
of right and an area of insurance. 
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The employer paid for it all, but there is an insurance feature in 
a sense. However, in the bill that is now proposed, there is not that 
same element of right whatsoever. That is my point, that you are 
just going to impose Federal standards on States, all of whom have 
flexible economies that are different from the other States and areas, 
and therefore need a flexible formula; but now we are going to _ 
impose a rigid formula which will not emphasize the rightness at all. 

Mr. Sexxs. They did incidentally in the creation of the law create a 
standard which was simply that the States that enacted unemployment 
compensation laws aul bes 2.7 in the State and three-tenths of 1 
percent in the Federal Government, so that principle was not com- 
pletely new. 

The think that bothers us is that we keep talking about these in- 
dividuals who abuse the privileges and we do not talk about the abuse 
of the employers through the enactment of the kind of legislation that 
goes around and evades the true intent of the law, which is much more 
than simply helping tide an unemployed worker over. It is a matter 
of purchasing power. It is a matter of many things in our community 
other than just helping the unemployed worker, and we feel that the 
entire situation should be looked at and the fact that industry in 
America today and in Indiana, which we certainly get from the press 
and the politicians, are saying that if you raise unemployment com- 

ensation you will drive industry out or they will not come into In- 
iana, and this sort of thing. 

But the fact of the matter is what they are doing is trading on the 
unemployed workers. They. are denying to them the minimum stand- 
ard of living that they need. Industry is being subsidized through 
the unemployed and the suffering of human beings, and they are not 
doing the kind of a job they ought to be doing for the community, and 
that job is to help maintain a standard of living consistent with good 
economic practice. 

Mr. Atcer. I will not go into this further with you now because of 
the time, although I would like to. I have a couple of things I would 
like to call to your attention and ask your advice. 

Do you believe in the experience ratings of the employers who have 
managed to provide more stable employment and therefore qualify for 
a lower tax rate ? 

Mr. Setts. We believe in it, as I said, providing that it doesn’t 
mean that they get this favorable experience rating through denying 
een workers through the various devices they have in the 

tate. 
_ Mr. Avorn. It is based on the stability of their employment. That 
is one way. 

Mr. Setts. Not totally. 

For example, they can appeal a decision when an unemployed 
worker is getting unemployment compensation and they have all kinds 
of loopholes that they can deny benefits. 

Mr. Arerr. I am talking about degree then rather than kind. To 
the degree that the experience rating provides stability of employment, 
you would be for it ? 

Mr. Setxs. That is right. 

Mr. Axcrr. The Federal standards imposed through this bill will 
throw out the experience ratings entirely ? 
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Mr. Not necessarily. 

As I understand it, the proposal before Congress is to set minimum 
standards beyond and above which they can go, and if they have the 
necessary funds in the unemployment insurance, then their experience 
rating would go in effect. 

Here again it is a matter of degree; at what point does the experi- 
ence rating go into effect ? 

Mr. Axcer. It is my understanding that experience ratings go out 
the window as we take on these Federal standards. If I am wrong, 
the record is open, and you may show experience ratings will remain 
if you are able to doso. 

You mentioned consumers. To the degree that we are trying to 
help the unemployed through this experience rating, if we then do not 
in effect stimulate an employer to try to keep stability, by the very 
nature of it we are going to create more unemployment, it seems to me, 
and defeat the very purpose that you are attempting to correct. 

In other words, there is an incentive for him to have a lower tax rate 
if he keeps people working on a stable basis. This makes for employ- 
ment, not for unemployment. 

You can answer that further if you care to for the record. 

Secondly, now with this cost of increased charges, necessary in order 
to make a greater payout which will be charged now to the business- 
man, he must necessarily pass it on to the consumer at higher prices. 

Does this not cut down the buying power of the buying public and 
the purchasing power we are trying to protect ? 

Mr. SELts. q don’t quite follow that last because the unemployed 
worker will be increasing his buying power at the same time, and he is 
the one who will be spending the money, incidentally. He is the 
individual who cannot save or put it away for a rainy day or anything. 

Mr. Arcer. That is fine, but if the formula is wrong, and I want to 

help people, of course, you may be helping a few at the expense of the 
entire labor market that will be hit the most when their dollar bill 
buys less. Do you follow me? 

If the businessman cannot absorb the increase, what does hedo. He 
passes it on to the consumer. You said so earlier, so obviously you 
understand that. 

If the businessman’s cost is passed on to the consumer, then their 
ower is depleted. 

r. ah You are saying that the unemployed is not a consumer 
and he isn’t a consumer to the extent his benefits and the duration is 
increased. 

Mr. Aucer. No; I am saying thateveryone else is a consumer. 

Mr. Sextus. We are all consumers. 

Mr. Auger. That is correct. 

If you impose a wrong formula here and cut down everyone’s buy- 
ing power, maybe you have done more harm than you have done good. 
At least it is an interesting point and if you care to add to that, I am 
sure the record will be left open by the chairman. 

The Cuarrman. Mr. Machrowicz. 

Mr. Macnrowicz. Is it not true that rather than do what the gen- 
tleman from Texas has inferred, what this bill actually does in regard 
to experience rating is, permits uniform rate and individual rate 

deductions. 
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Mr. Sets. That is my understanding of the bill. 

Mr. Macurowicz. Yes. 

Mr. Auger. My understanding is directly opposed to the one stated 
by the gentleman from Michigan. 

The Cuamrman. Let us try to reconcile our views when we get in 
executive session. 

Mr. Setts. We thank you, sir, for coming to the committee, and I 
want to congratulate you on your knowledge of this subject and the 
very fine presentation of your views. Thank you so very much. 

Mr. Setts. Thank you very much. 

(The following was received by the committee :) 


In answer to the request from Congressman Alger, I should like to point out 
that the postexhaustion study conducted in Indiana showed that, 2 months 
after exhaustion of benefits, 31 percent were employed, 54 percent were unem- 
ployed, and 15 percent had withdrawn from the labor force. Four months after 
exhaustion, 43 percent were employed, 40 percent were still unemployed, and 17 
percent had withdrawn from the labor force. Among the male exhaustees, 2 
months after exhaustion, 37 percent were employed, 51 percent unemployed, 
and 12 percent withdrawn, compared with the experience of female exhaustees 
25 percent of whom were employed, 57 percent still unemployed, and 18 per- 
cent withdrawn from the labor force. Four months after exhaustion, among 
the male exhaustees, 48 percent were employed, 38 percent still unemployed, and 
14 percent withdrawn; compared with the females 36 percent of whom were 
employed, 42 percent still unemployed, and 22 percent withdrawn from the labor 
force. 

It is difficult to point to the relative small percentage of those withdrawing 
to make out a case why there should be no extended benefits for the much larger 
proportion who are still in the labor market but without employment. I would 
like further to refer the Congressman to the summation of all these postex- 
haustion studies that appeared in the Monthly Labor Review, March 1959, volume 
§2, No. 3, page 267, where it reads, “The survey findings tend to refute the con- 
tention that most claimants either manage to find a job or withdraw from the 
labor market soon after receiving their last benefit.” This same article will 
also provide the Congressman with other characteristics of the exhaustees as 
he requested. 

Dattas SELLS, 
President, Indiana State AFL-CIO, Indianapolis, Ind. 


The CuarrMan. It is quite evident that we cannot conclude in less 
than about an hour and 15 minutes, so it seems advisable that we ad- 
journ until 2 o’clock without objection. 

We will reconvene at 2 o’clock. 

(Thereupon, at 12:40 p.m., the committee recessed, to reconvene 
at 2 p.m., same day.) 

AFTERNOON SESSION 


The committee reconvened at 2 p.m., upon the expiration of the 
recess. 

The Cuarrman. The committee will please come to order. 

Our next witness is Mr. Robert A. Ewens. _ 

We will be glad to hear from you at this time, Mr. Ewens. 


STATEMENT OF ROBERT A. EWENS, EXECUTIVE VICE PRESIDENT, 
WISCONSIN MANUFACTURERS ASSOCIATION, MILWAUKEE, WIS. 


Mr. Ewens. My name is Robert A. Ewens. I am executive vice 
president of the Wisconsin Manufacturers’ Association, in which more 
than 1,200 manufacturing companies hold membership. More than 
800 of these have less than 100 employees. 
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I am appearing here to voice on the behalf of these member com- 
panies, their opposition to the establishment of Federal unemployment 
compensation standards. 

For 27 years, since Wisconsin enacted the first unemployment com- 
pensation law, my predecessor, and I, together with others, have rep- 
resented Wisconsin ery on the statutory advisory committee to 
the Wisconsin Industrial Commission on Unemployment Compen- 
sation. 

During that time, with but one exception, we have joined with rep- 
resentatives of unions in recommending to the Wisconsin Legislature 
each biennium an agreed bill establishing standards for unemploy- 
ment compensation. We have done so without coercion, 

We have made revisions in keeping with conditions which we, the 
members of the committee, are intimately aware of as residents of the 
State of Wisconsin; we have not been swayed by what was done in 
Illinois, in Minnesota, in Iowa, in Michigan. We recognized only a 
responsibility to our own citizens. We have done a good job by all 
standards, and are paying our own way. 

Since 1933 our deliberations and the subsequent enactments of our 
recommendations by the Legislature of Wisconsin have seen the bene- 
fits increase from $15 a week to a new maximum of $45 under an 

bill now before the legislature. This is equal to at least 50 
percent of the average weekly gross paycheck in Wisconsin. 

The Dubey value of this money is even greater when it is rec- 
ognized such payments are not subject to Federal income taxes and, 
under another advisory committee proposal this year, they will no 
longer be subject. to Wisconsin income tax either. 

In addition, we permit an unemployed worker in Wisconsin to earn 
up to half of his weekly benefits without losing any of his unemploy- 
ment compensation benefits. 

I cite these improvements to emphasize that States, being aware 
of the peculiar needs of their citizens, are responsive to them. 

We in Wisconsin have been able to afford increasing benefits be- 
cause of special offsetting features, such as experience rating, honest 
and efficient administration which includes excellent probing, and 
prosecution of fraud, all of which reduce employer contributions in 
direct and continuing recognition of employment stabilization by em- 
ployers. 

This progress—sensitive to our peculiar needs—is jeopardized by 
needless proposals to federalize unemployment compensation, a prem- 
ise resisted by Congress and Presidents for two decades. 

We don’t, among other things, want to be penalized by being forced 
to contribute a share of the cost of Federal reinsurance grants to im- 
provident States. 

Last year a representative of the Wisconsin Manufacturers’ Asso- 
ciation told the Senate Finance Committee of our opposition to the 
subsequently enacted legislation to extend unemployment compensa- 
tion with permissible reliance on Federal funds. 

We in Wisconsin, incidentally, followed the extension last year al- 
though we did stand on some fiscal principles and used our own money 
for that purpose. The major premise of our opposition was, as Mr. 
Joseph Kenny, our spokesman, said to the Senate committee: 


It seems logical to us in industry to fear that present consideration of exten- 
sion of benefits may well represent an unwitting precedént that can lead to the 
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destruction of State systems of unemployment compensation and the abandon- 
ment of experience rating which has been such a powerful and constructive in- 
fluence in stabilizing employment, and reducing potential unemployment, for 
more than a quarter of a century. 

Congress has long held to the principle that such Federal control 
should be avoided at all costs. _ 

I commend to your consideration the keynote sounded by the Com- 
mittee on Economic Security, appointed by President Roosevelt, which 
said, after a long and serious study, in its report of some 20 years 
ago: . 


All things considered, we deem it the safest and soundest policy to confine 


the role of the Federal Government with respect to this problem— 


unemployment— 
leaving to them— 


the States— 


primary responsibility for administration. 

In 1935 the Senate Committee on Finance, in reporting out the 
Federal unemployment compensation legislation, endorsed this view 
by saying: 

As we deem it desirable to permit the States freedom of choice in this respect 
we also believe that the Federal law should provide for recognition of credits 
allowed by the States who have regularized their employment. 

The term “regularized their employment” symbolizes the basic con- 
cept of unemployment compensation since its inception. 

Among others, President Roosevelt also advanced this premise. In 
his message to Congress in January 1933 he said: 

An unemployment compensation system should be constructed in such a 
way as to afford every practical aid and incentive toward the larger purpose 
of employment stabilization * * * in order to encourage the stabilization of 


private employment, Federal legislation should not foreclose the States from 
establishing means for inducing industries to afford an even greater stabilization 


of employment. 

While unemployment is regrettable, in seeking to cope with the 
problem we must not be blinded to the even greater responsibility of 
preserving the more than 60 million jobs now filled in America. 

Appreciation of this responsibility has resulted in acceptance of 
the thesis that unemployment compensation is an insurance program. 
It is a fundamental and widespread conviction that unemployment 
compensation is an insurance program designed to cushion the shock 
of the jobless for short periods. 

There has been a steadfast refusal by State legislatures to extend 
unemployment compensation as a long-term palliative for fear that 
the program evolve into something comparable to the much lamented 
and poverty producing British dole. ~ 

In that connection, let me quote the Milwaukee Journal. That 
outstanding newspaper has a long, liberal tradition and more fre- 
quently than not is numbered among the advocates of progressive 
legislation favoring the so-called underprivileged. 

In nevinving Os proposals to extend unemployment compensation 
that are now before you, the Milwaukee Journal said editorially on 
May 9 last year: 

What is too often ignored is that unemployment compensation is an insurance 
program. “Premiums” are paid by the employers; benefits are collected by 
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workers to tide them over short periods of joblessness, Unemployment con- 
pensation is not a substitute for relief which is paid out of public funds and 
based upon need. Requiring unemployment compensation to pay for extended 
periods of idleness will merely undermine a program that has proved socially 
and economically sound. 

Please note the distinction made between premiums paid by em- 
ployers and the use of public funds. These are separate and distinct. 

We believe that some of the Federal proposals before you are not 
maintaining this distinction. 

The bills introduced to this Congress would use public funds to 
insure benefits and then by repayment standards place the burden 
for such repayments on the private funds of the employer. This is 
indirect additional taxation that will further fan inflationary price 
spirals while at the same time establish the precedent for Federal 
enactments at any future time that our economic machinery faltered 
temporarily. 

It is apparent that if this comes to pass, you will be committing 
future Congresses to the expenditure of billions of dollars, which 
stifle individual initiative. 

o a degree that has already happened. 

I quote from a letter written to Washington by a manufacturer in 
Green Bay, Wis., a copy of which was sent to our office: 

We need qualified men, but we can’t pay learners exorbitant wages. There 
are nearly 4,000 unemployed in this vicinity. Yet the employment service 
does not refer anyone to us. Other small manufacturers have reported the 
same experience. If you intend to spark the philanthropic, socialistic ideal 
of placing people on a dole for the rest of their lives—which high Federal 
standards might develop into, you will never get the people back to work, 
seriously interested in supporting themselves. 

I would like to turn now to the premise of some supporters of 
federalized unemployment compensation. When other arguments 
fail, they usually say to me something like this: 

You in Wisconsin pay high unemployment compensation. You pay high 
sworkmen’s compensation. You are obliged, therefore, to bear costs out of 
proportion in respect to competitors in other States. If other States had to 
meet your standards you could compete much easier. 

Gentlemen, if you subscribe to such a view, then I can only add, 
that your conclusions should run the full gamut. Federal laws should 
damalies all corporate tax levies in the fifty jurisdictions; they should 

ualize wage rates, rents, food costs, fuel costs—in short, let us not 
adopt economic straitjackets piecemeal. Let us be bound, hand and 
foot, completely by the Federal Government and abandon 50 State 
legislatures. 

On the other hand, if you believe, as we in industry do, that the 
law of supply and demand operates for and against Government, 
as well as for and against private business, you will leave the States 
to work out their own destiny in this field. 

Manufacturers gravitate toward locations offering on the best 
economic opportunities. As they do so, they exert suasive power on 
various stratas of government to provide conditions that are favor- 
able. 

In this give and take industry is also governed by the availability 
of a labor supply. Men and women will work in a given establish- 
ment or community, or State, when they are satisfied with the terms 
offered. If they are not, they tend to migrate to other areas. 
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In Wisconsin we have faced such immigrations of workers. I do 
not know of any appreciable migration of competent skilled workers 
encouraged merley by high epee compensation rates. 

I do know that many factories have left Wisconsin for various 
reasons, including State income and property taxes. I do not know 
of any who have left exclusively because of high unemployment com- 
pensation benefits, except, perhaps, seasonal operations where unem- 
ployment is a constant. 

As things now stand, the people of Wisconsin once they recognize 
the needs have the ability to rectify any situation causing a migration 
of industry from within our borders. But once corrective rights are 
removed from our hands, such as involved in federalization of unem- 
ployment compensation, we are going to be stymied. 

Many of you will recall that in the dark days of the thirties pessi- 
mists held that we had attained economic maturity and that stagnation 
had set in. They held that there was nothing to do but shore up our 
reserves and live on what we had. By comparison of today’s stand- 
ards, what we had in the thirties was pitifully minute. 

It was men of vision in these halls who wotiinga to be stampeded in 
the thirties who laid the groundwork for the growth that has occurred 
since. They refused to impose rigid Federal obligations on the States. 
Even when unemployment of 13 million was prevalent, they left 
primary responsibility for unemployment compensation to States. 

The States have discharged their obligations with honor, efficiency, 
and equity to their various citizens since that time. It is impossible 
to see how an omnipotent Federal agency could have done as well, 
and as economically. 

If the wisdom of your predecessors two decades and more ago is 
evident in having respected States’ rights at a time when 10 percent 
of the population was unemployed, surely there is no urgency to dis- 
card a workable system for untried programing when less than one- 
thirtieth of the population is unemployed and even that figure is 
diminishing in aech of the last 10 months. 

Thank you for giving me the opportunity to be here. 

The Cuarrman. Mr. Ewens, we tha ou, sir, for bringing to 
our attention the views of the Wisconsin Mnaufacturers Association. 

Are there any questions of Mr. Ewens? 

Mr. Mason will inquire, Mr. Ewens ? 

Mr. Mason. I do not want to inquire particularly, but I do want 
to make an observation. 

The acme of praise in my office is that “I could not do better, my- 
self.” I want to stretch that a little bit by saying, and I mean it, 
that I could not have done as well as a have in presenting a logical, 
convincing argument against Federal standards. 

Wisconsin has always been known as a progressive State. I am 
rather pleased to be a neighbor of Wisconsin because we in Illinois 
like to copy from our neighbors when we think they have some- 
thing better than we have ourselves. 

And we sometimes do copy from Wisconsin. So I want to compli- 
ment you on the logic, the convincing arguments you have against 
Federal standards. 
fe 4 Ewens. Thank you very much, Mr. Mason. You are very 

ind. 

The Cuarrman. Mr. Alger. 
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oe: a On page 2, what do you mean by “probing prosecution 
u 

Mr. Ewens. When I read that, Congressman, I added the word 
“and,” which was omitted. “And the probing prosecution of fraud.” 

I mean that we have excellent policing of fraud cases in Wisconsin 
which are followed by good prosecution. 

Mr. Averr. When you say fraud, you just mean people who are 
ineligible asking for benefits? 

Mr. ene. ¥ es; or who has received benefits on a false basis; 
who have not given the department the accurate information as to 
earnings elsewhere. 

Mr. Auerr. Is there much of that? 

Mr. Ewens. No, there is a relatively small amount; but partially, 
I think, because the newspapers have done an excellent job of report- 
ing all of these prosecutions and they know if they are going to be 
dishonest they will undoubtedly be uncovered and prosecuted. 

The proportionate number of cases is relatively small. 

Mr. Aveer. Thank you. 

The Cuatrman. Are there any further questions? 

If not, Mr. Ewens, again we thank you, sir, for coming to the 
committee. 

Mr. Ewens. Thank you, Mr. Chairman. 

The Cuamrman. Our next witness is Mr. Sam Ezelle. 

Mr. Warts. Mr. Chairman and members of the committee, it gives 
me a great deal of pleasure to introduce this committee to a good 
friend of mine from Kentucky, Sam Ezelle, executive secretary of 
the Kentucky AFL-CIO. He is one of the outstanding young men 
of Kentucky. He is a leader in the forefront of labor; he is not only 
respected by labor, but respected by management and the people of 
Kentucky generally. 

_ a a me a great deal of pleasure to see you here today, Mr. 
zelle. 


STATEMENT OF SAM EZELLE, EXECUTIVE SECRETARY, 
KENTUCKY AFL-CIO 


Mr. Ezetix. Thank you, Congressman. 

I am Sam Ezelle, executive secretary, Kentucky AFL-CIO. 

Gentlemen, the unemployment problem in Kentucky has been gen- 
erally higher than the national average now for the last 2 years. We 
have been the third highest in unemployment, as a rule, behind Michi- 
gan and West Virginia. 

We had a dubious honor during the last 5 years of having first 
place more than any other State. 

I might say this is an honor that we are willing to share with any 
other State. 

In April, 1 year ago, gentlemen, 14.7 percent of those covered by 
unemployment insurance in our State were receiving benefits. Dur- 
ing the fiscal-year of 1958, 30,000 Kentuckians exhausted their benefits, 
which was an increase of 26.2 percent over the fiscal year 1957. 

Although the hardest hit area is the bituminous coalfield of south- 
east Kentucky, other areas are also listed as critical. 
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Gentlemen, with the permission of Congressman Mills, I would like 
to introduce a couple of photographs which were taken by my group 
on a recent visit to the 16 cities of southeastern Kentucky. 

The CHatrMaAn. We will be glad to receive them, Mr. Ezelle. I 
will pass them on to other members. You will explain them. 

Mr. Ezruxe. If you please, Congressman, these pictures were taken 
in the Harlan coal area before the work stoppage. I took them in 
J wos We took many more, but those two represent the pictures 
as clearly as all of them combined. 

I have had the opportunity of visiting a number of countries with 
the Marshall plan gy Sour when I worked for the State Department 
some 6 years ago. I know what the Communists can do and have 
done in their propaganda program in Western Europe. 

I submit to you, gentlemen, that these pictures in the hands of the 
Communist Party would be extremely detrimental to our great cause. 
I think they indicate that in a country where the gross national pro- 
duction is in excess of $400 billion, obviously some additional planning 
must be done to prevent this type of thing. 

I saw little children with their feet sticking out of their shoes—one 
of the boys in the picture. Many children are dropping out of 
school; they have no shoes; they have no clothing. 

The only hot meal that many of these little boys and girls are 
petting 3s the meal they get in the free school lunch program, one 
meal a day. 

Kentucky has 120 counties, Congressman, more than any State 
except Georgia and Texas. To be classified as a labor market area 
there must be a labor population of 15,000 or more and of this number 
a minimum of 8,000 must be nonagricultural wage and salary earners. 

Now, because of our large cme of counties, most of them rural, 
tho picture gets distorted. There is a tremendous amount of unem- 
ployment locked in these areas that does not get into the statistical 
picture of the situation because the county unit is too small to have 
the minimum workers sufficient enough to be classified as critical 
areas, although they are there. 

Even so, seventeen counties in Kentucky have from 9 to 11.9 percent 
unemployed and are classified as E counties in the critical category. 

An additional 16 counties have over 12 percent unemployment. 

Daviess County also listed as critical, has had from, 6 to 8.9 percent 
unemployed. 

Many in Kentucky are now unable to draw claims for two reasons: 
No. 1, exhaustions are heavy. 

No. 2, the 1958 legislature cs new base period requirements 
which disqualified approximate y 30 percent of the claimants who 
would have been eligible under the old law. 

Now, we submit before an equitable and sufficient program of un- 
compensation be for Kentucky, it will be 
entirely necessary that the Federal Government take action. Experi- 
ence has shown us long ago in Kentucky that the thousands of unem- 

loyed families must look outside the State for the long needed 

mprovements in unemployment laws there. 

or example, gentlemen, 17 States and the District of Columbia 
have already provided for an extension of benefits, following the 
pean last year of the Federal Temporary Unemployment Compen- 
sation Act. 
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Indiana, Illinois, Ohio, and West Virginia are several States which 
border the Commonwealth of Kentucky, which have taken the neces- 
sary action to procure the extra 13 weeks’ protection for their people. 

ut we did not. Kentucky—with the labor problem in any of these 
States with the exception of now and then West Virginia, we swap 
positions with them from time to time—we never acted at all. 

And Associated Industries of Kentucky, aided and abetted by such 
corporate giants as General Electric, openly fought the extension at 
the State level. 

I will introduce some press clippings and some material put out in 
Kentucky by Associated Tndustrics and General Electric which show 
that they are telling the people constantly that if we do it at the 
State level, gentlemen, we are going to drive industry out of Ken- 
tucky. 

Hore are the clippings: “Unemployment laws called a deterrent to 
Kentucky industry,” “AIK executive hits jobless pay setup,” “Ken- 
tucky’s unemployment legislation is scaring industry out of State,” 
“Unemployment laws called too generous.” 

You see, they tell people back there, and it is a cruel thing to say, 
that if we do improve our plan, new industry won’t come into the 
State. Of course we want new industry in the State of Kentucky. 
We have to have it. 

Yet while they tell people that, they won’t come up here and help 
us pass a Federal program. 

e say if we had a Federal program and we improved it in all 
the States at the same time, there would be no incentive for man- 
agement to leave our State or not come to our State, because if they 
went to Georgia they would be in the same boat; they would have a 

unemployment law there. I would like to introduce this, Mr. 
ongressman. 

bie Cuairman. Without objection, that will be made a part of the 

, record. 
Mr. Ezetir. Thank you, sir. 
(The material referred to follows :) 


{From the Louisville Times, Apr. 17, 1957] 
INDUSTRIES SEEK JOBLESS PAY CURBS—No BENEFIT Cut To BE ASKED 


The Associated Industries of Kentucky will ask next year’s State legislature 
to tighten up Kentucky’s unemployment-compensation law, but will not seek to 
lower benefits under it. 

Rayburn Watkins, managing director of the AIK, said today, “We want to 
eliminate payments to people employers don’t think have any moral justification 
for getting them. 

“We'd like to cut out intermittent workers who are not really in the full-time 
labor market and don’t want to be, but just work to build up credits and then 
draw benefits for 26 weeks. : 

“Employers also thing it is unfair for a person to get benefits if he has quit 
work voluntarily, or if he is fired for misconduct. 


LAW CALLED LOOSE 


“Those are the areas we are interested in, although we also think the law 
could be more conservatively administered as it is now written. However, it is 
cage there is nothing illegal in the liberal way it is being administered 
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Maximum benefits under the law are $32 a week for 26 weeks. Labor wanted 


$32 for 32 weeks. The AIK was opposed and demanded a less liberal policy. 


Watkins said the AIK will not seek lower benefits. 


UNIONS TO BE CONSULTED 


“We hope our proposal won’t be too controversial when it hits the floor. We 
will try to consult with unions on it,” he added. 

In a talk at the Brown Hotel yesterday to AIK members, Watkins said the 
law at present is so costly to employers that it discourages new industry. 

“Don’t kid yourselves for a minute that firms scouting around for locations fail 
to take into consideration the cost of doing business” including jobless pay and 
taxes, as well as wage levels and the labor climate, he told the manufacturers. 
’ He said that while Kentucky has added 605 new industries in 10 years, 
Georgia gained 3,000, Texas 2,800, and North Carolina 2,400. Only Mississippi 
had less than Kentucky in the South, he asserted. 

After Watkins’ talk at luncheon, a seminar was held on the jobless-pay law. 

It sign conducted by John E. Steger of the AIK, and Fred Hosley of Reynolds 
Metals Co. 

They discussed methods of protecting themselves against improper jobless 
claims. 

The seminar was the seventh conducted in the State in the past year. Sem- 
inars at Hopkinsville and Harlan are planned. 


[From the State Journal, Frankfort, Apr. 17, 1957) 
INSURANCE LAW ScARING AWAY INDUSTRIES, SAYS SPEAKER 


LOUISVILLE, Ky.—Kentucky’s unemployment insurance law is scaring indus- 
tries out of the idea of settling in Kentucky, according to an official of Associated 
Industries of Kentucky. 

Rayburn Watkins, managing director of the AIK, described the law as 
“liberally written” generously administered and ‘so expensive to employers” 
that it has created a ‘bad business climate” in Kentucky. 

Watkins spoke to AIK members prior to a seminar on jobless pay conducted 
by John BE, Steger, of the AIK and Fred Hosley of Reynolds Metals Co. 


CONSIDERED UNFAIR 


Watkins said the AIK considered it unfair for a person who quits his job, who 
gets fired for misconduct or who works intermittently to draw jobless benefits 
for the full 26-week duration. 

Many States do not permit this, he said. 

He said that for a company to pay an unemployed worker a maximum benefit 
of $832, it must sell $20,800 worth of goods to realize an off-setting profit. 

He said Kentucky’s maximum benefit rate of $32 per week for up to 26 weeks 
is higher than any Southern State and amounts to 80 cents an hour for the 
claimant. 

Hosley told the seminar group he hopes the AIK will draft legislation for 
consideration by the 1958 legislature to correct some of the weaknesses of the 
unemployment compensation law. 

AIK President John J. Delker, Henderson, urged members to let legislators 
know where businessmen stand on bills that affect them. ‘Frequently business 
lose by default on legislation,” he said. 


UNIONS RANK FIFTH 


Another speaker, William F. Gutwein, Louisville, labor relations consultant 
to the AIK, said unions rank only fifth among the loyalties of workers. 

Gutwein said employees generally put first their loyalties as a family man, a 
citizen, a consumer, and an employee. He said management should bear this in 
mind in its labor relations program. 
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[From the Park City Daily News, Bowling Green, Apr. 17, 1957] 


UNEMPLOYMENT INSURANCE LAw “Too GENEROUS” 


LOUISVILLE, Ky.—Kentucky’s unemployment insurance law is scaring indus- 
tries out of the idea of settling in Kentucky, according to an official of Associ- 
ated Industries of Kentucky. 

Rayburn Watkins, managing director of the AIK, described the law as liberally 
written, generously administered, and so expensive to employers that it has 
created a bad business climate in Kentucky. 

Watkins spoke to AIK members prior to a seminar on jobless pay conducted 
by John E. Steger, of the AIK, and Fred Hosley, of Reynolds Metal Co. 

Watkins said the AIK considered it unfair for a person who quits his job, 
who gets fired for misconduct, or who works intermittently to draw jobless bene- 
fits for the full 26-week duration. 

Many States do not permit this, he said. 

He said that for a company to pay an unemployed worker a maximum benefit 
of $832, it must sell $20,800 worth of goods to realize an offsetting profit. 

He said Kentucky’s maximum benefit rate of $32 per week for up to 26 weeks 
is higher than any southern State and amounts to 80 cents an hour for the 
claimant. 

Hosley told the seminar group he hopes the AIK will draft legislation for 
consideration by the 1958 legislature to correct some of the weaknesses of the 
unemployment compensation law. 

AIK President John J. Delker, of Henderson, urged members to let legislators 
know where businessmen stand on bills that affect them. “Frequently business 
loses by default on legislation,” he said. 

Another speaker, William F. Gutwein, Louisville, labor relations consultant 
to the AIK, said unions rank only fifth among the loyalties of workers. 

Gutwein said employees generally put first their loyalties as a family man, a 
citizen, a consumer, and an employee. He said managements should bear this 
in mind in its labor relations program. 


{From the Paris Daily Enterprise, Apr. 17, 1957] 


KENTUCKY’S UNEMPLOYMENT INSURANCE SAID SCARING 
InpustRY AWAY STATE 


LOUISVILLE, Ky.—Kentucky’s unemployment insurance law is scaring indus- 
tries out of the idea of settling in Kentucky, according to an official of Asso- 
ciated Industries of Kentucky. 

Rayburn Watkins, managing director of the AIK, described the law as liberally 
written, generously administered, and so expensive to employers that it has 
created a bad business climate in Kentucky. 

Watkins spoke to AIK members prior to a seminar on jobless pay conducted 
by John E. Steger, of the AIK, and Fred Hosley, of Reynolds Metals Co. 

Watkins said the AIK considered it unfair for a person who quits his job, who 
gets fired for misconduct, or who works intermittently to draw jobless benefits 
for the full 26-week duration. 

Many States do not permit this, he said. 

He said that for a company to pay an unemployed worker a maximum benefit 
of $832, it must sell $20,800 worth of goods to realize an offsetting profit. 

He said Kentucky’s maximum benefit rate of $32 per week for up to 26 weeks 
. Pa weed than any southern State and amounts to 80 cents an hour for the 
claimant. 

Hosley told the seminar group he hopes the AIK will draft legislation for con- 
sideration by the 1958 legislature to correct some of the weaknesses of the unem- 
_ ployment compensation law. 

AIK President John J. Delker, Henderson, urged members to let: legislators 
know where businessmen stand on bills that affect them. ‘Frequently business 
loses by default on legislation,” he said. 

Another speaker, William F. Gutwein, Louisville, labor relations consultant 
to the AIK, said unions rank only fifth among the loyalties of workers. 

Gutwein said employees generally put first their loyalties as a family man, a 
citizen, a consumer, and an employee. He said management should bear this in 
mind in its labor relations program. “ 


| 
I 
trie 
cia 
ally 
cre 
\ 
by 
wh 
ben 
N 
I 
of | 
I 
is 
elai 
E 
con 
une 
A 
kno 
lose 
A 
tot 
G 
citi: 
in 
L 
trie 
Ind 
R 
eral 
it hi 
Ww 
by J 
W 
who 
bene 
M 
H 
of $: 
H 
is h 
clain 
H 
cons 
une! 
Al 
kno 
loses 
Al 
the. 
Gt 
a cil 
in m 


UNEMPLOYMENT COMPENSATION 347 


{From the Corbin Tribune, Apr. 17, 1957] 
AIK Executive Hits Josiess Pay Setup 


LOUISVILLE, Ky.—Kentucky’s unemployment insurance law is scaring indus- 
tries out of the idea of settling in Kentucky, according to an official of Asso- 
ciated Industries of Kentucky. 

Rayburn Watkins, managing director of the AIK, described the law as liber- 
ally written, generously administered, and so expensive to employers that it has 
created a bad business climate in Kentucky. 

Watkins spoke to AIK members prior to a seminar on jobless pay conducted 
by John E. Steger of the AIK and Fred Hosley of Reynolds Metals Co. 

Watkins said the AIK considered it unfair for a person who quits his job, 
who gets fired for misconduct, or who works intermittently, to draw jobless 
benefits for the full 26-week duration. 

Many States do not permit this, he said. 

He said that for a company to pay an unemployed worker a maximum benefit 
of $832, it must sell $20,800 worth of goods to realize an offsetting profit. 

He said Kentucky’s maximum benefit rate of $32 per week for up to 26 weeks 
is higher than any southern State and amounts to 80 cents an hour for the 
claimant. 

Hosley told the seminar group he hopes the AIK will draft legislation for 
consideration by the 1958 legislature to correct some of the weaknesses of the 
unemployment compensation law. 

AIK President John J. Delker, Henderson, urged members to let legislators 
know where businessmen stand on bills that affect them. “Frequent business 
loses by default on legislation,” he said. 

Another speaker, William F. Gutwein, Louisville, labor relations consultant 
to the AIK, said unions rank only fifth among the loyalties of workers. 

Gutwein said employees generally put first their loyalties as a family man, a 
citizen, a consumer, and an employee. He said management should bear this 
in mind in its labor relations program. 


[From the Advocate-Messenger, Danville, Apr. 17, 1957] 
UNEMPLOYMENT LAWS CALLED DETERRENT TO KENTUCKY INDUSTRY 


LOUISVILLE, Ky.—Kentucky’s unemployment insurance law is scaring indus- 
tries out of the idea of settling in Kentucky, according to an official of Associated 
Industries of Kentucky. 

Rayburn Watkins, managing director of the AIK, described the law as “lib- 
erally written” generously administered and “so expensive to employers” that 
it has created a “bad business climate” in Kentucky. 

Watkins spoke to AIK members prior to a seminar on jobless pay conducted 
by John E. Steger of the AIK and Fred Hosley of Reynolds Metals Co. 

Watkins said the AIK considered it unfair for a person who quits his job, 
who gets fired for misconduct or who works intermittently to draw jobless 
benefits for the full 26-week duration. 

Many States do not permit this, he said. 

He said that for a company to pay an unemployed worker a maximum benefit 
of $832, it must sell $20,800 worth of goods to realize an offsetting profit. 

He said Kentucky’s maximum benefit rate of $32 per week for up to 26 weeks 
is higher than any southern State and amounts to 80 cents an hour for the 
claimant. 

Hosley told the seminar group he hopes the AIK will draft legislation for 
consideration by the 1958 legislature to correct some of the weaknesses of the 
unemployment compensation law. 

AIK President John J. Delker, Henderson, urged members to let legislators 
know where businessmen stand on bills that affect them. “Frequently business 
loses by default on legislation,” he said. 

Another speaker, William F. Gutwein, Louisville, labor relations consultant to 
the AIK, said unions rank only fifth among the loyalties of workers," 

Gutwein said employees generally put first their loyalties as a family man, 
a citizen, a consumer and an employee. He said management should bear this 
in mind in its labor relations program. 
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Assocratep INpUsTRIES oF KENTUCKY, 
Louisville, Ky., April 18, 1956, 


SENATE BILL 7 REPRESENTS * * * ANOTHER TAX BOOST FOR EMPLOYERS IN ADDITION 
TO OTHER TAX INCREASES 


It is time that Senate bill 7 is described exactly for what it is: Another tax 
on Kentucky Business and Industry, following in the wake of the heavy income 
tax boost proposed in H.B. 1. 

These taxes, of course, are earmarked for idle-pay benefits, but they are still 
taxes and must be paid by employers exclusively. Those who draw the benefits 
make no contribution to the fund. 

The following quotation came from page 20 of the January 1956 Statistical 
Journal of Economie Security: “The Department of Economic Security paid 
$1,956,100 in unemployment benefits during the month of January.” 

During 1955 approximately $28 million was paid out in idle-pay benefits, 
All this money came from employers in the form of a tax based on payrolls. 
The tax ranges up to 3.7 percent of payroll, depending on the amount of turn- 
over. In practice, more firms are rated at the 2.7 percent tax figure than any 
other on the scale. 1,588 firms pay 3.7 percent; 8,197 pay 2.7 percent; 1,877 
pay 1.8 percent; 3,130 pay 0.9 percent, and 3,209 firms have a “zero” rating 
because of near-constant employment. 

“To increase idle-pay benefits * * * with a resulting increase in pay-out from 
the unemployment insurance fund * * * means that employers must pay more 
into the fund to keep it at its present level.” 

Although solvent, the “pooled account” is already at least $8 million too low. 
(This is the account from which benefits are paid when they cannot be charged 
against an individual employer’s account). By one method or another, Ken- 
tucky employers are being called upon to make up this $8 million. 

“In addition to this $8 million, which Kentucky employers recognize they are 
obligated to pay * * * and in addition to the other 1956 tax increases * * * 
shall the general assembly now pass another bill that will increase further the 
taxes of Kentucky business and industry?” 

With Kentucky’s law already considerably more liberal than most States in 
many of its administrative features with disqualifications running only 4 per 
1,000, four times as liberal as the National average, with idle-pay benefits, 
based on total covered employment, running twice the national average and 
higher than any State east of the Mississippi, it would be an unwise move 
indeed. 

If Kentucky shows a tendency to “gig business and industry” at every op- 
portunity, the job of attracting more business and industry to the State will 
become increasingly difficult. Heaven knows it’s no easy job at present. 

RayYBuRN WATKINS, Managing Director. 


GENERAL ELEcTRIC Co., 
APPLIANCE AND TELEVISION RECEIVER DIVISION, 
Louisville, Ky., January 8, 1958. 
Mr. Morris WEINTRAUB, 
House of Representatives, Frankfort, Ky. 

Dear Mr. WEINTRAUB: You may recall that we wrote to you just the other day 
in an effort to give you some thoughts about what appears to be of utmost im- 
portance to all Kentuckians—individual citizens and businesses and industries 
alike—as we approach the start of another session of the Kentucky legislature. 

The Sunday Courier-Journal did all of us a very real service last week when 
it published an excellent digest of Kentucky’s unemployment insurance situation. 
The article serves to effectively highlight shortcomings in one particular Ken- 
tucky law that are not only placing an undue burden on businesses and industries 
already in, and furnishing thousands of jobs to residents of our Commonwealth, 
but also that are a deterrent to new industries that could elect to locate in Ken- 
tucky, and create the new jobs you and we know are sorely needed by 
Kentuckians. 

A copy of the article, marked up to focus attention ‘on some'of the more ‘signi- 
ficant portions, and enclosed with this letter, calls attention to the fact that Ken- 
tucky’s unemployment insurance law undoubtedly will be one of the most con- 
troversial issues to come up for discussion during this session of the legislature. 
Throughout the article Mr. Hugh Morris of the Courier-Journal’s Frankfort 
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Bureau explores the question whether Kentucky’s unemployment insurance di- 
lemma is caused by high unemployment, or too liberal a program, and goes on 
to supply evidence that it is the result of both factors. This is a question which 
well may be on your mind and on the minds of your colleagues as you meet 
together in Frankfort beginning early next week. 

So far as the high rate of unemployment in Kentucky is concerned, we firmly 
believe, and are sure most other representatives of industries in Kentucky share 
the belief, that this is a problem which can only be relieved by attracting more 
industries to locate in our Commonwealth. Unfortunately, however, problems 
with regard to our laws, and with regard to our unemployment insurance law in 
particular, are keeping industries from choosing Kentucky as their location. 
Instead, they are going to other neighboring States which not only declare their 
interest in having industries locate there, but which also show through their 
legislative actions that they are not inclined to enact punitive, or discriminatory 
jaws that will make it uneconomical to locate in those States. 

Attracting more industry to Kentucky is one of our greatest needs, and is an 
avowed and announced intention of the current State administration. It, there- 
fore, would appear that legislative action is in order at this session to correct 
shortcomings in the present unemployment insurance law. Action is needed, for 
example, to restore the original intent of the law, which was that benefits should 
be provided for “persons unemployed through no fault of their own.” Unfortu- 
nately, subsequent legislatures have enacted changes in the original law which 
now provide “Jobless Pay” for workers who voluntarily quit their jobs without 
good cause, or who are discharged for misconduct. 

Another evidence of laxity in our unemployment insurance law that discour- 
ages industry from locating in Kentucky, and thus from providing the vitally 
needed new jobs they would bring, is the fact that a claimant can draw a weekly 
benefit check—for doing nothing—that is almost as high as his full-time weekly 
earnings, if his last employment was in one of the low-paying industries. And, 
the claimant can draw his “rocking-chair”’ paycheck for as long as 26 full weeks. 
Also, if he has not found a job within 6 more months, he can draw benefits for 
another 26 weeks. 

It is not difficult to understand why so many people resent a law which pro- 
vides extended periods of payment for doing nothing, and which will even pay 
such benefits to people who quit their jobs, or who are discharged for misconduct, 
and why industry considering Kentucky as a place to locate would weigh heavily 
the cost of doing business under such a law, in reaching a final decision. (You 
may recall that one enclosure in my recent letter to you pointed out that Ken- 
tucky’s job insurance cost is the sixth highest in the Nation.) 

Kentucky’s rate of insured unemployment, as Mr. Morris points out in the 
enclosed article, has been higher than the national average ever since the legis- 
lature authorized full payment of benefits to those who voluntarily quit or who 
are fired for misconduct. And, as he further states, the difference has widened 
each year until, by 1954, and since then, the difference has been about double 
the national average. 

Under most circumstances, people writing to you probably would ask that you 
do what you can, as their representative, to correct the situation, and help pro- 
vide conditions that would be attractive to industry, and thus provide more 
jobs for Kentuckians. We certainly concur in this idea that something must 
be done to effect necessary changes, since what we need in Kentucky is more 
jobs, not more unemployment benefits. In addition, however, we want to assure 
you that we are willing—in fact, most anxious—to discuss our views with you 
on needed legislation, and will be glad to come to Frankfort either to talk with 
you personally, or to meet with members of any committees of the legislature 
who would like to discuss these matters in greater detail. 

Sincerely, 
L. H. MEANS, 
Manager, Relations and Utilities. 
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Resewation Gorm and Gacts About: 


;—Employee Relations Workshop 


Louisville 


Sutwrtres 


April 16 


Conducted by: 
ASSOCIATED INDUSTRIES OF KENTUCKY 
“The Action Team for Kentucky Business" 
the two hottest topics of the day: 


* PREVENTIVE MEDICINE IN LABOR RELATIONS 
* CUTTING UNEMPLOYMENT COMPENSATION COSTS 


Time and Place: 
BROWN HOTEL -- 12:10 to 3:30 


Commend 


car loads of Louisville attended the - 
im Bowling Green January 29 ... even more attended the one in 


Lexington March 20 ... and doves called to request that the program 
be gives im Louisville! 

Actually, these two topics im only slightly condensed form were in- 
cluded as part of AIK's annual meeting program in October, which we 
thought would give an opportunity for those im the area to attend, But 
apparently these two “hot topics" were swamped in the publicity about 
more spectacular personalities and special events. 

in to the impetus of this project and ip answer 
to the specific demands for a repeat show in Louisville, here is YOUR 
OPPORTUNITY! To those who may have gone to other workshops not 
sowing this was coming, our only answer is that we didn't either, The 
aext will be at Harlan in May, and the final in Hopkinsville later. 


Luncheon 12:10 
Presiding: 


JOHN J, DELKER, President, A d Industries of K ky 
MARION M, JOHNSON, Louisville Area Vice-President 


DELKER, vigorous young president of AIK, vice-president of 
Delker Brothers Manufacturing Company, Henderson, will discuss 
“political awareness" management needs to improve legislation. 


RAYBURN WATKINS, managing director of AIK, will do the 


Employee Relations 1:45-3:30 


WILLIAM F, GUTWEIN, special labor relations consultant to Associated in- 
dustries of Kentucky, will get down to brass tacks on the subject: 
PREVENTIVE MEDICINE IN LABOR RELATIONS, 


Gutwein .s an outstanding labor relations specialist, with clients in 23 
mates ... former director of industrial relations for McCall's and Fawoett- 
small and medium sized firms, Hear his p Op. ‘sp 1 
for use st these ALK seminars covering such matters 06... 


* Getting your house im order ahead of time to avoid employee relations 
and labor problems, Getting, keeping employee loyalty. 

* How to handle a union election, Employers’ rights under the law. How 
best to exercise those rights in selling your side of the case. 


FRED F, HOSLEY, Chairman of AIK's U: 
mittee, Director of Employment 

JOHN E, STEGER, Director of industrial Relations of Associated industries 
of Kentucky. 


With idle - benefits up to an hour, Kentucky has the highest rate 
the South and pays $59 2 year more to each recipient than national average. 


mp needed in K iky's tax, labor, and business cli- 
mate, featuring facts related to cost of doing business in the state 
as compared to others. ‘Stage-setting information for the two work- 
shops. Both luncheon presentations take less than 30 minutes. 


The two seminars rum simultaneously after lunch. Both topics 
are importamt to your busimess--so we urge you to have people 
at BOTH SESSIONS. Those who have failed to do so have unj- 
formly expressed their regret after seeing the program! 


Only 5 out of every 1,000 licamts are d lified--most liberal in the 
nation. Those who get on the rolls in Kentucky stay there longer than in 


any sate, The effect: HIGH COSTS TO KENTUCKY EMPLOYERS! 


Idle pay costs more than twice as much in Kentucky as the sate corporate 
income tax! One claim can cost up to $832 ($32 a week for 26 weeks). 


u is 4% on each dollar of would have to sell soc 
worth of or services to make to one claim. 


All Business People Invited 


-------------- Use This Order Form- - ----------- 


©: ASSOCIATED INDUSTRIES OF KENTUCKY 
301 Commerce Building, Louisville 2, Kentucky 


* Yes, our firm welcomes the opportunity to participate in AIK's Employee Relations Workshop 


Tuesday, April 16, starting at 12:10 at the Brown Hotel, Louisville. 


NAMES OF OTHERS INCLUDED 
IN THIS RESERVATION: 


* Here is our check, payable to Associated Industries of Kentucky, ths 


people at $3.00 each, which includes the luncheon ..... TOTAL: 
FIRM: BY: 
ADDRESS: CITY: 


(No tickets will be sent. Your badge will be your admision. it will be held at the door for you). 
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Louisville Chamber of Commerce 


300 West Liberty Street Louisville 2, Kentucky 


April 9, 1957 


To Members of the 
Louisville Chamber 
of Commerce... 


All businessmen have an important stake in the high cost 
of unemployment compensation in Kentucky and in the growing 
need for ''preventive medicine" in labor and employee relations. 
These subjects are top-priority projects of Associated Industries 
of Kentucky. 


The Louisville Chamber of Commerce is pleased to cooperate 
with AIK in its scheduled... 


* LOUISVILLE WORKSHOP ON EMPLOYEE RELATIONS 
Tuesday, April 16, Brown Hotel, 12:10-3:30 


Featur ing: 


1, Cutting Costs of Idle Pay 
2. Preventive Medicine in Labor Relations 


About thirty minutes will be used at the luncheon to present 
background materials on the two subjects, which will then be dealt. 
with in separate seminars, running concurrently. The meeting 
will end at 3:30. 


The enclosed fact sheet and letter from Louisville area dir- 
ectors of AIK give you additional details. The program has been 
tested and refined in a series of area,meetings throughout the state 
and Iam sure you will find it a very worthwhile project. 


Use the form at the bottom of the enclosed agenda to make 
workshop reservations at $3.00 each. 


KENNETH P. VINSEL 
Executive Vice-President 
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301 Commerce Bidg. JU 7.0769 Lovisville 2, Kentucky 
The Action Team for Kentucky Business 


April 3, 1957 


Employers asked for it ... so here it is! 


EMPLOYEE RELATIONS WORKSHOP 


++ Conducted By -- 


Associoted Industries of Kentucky 


Brown Hotel in Louisville 
Tuesday, April 16, 12:10-3:30 


The growing popularity of the Employee Relations Workshop being carried 
to all sections of the state by Associated Industries of Kentucky has brought 
so many requests for the same program in Louieville that we just couldn't 
resist interrupting the schedule to offer it ... 


*** TUESDAY, APRIL 16, 12:10-3:30, AT THE BROWN HOTEL 


You have probably noticed the announcements concerning other area meetings 
from time to time... in Ashland ... Covington-Newport ... Owensboro- 
Henderson... Paducah-Purchase ... Bowling Green-Southern Kentucky ... 
and Lexington-Blue Grass. 


Each one has been bigger and better than before ... and more 
interest is shown every day in the two hot topics featured by AIK 
at these down-to-earth, fast-moving sessions: 


Preventive Medicine in Labor Relations--getting and keeping 
employee loyalty ... tips on handling union elections ... tips 
on bargaining ... from a man with real know-how. 


* Cutting Costs of Unemployment Compensation--How to do a 


better job under existing law ... and how to help get the changes 
in legislation and administration that are "musts" if Kentucky's 
runaway costs are to be curtailed. 


From the comments of others who have participated in these workshops, you 
won't regret a minute of your time. In fact, it is almost the rule rather than 
the exception when people fail to say they wish several of their associates 
also had attended. 


The program starts with lunch, where about 20 minutes will be 
used to set the stage for the two workshops ... featuring labor 
trends in Kentucky ... and startling revelations of how bad the 
idle-pay picture has become in Kentucky. 


The two workshops run simultaneously, so you must make a choice between 
the sessions. Therefore, it is wise to make reservations for at least two 
and perhaps more ... to get the full value from the meeting. The $3.00 
registration fee also includes the luncheon, May we have your reservation 


VON. on Q bun, athe, 


JOHN J, DELKER, President MARION M, JOHNSON RA WATKINS 
Associated Industries of Kentucky Loulsville Area Vice-President Managing Director 
(Delker Bros. Mfg. Co., Henderson) (Brown-Forman, Louisville) (AIK Staff, Louisville) 
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Souisuille Area Directors 


Area Vice-President 
MARION M, JOHNSON, Treasurer 
Brown-Forman Distillers Corp. 


Louisville Directors 
ROBERT P, BONNIE, Chmn. of Bri. 
Kentucky Color and Chemical Co. 
ARCHIE P, COCHRAN, President 
Cochran Foil Company 
JOSEPH A, EATON, President 
Fawcett-Dearing Printing Corp. 
WILLIAM G, FRANK, President 
American Air Filter Company 
C. HUNTER GREEN, Kentucky Mgr. 
Southern Bell Telephone and 
Telegraph Company 
J. 3. HENDRICK, JR., Manager 
Amencan Radiator and Standard 
Sanitary Corporation 
HENNING HILLIARD, Partner 
J.J. B. Hilliard and Company 
WILLIAM T, INGRAM, Gen. Sales Mgr 
Reynolds Metals Company 
SPENCER T. JONES, Factory Manager 
Philip Morris and Company Ltd. 
J. FRANK KURFEES, JR,, President 
Kurfees Paint Company 
ROBERT S, LOGAN, Chmn. of Board 
The Logan Company 
LESTER H. MEANS, Manager, Exployee 
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USE THE REGISTRATION FORM 
ON THE ENCLOSED FACT SHEET: 


The cost is only $3.00 per person, which 
tachudes the hmcheon. You'll not be 
disappointed--and you'll consider this 
ove of your best investments of 210 
minutes in many a day, 


THE NEXT WORKSHOPS... 


Will be in Harlan May 14 and Hopkins- 
ville shortly thereafter, For those who 
attended previous conferences, this 
represents an opportunity to cover the 
seminar subject they missed earlier. 
For the benefit of those who want to 
get a “double shot" at this meeting 
and one of the two scheduled later, the 
invitation is broadened beyond the 
Louisville area. 
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Mr. Ezetix. So they say one thing in Kentucky and another hing 
here in Washington, D.C. They say here it can be done there an 
they say there in effect that it cannot be done anywhere but here. 

Now, for some years management organizations in Kentucky, in- 
cluding the State chamber of commerce and the Associated Indus- 
tries of Kentucky, have fought improvements in our law at the State 
level on the strength of the argument that if we do we will drive 
industry to other States. 

So this argument becomes invalid when we improve compensation 
at the Federal level. 

It would seem to me that the management should be up with me 
taking my side of the situation if they sincerely wanted to prevent 
inequities in State legislation that might lose industry to Kentucky. 

I understand they have been up here fighting it. To show how 
far back in the woods those fellows are, they are even opposed to 
the State employment office in Kentucky. 

I am going to submit for evidence a letter from the department 
of economic security, division of employment service, which reads 
in part: 

To All Employers: 


A release by Associated Industries of Kentucky, dated October 3, 1958, en- 
titled “Private Employment Agencies and Government Competition” states that 
the Public Employment Service “constitutes a formidable competitor, financed 
by Government itself in competition with private employment agencies.” 


So, gentlemen, they are even opposed to our having a Federal 
financed employment office. 

The Cuairman. I did not quite understand. Who wrote this 
letter ? 

Mr. Ezerie. This is an answer to their letter by the division of 
economic security, V. E. Barnes, sir, who is the commissioner of 
the department of economic security of our State. He is answering 
a communication to him and quoting their letter direct. 

The Cuarrman. Without objection, the letter will be made a part 
of the record. 

(The letter referred to follows :) 


DEPARTMENT OF EcONOMIC SECURITY, 
DIVISION OF EMPLOYMENT SERVICE, 
Frankfort, December 17, 1958. 
To all employers: 

A release by Associated Industries of Kentucky, dated October 3, 1958, en- 
titled “Private Employment Agencies and Government Competition,” states that 
the public employment service “constitutes a formidable competitor, financed by 
Government itself, in competition with private employment agencies.” The arti- 
cle deplores the existence of the public employment service, and suggests that 
employers “think first of private taxpaying service establishments rather than 
the Government-financed competitors when you have employment needs to be 
met and require outside assistance to fill them.” 

It is a bit surprising that an employers’ association would take this position, 
inasmuch as by so doing they are playing into the hands of those who would 
destroy the State administered employment security programs and, as a result, 
aid in the establishment of a centralized organization controlled by the Federal 
Government. It is then that, as Associated Industries says, the Federal Govern- 
ment would “have tremendous power over people seeking jobs and over employ- 
ers seeking workers.” 

Elimination of the public employment service in Kentucky would seriously 
cripple the State operated program of unemployment insurance which has been 
one of the greatest cushions in support of our business economy in periods of 
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depression. All unemployment insurance claimants are required to register for 
job placement with the employment service. Without this control and the oppor- 
tunity for job referral of claimants, there would be no organized facility for 
getting claimants back into the labor force, and an additional and unnecessary 
drain would be placed on the unemployment insurance fund by reasons of claim- 
ants remaining on unemployment rolls for a longer period of time. This would 
weaken the unemployment insurance program, and play into the hands of those 
who are critical of a State administered program and who are encouraging a 
centralized Federal program. 

The Social Security Act requires that the Secretary of Labor shall certify each 
year to those State unemployment insurance laws which have been approved as 
being in conformity with the Federal Social Security Act, and the Federal 
Unemployment Tax Act. One of the conditions of approval is that unemploy- 
ment compensation payments be made through public employment offices. 
Should the Secretary fail to certify to a given State law, the Federal tax offset 
granted to employers of such State would be revoked. The effect of this would 
be to completely eliminate the effects of the experience rating system and 
require the employer to pay the full 3 percent payroll tax to the Federal Govern- 
ment. If the State should attempt to continue the administration of an unem- 
ployment insurance program, the State tax would of necessity be superimposed 
on the 3 percent Federal tax. To destroy the employment service would, there- 
fore, mean, in addition to weakening the unemployment insurance program, the 
placement of unnecessary tax burdens upon employers. 

The employment service and unemployment insurance programs are operated 
equally for the benefit of a person seeking a job as well as an employer seeking 
a worker. This is the basic function of the employment security program. To 
deprive workers of the benefits of a public employment service would be to place 
upon them the financial burden of paying private agencies a high proportion of 
their first month’s salary or wages in order to secure employment. This is a 
heavy price to pay for a worker who may have had no income for a considerable 
period of time. 

Management groups should not lose sight of the fact that much of the develop- 
ment of the present public employment service has been encouraged by both indus- 
trial establishments and labor unions. These groups, from all over the country, 
requested the Bureau of Employment Security to conduct a research program into 
better employment practices as a further aid tothem. Asa result of this research, 
the Bureau has recommended hiring practices that have been adopted by industry 
and fee-charging agencies throughout the country. This research has brought 
about occupational analysis and industrial service programs that have saved 
industrial establishments millions of dollars in turnover, proper job classification, 
absenteeism, job sequency, etc. The employment service has established over 400 
specific tests for industry, and these tests have proven 85 percent accurate in 
helping employers to know the natural abilities of new workers, as well as their 
ability to learn the job. 

The division of employment service is the only source of statewide information 
on the labor market, and, as a service to the public, it conducts labor market 
surveys available to management groups, chambers of commerce and local com- 
munities in helping new industry to locate in the State, to provide new jobs to 
people, and at the same time help relieve employers’ accounts from unemployment 
benefit charges. 

There is no question but that the joint operation of the unemployment insurance 
and employment service program results in a saving of industrial manpower, the 
cutting of operating costs, helping employers to protect their reserve accounts 
through job placements by the referral of unemployment insurance beneficiaries. 
This service has meant much in helping employers to achieve or maintain reduced 
tax rates. 

An erroneous impression is sometimes created that the employment service hires 
and places people in industry. The employment service actually recruits workers 
who are unemployed or otherwise seeking employment, screens them on their 
past employment record, tests them on their natural abilities, and refers the best 
qualified worker in the area to the employer according to his specifications. If 
there are no qualified workers in a particular area meeting the employers’ specifi- 
cations, as employment service only, through its nationwide clearance system, is 
able to recruit workers from anywhere in the United States quickly and easily to 
fill the employers’ requirements. 

It is up to the employer to do the hiring, merely using the employment office 
as a service agency. Through the coordinated placement program, which can 
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only be available through an organization such as the public employment service, 
thousands of qualified handicapped civilians, veterans and older workers have 
been placed in jobs for which they are adequately equipped. Had it not been for 
such a service, many of these would be on public relief rolls rather than helping 
to maintain our industrial economy. 

Instead of contributing to the socialization of the economy of this country, 
there is no question but what the program and services of the public employment 
service has added strength to industry in its manpower program, and has con- 
tributed to the stabilization of that economy upon which this Nation has been 


founded. 
V. BE. BARNEs, 
Commissioner, Department of Economic Security, 

Mr. Ezettx. So we see that in 1939, unemployment laws in Ken- 
tucky were paying the Kentuckian 69 percent of his wages. On Octo- 
ber 1, 1958, unemployment compensation makes benefits paid the Ken- 
tuckian only 46 percent of his wages. So he has gone behind. He is 
in worse shape now under unemployment compensation than he was 
back in 1939. There is no reason at all, gentlemen, for us to expect in 
our generation any worthwhile modifications of the unemployment 
compensation law in Kentucky. Any help when it does come must 
come from an act of Congress of the United States. 

The Cuarrman, Mr. Ezelle, we thank you, sir, for bringing to us 
this statement of the situation in Kentucky and your views as to the 
way of possibly assisting your situation. I want to congratulate you 
on the manner of your presentation and the able method in which you 
have made your presentation. 

Mr. Ezxxie, Thank you, sir. 

The Carman, I can recognize the fact that you would be high] 
respected in your State as pointed out by your friend and my friend, 
Mr. Watts. 

Mr. Ezetix. Thank you, sir; we are proud of Congressman Watts. 

The Cnatrman. Mr. Baker will inquire, Mr. Ezelle. 

Mr. Baxer. What is the Kentucky standard? How many weeks is 
the maximum, 

Mr. Ezetiz. The maximum is $34 a week for a maximum of 26 
weeks, 

Mr. Baxer. How long has that been on the statute books, sir? 

Mr. Ezexxe. Since January a year ago—— 

Mr. Baxer. How long since there has been a change? 

Mr. Ezetxe (continuing). At which time we passed an agreed bill 
for the first time in 14 years. 

Mr, Baxer. Raising it from what? 

_ Mr. Ezerxe. From $32 to $34, not increasing the weeks at all, mak- 
ing other modifications and providing some disqualifications where we 
agreed with management that certain inequities existed, we agreed to 
correct them. 

Mr. Baxer. So it has been 26 weeks for quite a number of years? 

Mr. Ezexix, Yes, sir; it has. The weeks have not been changed for 
a number of years. The dollars were changed from 28 to 32, 3 years 
ago, and 1 year ago we added $2 more, making it $34. 

Mr. Baxer. I am entirely in sympathy with the southeastern part 
of the State, I come from that part of Tennessee which adjoins south- 
eastern Kentucky. 

_ There is nothing that the bill can do to alleviate that situation, that 
is, the chronic unemployment. 
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Mr. Ezettez. I understand that the bill would increase the weeks 13 
additional weeks, which would provide $442 per rng’ & 

Mr. Baxer, But if they have already exhausted their benefits this 
bill will not do them any good, will it? 

Mr. Ezeuix. It depends on what the bill has as a final date for ex- 
haustion. They are constantly exhausting benefits down there, even 
now. 

2 It depends on how far, sir, you would go back to establish a peg 
ate. 

Mr. Baxer. We put a provision in the Temporary Unemployment 
Act back to July 1, 1957. That does not do any good in Kentucky 
because you did not take advantage of the act. 

Mr. Ezetir. In the calendar year 1958 we had 26,496 exhaustees. 
Almost 27,000 exhausted their benefits during the last calendar year, 
have no income at all. 

Mr. Baxer. Did Kentucky take advantage of the Temporary 
Unemployment Act? 

Mr. Ezetir. No, sir; I am embarrassed to admit that our State, 
faced with the highest unemployment ratio in the Nation, did not take 
ae of it because it was the prerogative of the State at the State 

evel. 

Therefore, I think that tends to prove my point, if we are going 
to do it, we are going to have to do it at the Faderal level. That was 
left to the State and the State did not do it. 

Mr. Baxer. How far back would this bill have to go to really do 
those Tee of unemployed southeastern Kentucky coal miners 
any good 

Me Ezetie. Sir, if you really wanted to catch the overwhelming 
preponderance of them, you would have to go back to January 1958, 
In my opinion, sir. 

Mr Baxer. Do you not think you would have to go back a good 
deal further than that ? 

Mr. Ezetxix. I would want it to, sir. If it would go back as far as 
the Temporary Unemployment Compensation Act itself went back; 
then it would take us back nearly 2 years. 

Mr. Baker. That would be July 1, 1957? 

Mr. Ezette. Yes, sir; that would be preferable if we could get it 
that far back. 

Mr. Baxer. Even then in southeastern Kentucky there will still be 
thousands that will get no benefit out of a bill of this kind. 

Mr. Ezetix. You see, sir, we take the seme that the coal indust 
has to put the land back the way it was before they desecrated it wit 
coal mines. They have to plant the trees. They have to fix the soil. 
We just ask to put the people back in the same good condition they 
were when they took them and put them in the coal industry. 

I think the coal industry took more out of our State than it has 
ever put in it, but that isjust myeditorialcomment.  —- 

Mr. Baxer. I want to say I am in sympathy with the condition of 
these thousands and thousands of coal miners in southeastern Ken- 
tucky. But something more than this will have to be done to give 
them any real benefit. 

Mr. That is true. 

Mr. Baker. You are in a section that must consider other things 
besides this. 
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Mr. Ezetix. Yes, sir; we are going to have to dam streams up so 
that people can build plants there without being flooded. They won’t 
build a — on the mountain. They can only build them in a valley. 
If they build them in a valley they will be flooded every few years. 

We think they are going to have to do something about those 
streams. There will be other things. 

This bill will help immediately. Those kids and those poor families 
that are down there, I just wish everybody could see what I have to 
see. It is horrible. 

I am not articulate enough to tell you gentlemen here how pitiful 
it iss Those pictures will just have to take the place of it. 

Mr. Baxer. That is all. 

The Cuarrman. Mr. Ezelle, I want to advise you that you have 
been very articulate. I think you have done a very good job in 
describing conditions that exist in Kentucky. 

Let me see here if I can get a better understanding, myself, fol- 
lowing Mr. Baker’s inquiry. 

I read an editorial in the Washington Post this morning and I 
think all of us should keep in mind the point made in the editorial. 
We have this very serious problem of unemployment, much more 
serious in some areas of course, than it is in others. I recognize from 
what your very fine delegation from Kentucky has told me for 
er you have a very serious problem of unemployment in 
Kentucky. 

We should not, however, try to justify a program of Federal 
standards, according to this editorial this morning, because of the 
fact that someone might think that such an enactment today would 
be of benefit to these who are presently unemployed. 

The editorial went on to say that there was need for Federal 
standards, but the present situation should be recognized as typical 
of what we were trying to eliminate or prevent in such magnitude 
in the future by establishing rules for a better system of unemploy- 
ment compensation within the States for the future. 

So, actually, should we enact the bills that are before the commit- 
tee, introduced by Mr. Karsten and others, imposing on the States 
some minimum standards in connection with the payment of benefits 
and duration, none of those advantages or gains would immediately 
accrue to people who are presently unemployed. 

They would have to return to the work force sometime in the 
future and establish a wage base, that would give them a benefit year 
under these new standards that are contemplated in this legislation. 

I was very much impressed with the editorial that appeared in 
the Washington Post because it did draw this line of distinction and 
if you have not read it, I would suggest that you buy a copy of this 
morning’s paper on the newsstand and see if you agree with what 
the editor said in writing this editorial. 

Mr. Yes, sir. 

Mr. Macurowicz. As one who has read the editorial I hope that 
everyone of the committee does, too, because it ends up with an en- 
dorsement of the Federal standards bill. 

The Cuarrman. I said that; I said that the editor was very defi- 
nitely for the program that you and others introduced. He does point 
out that it will not help the immediate situation. 
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Mr. Macurowicz. I might say further, though, that the authors 
of the bill, and I happen to be one of them, had no intention of using 


the bill as a means of immediately correcting the situation now 
pending. 

However, if the bill sponsored by myself and others of the 1-year 
extension of unemployment compensation had been adopted by this 
committee that would ave helped this situation. 

But I would like to ask you a question in regard to what was asked 
you by Mr. Baker. 

You saw that Kentucky has not taken advantage of the Federal 
extension of the temporary unemployment compensation. 

Mr. Ezetxiz. That is true; they have not. 

Mr. Macurowicz. Do you know who was in opposition ? 

Ezetie. Yes, sir. I attended every meeting that was conducted 
on that. 

Mr. Macurowicz. Meeting of what? 

Mr. Ezeuir. Meetings of the legislators. For example, there was 
a Republican caucus and 25 Republicans in the house and 7 or 8 
in the Kentucky senate met one day to discuss this. Leading the op- 
pore was Mr. Elmer Webb, who is on the payroll of General 

lectric and who spoke that day in Frankfort in opposition to an ex- 
tension as a representative of Associated Industries of Rentaphy. 

I do not know what his title is, but he works for GE. They 
were in the forefront of the opposition to the extension of benefits. 

Mr. Macurowicz. Are you a member of the Kentucky Unemploy- 
ment State Advisory Council ? 

Mr. Ezztux. Yes, sir; I am the vice chairman. 

Mr. Macurowicz. Mr. Fred Bullard is chairman ? 

Mr. Yes, sir. 

Mr. Macurowicz. He was our witness on Tuesday. I might quote 
to you one sentence of this and see if you agree with that. He says: 

If passed into law H.R. 3547 would literally reduce to naught the efforts of the 
State advisory council to develop an unemployment compensation program ade- 
quate to meet Kentucky’s needs and equitable to all parties concerned. 

I think that is the best example of what you have tried to tell us, 
that they take one position here and another there. 

Do you believe that the passage of this bill would in any way 
hamper any attempt either of the State Advisory Council or any- 
one else, to get adequate legislation in Kentucky. 

Mr. Ezetie. Of course not, sir. I think it would be helpful to us 
in providing standards. As it is today, we could legally pay a fellow 
a dollar a week as I understand, and comply with the Federal law. 

Mr, Macurowicz. Yet, Mr. Bullard, chairman of the Kentucky 
Insurance State Advisory Council, who has been telling the people 
in Kentucky that passage of more progressive legislation in this field 
will send industry away, now tells us if we pass this bill here it will 
stop you people in Kentucky from doing something in a progressive 
way, of improving your State unemployment insurance laws. 

Mr. Ezezre. Nothing could be farther from the truth. Mr. Bul- 
lard represents the Coal Association there which is to blame for the 
poverty of those peope in southeastern Kentucky to a large extent. 

Mr. Macurowicz. I might say that the experience you are having 


= Kentucky is practically the same as in almost every State in the 
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That is all, Mr. Chairman. 

The Cxrarmman. Mr. Ezelle, I have just one further question on 
this— 

Mr. Yes, sir. 

The Caiman, The charge is made quite often that business or 
the management side of the economy has in some way or other become 
closer to the administration of the State program in some States than 
the people who are employees or the representatives of the people who 
are employees. What is the situation in Kentucky in the administra- 
tion of this program? 

Do you feel that it is fairly and impartially administered; that 
the viewpoint of the employee is as generally accepted in the admin- 
istration of the prograin as is the viewpoint of the management ? 

Mr. Ezerix. Mr. Congressman, I would say yes. I think that the 
administration of the program in Kentucky today is generally fair. 
I do think it is being administered as fairly as we would hope. 

And it is a large program, it involves a large number of people 
and there are often times inequities that will pop up, but as a rule— 
Congressman Watts, I believe our program in Kentucky is admin- 
istered fairly and I am going to say so right here. 

The Cuarrman. I have had people tell me, and I am always curi- 
ous, about the administration of it; that in some instances business 
exercises greater influence in some areas than the other side in the 
administration of the program. 

That is why I inquire of your situation in Kentucky. 

Mr. Ezexix. May I ake just one more point on drawing State 
lines, you see, and what it is doing to my people. 

This is another thing that needs to be corrected. 

You see, Kentucky is an east-west State that follows the Ohio 
River. Most of the industry in Kentucky goes from the river, fol- 
lows the northern boundary of Kentucky along the Ohio River, be- 
ginning at Paducah, iy, Hahdatsoe, Louisville, Covington, and on 
to Ashland. It means that a lot of my people cross the State line; 
they work in Ohio for a while and Henderson, Ky., and then in 
Evansville, Ohio. They work in Cincinnati, Ohio, for a while and 
then in Covington, Ky. 

Now, under existing law many of them will work in two or three 
States, but will never get unemployment.compensation. They are 
always covered by it, but they are not covered under any one State 
for a long enough time to be covered by that State. We have no 
reciprocity arrangement there. 

The Cuamman. With Ohio? 

Mr. Ezexx. That is right. This is something that badly needs 
correction. Eventually I would like to see something like this writ- 
ten into the Federal standards bill. You can see the unfairness of it. 

If social security were administered in the same way, it would be 
a horrible thing. 

‘We accumulate credits in social security from Hawaii to Puerto 
Rico. Yet you cross the Ohio River and you lose your unemploy- 
ment compensation in many instances. 

The Cuarrman. Are there any further questions? 

Mr. Alger will inquire. 
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Mr. Arcer. Mr. Ezelle, I know what you oy is no reflection against 
anybody who may not end up agreeing with Federal standards as the 
urgent need for all of us to help people who need food and clothing. 
1 realize that these people in your photographs, nice looking chil 
dren, obviously need all the attention they can receive. 

Maybe we are just debating the means to get there rather than the 
fact we want those children to have food and clothing. There is 
no doubt in your mind of the sincerity of all us wanting that? 

Mr. Ezetix. Yes, sir; I am sure all you gentlemen here want to do 
something with that. 

Mr. Acer. So often I find the people mes 9 the premise that if 
you agree with me, you agree with feeding and clothing people. If 
not, you are against that. 

‘ I want to assure you that I am for helping people as much as anyone 
ere. 

I understand that since 1939 the cost of living has gone up approxi- 
mately 108 percent, whereas the average weekly wage of covered 
workers in Rentecky has gone up 257 percent. 

I also understand that the average weekly benefit in Kentucky for 
the same period has gone up 222 percent. Are these figures correct 
so far as you know ? 

Mr. Ezeuxe. I think so, sir, but now we don’t want to add pears 
and apples here, do we? Because if we were receiving back in 1939, 
69 percent of the wage in our ence checks and today it is 
46 percent, let us remember that in algebra if you add to one side of 
the equation you also add to the other. 

So, if you must add to the cost of living benefits you must add to 
salary. If you are going to take it off one, you must take it off the 
other. 

The fact is that in 1939 the benefit was 69 percent. The benefit 
would not buy as much and the wages would not buy asmuch. Today 
it is 46 percent. The benefit does not buy as much because of the con- 
sumer’s price index, but neither does the wage. 

You see what I mean ? 

Mr. Auger. I follow your reasoning as far as you go, but if on the 
other hand, your benefits have gone up in excess of the cost of liv- 
ing, the individual still has buying power. Let us render thanks 
to the Almighty that his wage may have quadrupled, but let us not 
at the same time say that benefits must necessarily quadruple. 

What we have to see to is that a family or breadwinner has the 
same buying capacity now that he had at the outset. Is that not what 
you are doing? 

Mr. Eze.ur. Yes, sir; but he has less. 

Let me point out something about the consumer’s price index that 
I am sure you are aware of. I am sure you are aware of the fact 
that the Consumer Price Index is‘really not an entirely accurate 
barometer of rising costs, particularly in that it does not make any 
compensation at all for taxes, sir. ; ’ 

Now, many workers in feareny pay city occupational taxes. The 
State tax has gone up a great deal. e social security has gone up; 
the Federal tax has gone up. 

Yet you will not find in the CPI any reflection of these rising taxes 
indicated in the Consumer Price Index. It is not there, but we have 
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topay it. It is not in the paycheck. They take it out in the checkoff. 
It is not there when we get it. 

But as far as the Consumer Price Index is concerned, it is not in the 
cost of living figure at all. 

Mr. Avcrr. That is very interesting and raises this problem that we 
have to increase all the ge to pay for the increased taxes which go 
into a program like this, ultimately paying them back to the people. 

But would you agree that if the payments are in excess of the cost 
of living index, that a man is getting purchasing power out of taxa- 
tion? 

Mr. Ezeuix. Sir, if you do not want to improve anything you stay 
with the Consumer Price Index. If it were accurate, the only time 
you would get a wage increase is when the money is worthless. If you 
want to put your feet in concrete and never improve, you can do that. 

Mr. Axcer. Your legislature has continued to improve this pro- 

m 

Mr. Yes, sir. 

Mr. Avcer. Almost every session they have met ? 

Mr. Ezeuix. No, sir. It has come rather hard. As a labor repre- 
sentative I wish I could agree with you, but I cannot. They have 
followed long, tedious, and acrimonious debate. 

Mr. Ateer. Have you made any effort to work out agreements at 
the State level as a labor representative ? 

Mr. Ezexue. Yes, sir; I believe the gentleman said in his testimony 
the other day that we had agreed the first time in 14 years, I was 
chairman, agreed on a bill, but it has not been a general thing. It 
israther hard to come by. 

Mr. Areer. You would be just as pleased to see Kentucky work it 
out, though, without imposing a standard on the rest of the country ? 

Mr. Ezette. I would not es here if I thought we could do it in 
Kentucky. I would not have purchased a plane ticket up here to talk 
to bree gentlemen today. 

know we cannot. 

Mr. Axeer. In any event, let me ask you a few things: I have some 

other erway A figures here. The claims filed the week ending March 
a 


28, which is fairly recently, were 2,986. This is 281 less than the 
preceding week. 

I notice that it is 4,000 less than the same week, co nding 
week, of last year. This would indicate you were in much better 
shape than a year ago. 

Mr, Ezeuie. No, sir; it does not indicate that at all, Congressman. 


It does not indicate that at all, because at the last legislature, which 
was January, February, and March of 1958, we disqualified 30 per- 
cent of the people. We thought we were disqualifying 12 percent, but 
a wave of unemployment swelled the figure to as high as 30 percent. 
Now, the fact that fewer have been drawing now does not mean 
they are working; it means that they are not now eligible under the 
amended law. 
‘Mr. Aveer. How many of those you say that are filing claims and 
have been filing claims are folks doing work of a seasonal nature and 
n Loy solely supported by the pay they receive on that particular 
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Mr. Ezetie. Well, sir, in the law as we amended it I think you will 
find few people whom you would call seasonal. Now, in Kentucky 
we have several seasonal industries. As we know, we are a tobacco 
and distilling State. Distilling is a big thing in Kentucky. Distill- 
ing does not have to be seasonable. 

he reason why distilleries pull the whisky out of the barrels late 
in the year as they can is because they pay the tax on it when they 
take the cork out of the barrel. 
’ As long as they leave the cork in there they don’t have to pay the 
tax. They want to leave it in there and do all their bottling as close 
to Christmas as they can. 

So the seasonal aspects of the distilling industry is artifically one 
which they themselves create to keep themselves from paying Federal 
taxes. I don’t think you want to reward them and punish the 
workers by disqualifying the distillery employees because the dis- 
tilleries are trying to do the Federal Government out of some tax. 

Mr. Aucer. What percentage of the unemployed are single people 
as compared to married with dependents? 

Mr. Ezettez. Sir, I did not anticipate that question here. Most 
of our people in Kentucky marry at a young age, as you known. I 
married when I was 18. I will have been married 20 years in a couple 
of months. Most Kentuckians marry young, and they are quite re- 
productive people I might add. We raise tobacco and corn and 
children. 

Mr. Acer. I might indicate to you these figures here, that I have, 
as of October 1958, point this out: It is rather interesting—Kentucky 
has shown that of the workers, the people drawing claims now, 55 
percent do not have any dependents. So they are not the heads of 
reo if these figures are correct, with others depending on them 

or this pay. 

Tam hot saying that they do not need the money to feed and cloth 
themselves. I am just interested as you are in these children you are 
raising. ‘Those are the ones we want to support. 

Mr. Ezetxir. I a with what you say. I thing that people who 
have children should draw more money than those who do not. These 
fellows that came down here and testified in opposition to the position 
I am taking now, I told them when we were working out a bill if a 
fellow had a family he should make more money. I tried to get in 
there a family allowance, but, you see, they did not believe that back 
in Kentucky ; these business fellows. 

As I say, they have a story back there and one up here. When I 
tried to get them to put that in there, in that agreed bill, they would 
not do it. I think we should do it. I wish you fellows would put 
that in the Federal standards here and they would do it. 

Mr. Mason. Some States have that. 

Mr. Ezerttx. They do, and it is a very good thing I think, because 
we make allowance for them for tax purposes, do we not? The Fed- 
eral Government gives exemptions for these people. So, the Federal 
Government already recognizes that a man with a large family needs 
all the money that he can have. But these business fellows do not 
a with that point. 

r. Aucrer. Don’t you with the point at all that over half of 
the people drawing money don’t have families? 
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Mr. Ezexue. In Kentucky ? 

Mr. Yes sir. 

Mr. Eze.ue. I don’t know where you got the figures you have. 

Mr. Avcer. They may not be right, but here they are. I give them 
to you for what they are worth. 

r. Ezeciz. I would say they do not sound correct. 

Mr. Axcer. This is the U.S. Department of Labor, Bureau of Em- 
ployment Security, as of October 1958, I just wanted to ask the 
question because with your appeal for the children, which we all agree 
with, and more help to families, I notice that more than half in the 
State of Kentucky drawing pay have no dependents. I would like 
to point out that a certain percentage, maybe a large pernentee, of 
the unemployed are people from a family with multiple breadwinners, 
where maybe husband and wife are working, where there is more than 
one breadwinner. But if one loses his job they are not immediately 
destitute. Particularly in the case of housewives who are working 
just seasonally and are not counted as being the only breadwinner in 
Kentucky, if the figures are right, more than half the folks have no 
dependents at all. When you add to that the housewives that are 
secondary breadwinners for the family, I am beginning to wonder 
what the constituency of your unemployment is. 

Mr. Ezetie. There are many breadwinners in Kentucky today who 
keep up their family and the family of the inlaws on the wife’s side, 
and who keep up their parents. There are many parents in Ken- 
tucky today who keep up two and three and even four families, par- 
ticularly in southeastern Kentucky. 

Mr. y Heke That is what we are talking about, dependents. Over 
half of the folks we are talking about do not have any dependents. 

Mr. Ezetxe. I was in the unemployment office some months ago. 
A man came in with 12 dependents. He had just exhausted all his 
benefits. All he had was some hominy in the house. He said they 
were going to cook the hominy. After that they would not have 
anything to eat. 

r. Auger. Suppose we extend the 13 weeks. When that 13 weeks 
is exhausted, what are we talking about? 

Mr. Ezetxe. I have never submitted this was a panacea. I think 
there are a number of things we will have to do there. I think we 
are going to have to build roads, we are going to have to dam streams. 
I think we are going to have to educate the people to do other things 
besides coal mining. But this is one, sir. Weare be waiting until 
they do all the other things. 

_Mr. Arcer. What we are really talking about is welfare and re- 
lief, not unemployment compensation. at we are concerned about, 
unemployment not welfare. 

The Cuarrman. Mr. Machrowicz. 

Mr. Macurowrcz. I have one question or observation since the 

uestion of how much improvement there has been in the situation in 

entucky has been brought up. I think it is generally conceded that 
there is a relationship in the unemployment com tion benefits 
and wages. The Department of Labor statistics show that whereas 
in 1939 the maximum weekly benefits amounted to 69 percent of the 
average weekly wages, they have dropped since then, not increased. 
They have been dropped from 69 percent to 46 percent. 

r. Ezeiize. That is right, sir. 
3967859 
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Mr. Macurowricz. So there has not been very much improvement. 
Mr. Ezexxe. I think that I had that in the record and that is true. 
The Cuarrman. Mr. Mason. 

Mr. Mason. Mr. Ezelle, I am impressed with your sincerity. 

Mr. Ezetie. Thank you, sir. 

Mr. Mason. And also the knowledge that you have of the condi- 
tions in Kentucky. 

Mr. Eze.we. Thank you, sir. 

Mr. Mason. You confess that you were married at an early age. 
Now I want to confess that I landed in a — community from the 
Old Country when I was 6, and I was the 12th child in a family of 
13 and I lived in a mining community, solely mining, during that 
period. During that period we went through what we called in those 
days the Six Months’ Strike, when we secured the 8-hour day in min- 
ing. That was way back when. So I know something about what 
these children are now going through, because I went through that 
myself. And I have a great deal of sympathy for that kind of condi- 
tion, and it ought to be remedied. 

One of the remedies, of course, would be that we should no tbe tak- 
ing the jobs away from these poor coal miners by the importation of 
oil and coal which is coming into this country today which cuts down 
the jobs of these miners. The miners as a whole, I know, are about 
as independent and about as good American citizens as you will find 
anywhere. That has been my association with them. 

Mr. Ezetie. That is true. 

Mr. Mason. We should attempt to at least do what we can to keep 
their jobs for them as well as to improve this unemployment compen- 
sation. 

That is all, Mr. Chairman. 

Mr. Ezeiie. Thank you, Mr. Mason. 

The Cuamoan. Mr. Watts will inquire, Mr. Ezelle. 

Mr. Warrs. Mr. Chairman, I would like to compliment Mr. Ezelle 
on his fine presentation, the thorough knowledge he has shown of 
his subject, and the way he has handled his presentation before 
the committee. 

Mr. Thank you. 

The Cuamman. Mr. Betts. 

Mr. Berrts. Is Kentucky meeting this situation as a relief problem? 

Mr. Ezerir. We have recently had to drop 850 relief cases in the 
city of Louisville because they did not have the money. 

Mr. Berts. In the State relief program ? 

Mr. Ezetixr. The program I am referring to is the city program. 
They ran out of money, the city and the county, and they did not 

have the money. The State of Kentucky does not have the money 
as arelief program to do the job. 

The Cratrman. Mr. Ezelle, as I have listened to the testimony up 
to this point, it seems that the issue is pretty well drawn, at least 
with respect to one matter here, namely, benefit levels. Representa- 
tives of business contend that a benefit is satisfactory because the 
rise in the benefit payment equals or exceeds the rise in the cost of 
living that has occurred between two dates. Representatives of em- 
ployees look at the matter of benefits and determine whether it is 
adequate or not in relation to the percentage of the benefit of the 
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wage of today compared with the percentage of the benefit of the 
wage when the program started. 

Now you take the position that a benefit cannot be considered ade- 
quate until the benefit is related in proper percentage to the amount 
of wages that are lost at a given time by the person who becomes 
an applicant for unemployment compensation. I am very much in- 
terested in the testimony that may be given before the committee 
in the remaining days of this hearing im justification of one or the 
other of these positions. Very frankly, I think that the program of 
unemployment compensation was established initially to counteract 
to a certain extent at least the loss of the wage at the time an indi- 
vidual became unemployed, not in terms of what the cost of living 
is as of a given time. What are we doing through unemployment 
compensation during this temporary period to compensate for the 
loss of wage that results from the unemployment. 

Now you perhaps have studied this matter in more detail than I 
have. What is the basis for that philosophy being the correct one? 
Can you help me on that point? If you cannot, I think tomorrow 
Mr. Meany will be before the committee and perhaps he can give us 
the basis for this thinking as to why this is the proper approach 
rather than the approach taken by the representatives of management 
who have appeared before the committee. 

Mr. Ezevie. Mr. Congressman, it has always been my understand- 
ing that unemployment compensation at best was to do two things 
for the unemployed worker and his family. No. 1, it was to provide 
him with shelter, in other words keep the rent paid; and No, 2, pro- 
vide for groceries. Those two things, food and shelter, were pri- 
marily sought for then, and to the best of my knowledge that is still 
the picture today. I think we have to take the dollars we were 
getting in benefits then and compare them to the dollars we were 
drawing in wages then and get the percentage of what they were 
making and what they were receiving at that time, and not what 
the percentage is today. 

The Cuarmman. I disagree with you completely on that. 

Mr. Ezetxe. I will leave it to George Meany to paint a different 
picture. I want to ask you one other thing, sir. 

The Cuairman. I imagine Mr. Meany will take a different point of 
view. You are talking about the relationship of benefit to the cost of 
living. You are trying to compensate this individual for the cost 
of groceries and rent, so if the benefit takes into consideration the in- 
crease in cost of living during that period of time, it is satsfactory. 
That is what the representatives of saad have argued before the 
committee. But your initial argument is, as I understand you, that 
the benefit is not satisfactory if it merely reflects the rise in cost of 
living. It should be related to the lost wage percentagewise as of the 
time of the unemployment, which is what I thought the program con- 
templated initially. 

Wen you say that the two purposes of it are to take care of two 
things included in the cost of living, I think you lose me in my think- 
ing as to the original purpose. It is not to compensate for these items 
that. go into the cost of living. Of course, it serves that purpose, but 
sotnalle what we want is in time of depression or periods of. unem- 
ployment to compensate through this program out of these reserves 
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we build up in times of employment for a part of the loss of the wage 
incurred at the time of unemployment. Isn’t that what we want to 
do? And a benefit is not satisfactory that does not do that percentage- 
wise to the point up the ladder that we think is a satisfac- 
tory percentage. 

_ Mr, Ezettz. I would like for us to get 69 percent of the wage today 
in benefits, as we were getting in 1939. i edenit I may have been 
clumsy about getting my point over. 

The Cuarrman. I misunderstood you, then. 

Mr. Yes, sir. 

The Cuamman, The reason I point up this issue is because it is 
very clearly an issue for us to decide, when is a benefit satisfactory? 
When it reflects a certain percentage of the lost wage the percenta 
being satisfactory, or when it merely provides for recognition of the 
increase in cost of living between two fiabes. Business says the latter. 
You are saying, as I thought, the former. 

Mr. Ezetuz. Yes, sir; the percentage of wage. 

The Carman. That is the issue then in determining whether or 
not a benefit is satisfactory. 

Mr. Ezetie. Yes, sir. _ Mr. Alger here was adding cost of liv- 
ing to one, and I did not understand his answer to the other. 

The CHarrman. My point is this. Is it sufficient in viewing 
whether or not a benefit is satisfactory merely to satisfy yourself that 
the benefit has risen in proportion to the rise in the cost of living? 

‘ Mr. Ezetie. Percentage in average earnings, sir, is the way we pre- 
er it. 

The Cuarrman. If you relate it to the cost of living, I dare say that 
almost every State has allowed benefits to go up as cost of living has 
goneup. I think that is the fundamental philosophy behind the bene- 
fit structure within the States. Now is that sg pent the philosophy 
that was intended initially in this program? I want to know, because 
T am led to believe that the initial philosophy was that we were trying 
to replace a certain percentage of the lost wage as of the time the un- 
employment occurs. 

Then we must decide either at the State level or the Federal level 
what is an adequate compensation. 

Mr. Ezetie. Two-thirds would be a whole lot better than the 46 that 
we have. I call your attention, sir, to the fact that back in the thirties 
when this bill was passed there was not the rapid change in the cost 
of living that you have had in the last 10 or 12 years. “Of course, we 
take the position that it should be a percentage of earnings. 

The Cuarman. The point is, why? Because that is the original 
philosophy that we had, that we were trying to compensate for the 
percentage of loss of earnings at the time of unemployment. 

Mr. Ezetze. That is right. 

Mr. Mason. That was the original thought. 

The Cxarrman. That was my understanding of what the 
original thought was. If that is the case, then we must view this 
collection of present benefits not in the light of having a relationship 
to the rise in the cost of living, but whether or not their relationship 
percentagewise is today proper to the wage that is lost. 

Mr. Ezetix. I do not have a great deal of faith in the consumers 
price index figure because it leaves out taxation increases, and I never 
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want to stick closely to the cost of living. We get hurt when we do 
that. The only time we get more is when the money is worth less. 

The Cuarrman. I think this is the issue that we need to have some 
more information on from some other witnesses as they come before 
the committee, which is the proper cost and why. Thank you, sir. 
You have been an outstanding witness and we appreciate your buying 
that plane ticket and coming to appear before us. 

Mr. Ezetizx. Thank you, sir. 

The CuarrMan. Our next witness is Mr. Sam H. Field. 

Mr. Field, please come forward and identify yourself for this record 
by giving your name, address, and capacity in which you appear. 


STATEMENT OF SAM H. FIELD, ON BEHALF OF THE COMMITTEE 
ON SOCIAL SECURITY LAWS, OF THE MID-CONTINENT OIL & GAS 
ASSOCIATION, TULSA, OKLA. 


Mr. Frevp. Mr, Chairman, members of the Committee on Ways and 
Means, my name is Sam H. Field. I reside in Dallas, Tex., and am 
an attorney by profession. In appearing before you today I represent 
the Committee on Social Security Laws of the Mid-Continent Oil & 
Gas Association, one of America’s oldest and largest producer organ- 
izations. 

The Mid-Continent Oil & Gas Association with general headquar- 
ters at Tulsa, Okla., is an oil trade association with approximately 
8,500 members. It represents all branches of the petroleum industry 
and more particularly the majority of the oil and gas producers in the 
States of Alabama, Arkansas, Tilinois, Kansas, Louisiana, Missis- 
sippi, Oklahoma, and Texas. Within the borders of these States 
three-fourths of the Nation’s natural gas and over two-thirds of the 
Nation’s crude petroleum is produced and around one-half of the 
Nation’s petroleum products are refined. 

May I suggest that for a few minutes we think together about 
people, pay, and places. 

The people are workers who need the protection afforded by unem- 
ployment benefits. 

The pay is unemployment compensation pay for people while they 
are temporarily out of a job, through no fault of their own. 

Places refer to the States where these people live. 

I believe the following questions may be of helpful guidance in 
our thinking together about these matters. 

I. What is the posi of our association on unemployment com- 
pensation generally? What is the problem? What is the plan? 
What do we propose ? 

Il. What is the position of our association on unemployment com- 
pensation generally ? 

Certainly our association is not opposed to the concept of unem- 
ployment compensation. We recognize and accept it as an estab- 
ished part of the American business and government scene. The 
cost of such a program has become an accepted part of the cost of do- 
ing business. 

Ve cooperate with the various State unemployment agencies, fur- 


nishing required and requested information, making appearances at 
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unemployment compensation hearings, and assisting and encourag- 
ing the improvement of State unemployment compensation laws. 

Our association members because of concern for their people have 
what I think is a well-earned reputation for stable employment. 
When you stop to consider the very definite fluctuating demands and 
calls on this industry, this record of stabilized employment becomes 
truly significant. 

Our association members pay their people aes wages and provide 
satisfying fringe benefits. We have gone a long way toward estab- 
lishing, if you will, private unemployment security programs as one 
phase of a long list of benefit programs whereby our people can pro- 
vide their own protection against economic disaster. 

- We still believe in the old philosophy of self-help as the best way 
to preserve a workingman’s dignity and integrity; but we recognize 
that all people are not perhaps as well insulated as ours against these 
economic perils. Dignity and integrity can become mere empty 
words to a man out of work with a family to care for. We are, 
therefore, willing to and do participate in the development of State 
unemployment compensation programs and freely subscribe to the 
proposition that benefits provided should be adequate for local needs. 

At the same time, our association members are very opposed to an 
giveaway programs which do not satisfy definite social needs. We 
welcome the opportunity to pay our fair share of any cost, but we do 
not want to pay for the benefits that other groups in business receive 
and should pay for themselves. There is a gasoline pump and a 

uart of motor oil pretty close to the lives of every human being in 
this country. We are a nation on wheels and for business reasons, 
if for none other, we like to see those wheels keep turning. 

An ideal condition for everyone is, of course, stabilized employ- 
ment. ‘To achieve this ideal condition is or should be the aim of all of 
us, whether in business, in labor unions, or in government. We think 
that vast strides have been taken through the joint efforts of man- 
agement and labor toward this goal of obtaining reasonable con- 
tinuity of employment for those of our working force who are actively 
seeking work. We do not think it would help us to get there faster 
to make it more attractive for an unemployed worker to wait rather 
than to go after another job. 

III. What is the problem? 

Legislative measures have been introduced and are now before this 
House Ways and Means Committee, which would have Congress find 
that the State unemployment compensation systems have failed to 
produce desired and necessary results, and that benefit payments re- 
ceived by the claimants are inadequate to provide even the basic ne- 
cessities of life. 

The problem then is to determine whether these allegations of the 
States’ failure in this field are, in fact, true. 

IV. What is the plan? 

Some of these proposed measures would attempt to correct the 
alleged inadequacies by setting up minimum Federal standards with 
reference to amounts of unemployment compensation benefits and 
duration periods. The philosophy apparently is that if the States 
won’t do it, Washington will. 

V. What do we propose ? 
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We suggest to you gentlement that the States should do the job, 
can do it, are doing it, and that further intervention by the Federal 
Government is not only unwarranted but is highly undesirable. _ 

Facts available indicate that State aaeanplogment compensation 
benefit payments through the years have increased by amount and 
also duration. For example, unemployment compensation benefits 
in 1958 could buy 88 percent more than the payments could buy in 
1939. In this it represents an increase of more than $8 in purchasing 

wer. For example, from 1939 to 1958, the consumer price index 

ad a 108-percent increase. In actual dollars the average unemploy- 
ment compensation benefits increased 186.6 percent, and measuring 
that in 1958 dollars the increase was 38 percent. The average unem- 

loyment compensation benefits have kept pace, or even exceeded 
increases in expendable wages since 1939 for three-fourths of all the 
beneficiaries. This would be even more if you would consider Fed- 
eral, State, and local taxes. 

Nearly 60 percent of the beneficiaries in a current week at the 
present time receive half or more of gross wages in unemployment 
compensation benefits. Nearly 70 percent receive half or more of 
their after-Federal tax pay. Nearly 80 percent of workers are located 
in States where 26 weeks or more of unemployment compensation 
benefits are available to unemployed workers with substantial work 
history. 

These facts suggest that the States have been doing an adequate job 
in meeting the purpose of State unemployment compensation. Even 
assuming that some States may have lagged a little, is it a fact that 
States have refused to consider improving their unemployment com- 
pensation laws with reference to increasing benefits and duration 
period? I think the answer is definitely “No.” The year 1959 is 
expected to bring unprecedented increases in unemployment compen- 
sation benefits. Among the 44 States whose legislatures meet in this 
odd-numbered year increases in weekly benefits, many substantial, are 
expected in at least 30 States, and increases in maximum duration of 
benefits in at least 25. This means that States will continue to meet 
oy in many instances will exceed the Presidential recommendation 
of 1959. 

As actual proof of this, already 11 States have increased maximums 
in duration, 2 States to 24 weeks, 4 to 26 weeks, 4 beyond 26 weeks, 
and 1 with the provision for an emergency extension of duration 
triggered by a measure of high unemployment. Ten States have 
already increased weekly benefit amounts with escalator provisions in 
three of these States, 

Admittedly there are disparities among the States—that really says 
no more than that States are different. 

These differences will continue to exist regardless of any attempt 
by Federal standardization to alleviate them. You and I know that 
living costs and conditions are very definitely different from State to 
State; certainly the cost of impact of being unemployed will vary in 
the same manner. Why should each State not be left with the au- 
thority and incentive to face its own needs and provide in its best 


judgment for such needs? 


Gentlemen, by way of summary, may I suggest that in our business 
we are as closé to employment and unemployment as that corner 
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service station. We submit that the charge of failure leveled at the 
States is not well founded, that there is no need for the plan of addi- 
tional Federal standards, and that the States are doing and will con- 
tinue to do an adequate unemployment compensation job. We pledge 
ou the interest and efforts of our association to continue helping 
improve State unemployment compensation laws. 
n appearing before you today, I represent the committee on social 
security laws of the Midcontinent Oil & Gas Association. 

The Cuarrman. Mr. Field, we thank you, sir, for your appearance 
before the committee and for bringing to us the views of your organ- 
ization. 

Are there any questions of Mr. Field ? 

Mr. Axcrer. I have no questions, but I want to welcome a fellow 
Dallasite here. We are glad to have you here and I appreciate your 
statement. 

Mr. Frevp. Thank you, gentlemen. 

The CrHarrman. Our next witness is Dr. Eveline M. Burns. 

Dr. Burns, will you please identify yourself for this record by 
giving us your name, address, and the capacity in which you appear! 


STATEMENT OF PROF. EVELINE M. BURNS, NEW YORK SCHOOL OF 
SOCIAL WORK, COLUMBIA UNIVERSITY, ON BEHALF OF THE 
NATIONAL CONSUMERS LEAGUE 


Dr. Burns. I was for many years a member of the graduate depart- 
ment of economics at Columbia University and am a past vice presi- 
dent of the American Economic Association. I have been closely 
associated with the development of our social security program since 
1934, as a staff member of the Committee on Economic Security, as 
a consultant to the Social Security Administration, and in recent 
years also as a member of the Federal Advisory Council on Employ- 
ment Security where I serve as chairman of its legislative committee. 
I am the author of several standard books in the field of social security, 
and am the immediate past president of the National Conference on 
Social Welfare. 

I am testifying today on behalf of the National Consumer’s League. 
I am a member of the league’s national council. The league has the 
honor of being one of the earliest organizations to campaign for an 
adequate unemployment insurance program. The league is composed 
of citizens from all walks of life who believe that consumers have 
the responsibility and the power to eliminate depressing working and 
living conditions. The members of the league believe that the safety 
of the whole Nation is threatened when these conditions are permitted 
to exist for any group. Because of its concern with the health, safety, 
and economic well-being of the Nation as a whole, the league has 
fought during its 60-year history for the enactment of socially bene- 
ficial legislation that would raise working and living standards 
throughout the country. 

In our testimony today we would like to address ourselves to three 
matters: 

The need for improvement in the State laws, the urgent need for 
Federal standards and, finally, the nature of some of the substantive 
provisions of the bill. 
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We have prepared some technical comments on certain provisions 
which we think might be strengthened so as more certainly to achieve 
the basic purposes of the bill and these we have transmitted to its 
introducers and to your office, Mr. Chairman, for consideration by 
your committee when it takes up detailed provisions. 


I. THE NEED FOR IMPROVEMENTS IN UNEMPLOYMENT INSURANCE 


The National Consumer’s League strongly supports H.R. 3547, 
establishing Federal benefit standards in unemployment insurance and 
for a very simple reason: we see no other way, short of federalization 
of the aa program, by which the objectives of this program can be 
attained. 

The purposes of unemployment insurance are twofold: 

1) To protect individuals and families from the deprivation 
that follows involuntary unemployment of wage-earners; and 
(2) To contribute to the stability of the entire economy by re- 
placing a sizable proportion of the loss of purchasing power that 
results from unemployment. 

With your permission, Mr. Chairman, I would like to depart from 
my statement at this moment to take a shot at answering the question 
you raised as to whether it should be 50 percent of the wage as an ob- 
jective or 50 percent of something based upon minimum needs and 
cost of living. 

We Bans g thoroughly agree with your view, as I understood it, that 
the objective was 50 percent of wages, and I think the emphasis on 
wages was for two reasons. First, to get away from any kind of re- 
lationship to need and the needs test, which inevitably you get into 
if you start saying, “Is this amount of money the cost of living? Is 
the amount of money sufficient to meet. basic needs?” I think we were 
trying to get away from that to give people something as a right with 
some relationship to their wages. It makes a great deal of sense to 
say it should keep pace with wages, because as living standards have 
improved in this country workers naturally take on very many more 
commitments because of their higher wage earnings, therefore they 
need more money, money in absolute terms, than they needed 20 years 
ago when they had not committed themselves so much for house pur- 
. Brits rent, and other things which are part of the American standard 
of living. ‘ 

The eened reason I think, sir, why it was that we emphasized wages 
was because of this second objective, unemployment insurance con- 
tributing to stability. 

If it continues to the stability of production and of the general level 
of the economy, then we need to peg it to wages, because it is only in 
that way that we can be sure that when wages stop there is a sizable 
replacement of wages for economic stability. 

f I may now go back to my statement, the Federal-State unem- 
ployment insurance system has not been in operation almost a quarter 
of a century, but despite much amendment to the State laws, almost 
nowhere does the system come near to attaining these objectives in 
any realistic sense. 

a) Coverage: As of the end of 1958, 15.3 million workers were 
denied the benefits of the system because they were either employed 
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by firms with less than four employees or by nonprofit corporations 
or State agencies and the like. Even were the bill to be enacted, several 
million workers would still lack protection. 

While the terms and conditions of employment of workers in agri- 
culture and domestic service’ may argue for some delay in covering 
them by unemployment insurance, no objection can be made against 
coverage of workers in small firms, nonprofit corporations, and State 
employees. 

6) Benefit amounts: As of the end of 1958, maximum benefit 
amounts were still so low, in spite of State action, that nationally 
about one-half of the claimants were receiving the legal maximum 
rate, and in three States 80 percent or more of all claimants were 
drawing benefits at the maximum rate. This situation has two 
results : 

First, it makes a mockery of our stated policy of providing wage- 
related benefits. With so large a number of beneficiaries drawing the 
maximum we are approaching a flat rate system. If this is what we 
want we could dispense with the costly and complicated system of 
keeping records of earnings. But we are sure that this is not what 
the Nation wants. It seeks a system where benefits reflect differentials 
in earnings and to assure this, the legal maxima must be increased to 
— pace with rising wages. 

ven more important is the second effect of the present low maxi- 
mum in most States. They operate to prevent a large number of 
claimants from drawing benefits equal to even the modest 50 percent 
of wages which seems by general agreement to have been, and to be, 
the benefit objective. 

At the end of 1958 there were only 6 States with 4 percent of the 
covered workers where the maximum weekly benefit was 50 percent 
or more of the average weekly wages of covered workers and in 13, 
accounting for 34 percent of covered workers the maximum was as 
low as 40 percent. In consequence, a sizable number of the benefi- 
ciaries were prevented from drawing benefits equal to half their 
previous ering? and for the country as a whole, benefits averaged, 
in 1958, only little more than a third of average weekly wages in 
covered employment. 

It is difficult enough for a family to get by during unemployment 
when benefits are equal to half their previous wages, and in passing, I 
should like to say that that missing 50 percent of one’s wages leaves 
pid of room for the self-help that people lay so much stress upon. 

et we are not assuring even this much protection. 

Studies of the experience of beneficiaries in recent periods in six 
States, have shown that in none was the average weekly benefit of the 
unemployed head of a four-member family sufficient to cover the 
family’s weekly expenses for food, shelter, utilities, and medical care, 
let alone other expenses such as household operation or clothing, and 
in three of the areas the same was true of single claimants. And in 
five areas 75 percent of these claimants were entitled to the maximum 
weekly benefits under their State law. 

(c) Benefit duration: To the unemployed worker the duration of 
his benefits is a important as their amount. Yet even during the 
prosperous years 1954-56 over a million workers exhausted benefits 
annually. 
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For the Nation this represented about a quarter of all beneficiaries, 
but in some States the proportions were much higher. In 1956 for 
example, when exhaustions nationally were lowest, in 17 States the 
proportion exhausting ranged from 30 to 41.3 percent. 

Studies in 16 States showed that from 23 to 57 percent of the ex- 
haustees remained unemployed 4 months after exhaustion of benefits. 
At that time the average duration for which they had drawn benefits 
was slightly more than 20 weeks. 

Even in such a State as New York, which provides 26 weeks uni- 
form duration, and where consequently the exhaustion ration was far 
below the national average, 27 percent of the exhaustees were still out 
of work 4 months after benefits stopped. Despite this obvious failure 
of the system to provide for the needs of the unemployed in so-called 
normal times, the average potential duration of benefits in these years 
was not increased above 23 weeks for the Nation as a whole while in 
18 States it remained below 20 weeks. 

The more serious inadequacy of these short benefit durations is, of 
course, revealed in periods of recession. During the 12 months end- 
ing September 1958 the exhaustion ratio rose to 29 percent nationally 
and was above 40 percent in 7 States and above 25 percent in 38 States. 
Even the additional weeks of benefit made available through the tem- 
porary unemployment compensation program have not proved ade- 

uate. 
: Through October last year 400,000 beneficiaries had exhausted their 
TUC benefits which on the average had extended their benefit dura- 
tions to about 32 weeks. 


Il. WHY FEDERAL STANDARDS ARE NECESSARY 


Opponents of Federal unemployment insurance benefit standards 
use three types of argument, none of which, in the opinion of the 
National Consumer’s League, has any validity. 

In the first place Federal standards are objected to on principle. 
It is asserted that the operation of unemployment compensation laws 
is a matter solely for State policy and that the Federal Government 
has no right to interfere in such Seate-operated program. 

To this we would most vigorously counter with the assertion that, 
on the contrary, the Federal Government has a vital interest in un- 
employment insurance policies. It has long since accepted a responsi- 
bility for the well-being of the unemployed, not only through the pas- 
sage of titles III and Tx of the Social Security Act in 1935 which 
brought into being the Federal-State employment security program 
with its accompanying Federal standards, but more recently by the 
enactment of the Temporary Unemployment Compensation Act of 
1958. The pve of this country look to the Federal Government to 
safeguard their welfare and the Federal Government cannot but be 
responsive to this demand. 

Second, the Federal Government in 1935 ceded to the States access 
to a 2.7-percent: payroll tax in the expectation that this richly yield- 
ing revenue source would be used to provide for the needs of the un- 
employed. If the States fail to use these funds for the purpose of 
setting up an adequate program and merely pass tax savings on to 
employers the Federal Government cannot remain unaffected or un- 
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concerned. For people will no longer take uncompensated unemploy- 
ment lying down. 

In the last resort, if the State unemployment insurance systems do 
not meet the needs created by unemployment, the Federal Govern- 
ment will be forced by public pressure to take over the residual re- 
sponsibility and the less adequate the State systems, the greater will 
be the burden on the Federal taxpayer. In giving up access to the 
2.7 percent payroll tax to the States the Federal Government thus 
has the right to define the purposes for which the States are given 
this revenue source and the proposed Federal standards would accom- 
»lish this. 

Third, we would argue that the Federal Government has _ been 
charged, under the Employment Act of 1946, with assuring high levels 
of employment. It is generally recognized that an adequate unem- 
ployment insurance system is a major stabilizing element through its 
contribution to the maintenance of purchasing power. Indeed it is 
often described in economic literature as a built-in stabilizer. But if 
the States fail to use the yield of the payroll tax to assure at least a 
minimally adequate system in terms of both benefit amounts and dura- 
tion so that, as now the system replaces barely a quarter of the wage 
loss incurred by the unemployed, the system is not making its full con- 
tribution toward economic stability and the task of the Federal Goy- 
ernment becomes that much harder. Here again the Federal Govern- 
ment cannot afford to be indifferent to what the States are doing. 

In fact, we doubt whether anyone seriously opposes Federal stand- 
ards on principle, but only those standards which appear to be against 
their own interests. 

We note, for example, that some of those who are against Federal 
benefit and duration standards also oppose another of the provisions 
of H. R. 3547. This is section 4(b) which would make it possible for 
States to reduce tax rates across the board uniformly for all employers 
should they find that an adequate program could be financed by an 
average tax rate lower than 2.7 percent. Here is a provision that 
would actually remove a Federal control, for at present the only way 
a State can lower its average tax rate is by instituting some form of 
differential tax reductions through an experience rating system. Yet 
some of the very people who shout loudest about Federal restrictions 
on the right of the States to do as they please, are opposing an amend- 
ment that would actually extend State freedom. The reason is, of 
course, not far to seek; the present provisions act as a powerful 
pressure to maintain experience rating and some States, if given the 
freedom proposed in the bill, might decide to lower their average tax 
rates by an across-the-board reduction rather than by experience 
rating. 

A second type of objection raised by opponents of Federal standards 
is that their enactment will unjustifiably interfere with the freedom 
of action of the States. But the minmium standards proposed in the 
bill will in no sense act as a straitjacket, for they are minimum stand- 
ards only; there is nothing to stop a State which so desires from pro- 
viding more generously for its unemployed. In each case the stand- 
ards are written in a form that will avoid the necessity for continuous 
congressional revision; in particular, it is especially noteworthy that 
the provisions relating to the maximum benefit have been so defined 
as to avoid the use of dollar figures. 
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All that these standards, and we would emphasize this, do is to 
define the least that the unemployment system should provide if its 
basic objectives are to be assured. They will act as a necessary safe- 
guard for our national objectives in a system which permits the 
operation of experience rating. For our experience-rating provisions 
permit the adoption of formulas that make it possible for a State to 
offer lower rates to its employers as much by operating a restricted 
and illiberal system as by encouraging employers to minimize insta- 


bility of employment. 
It is highly significant, in this connection, to observe from the il- 
luminating tables inserted into the record by Con man Machro- 


wicz on January 29, 1959, that of the 12 States with the lowest tax 
rates (less than 1 percent of payroll) all save one exhaustion ratios 
in excess of the national average and three have over 40 percent 
of workers exhausting benefits. With two exceptions the average 
duration of benefits of exhaustess was 19 weeks or less (in 4 cases, 
14 weeks or less). Half of them have failed to make available any 
extended benefits. Six of them, have maximum benefit amounts that 
are less than 40 percent of average weekly wages and only one has 
less than 40 percent drawing the maximum, while 2 have 80 percent 
or more of all beneficiaries drawing the maximum benefit. 

It is evident that in these States the low tax rates have been 
achieved not by operating an adequate program and i mao | unem- 
ployment, but by limiting the assistance given to unemployed families 
and individuals. It is this kind of deterioration of the system which 
minimum Federal benefit and duration standards would avoid, and 
it is ie kind of situation which makes Federal standards indis- 

nsible. 

The third line of argument by those opposed to enactment of Fed- 
eral standards takes the form of an assertion that there is no need for 
Federal standards because the States are already dealing adequately 
with the problem. This was a point made by Mr. Williamson yester- 
day and by other witnesses. 

We suggest that the figures we have already cited to you regarding 
benefit amounts and duration are sufficient disproof of this assertion. 
It is true that the State laws have been sroqnently amended. The 
point is, they have not been amended drastically or frequently. 

I am reminded of the arguments that sometimes occur in examina- 
tion rooms in universities, where in defense of a candidate who has 
failed miserably to make a passing grade, it is argued that he ought 
nonetheless to a passed because he is so much better than he was 
when he first came to college. Actually even this argument cannot 
be used in defense of some of our State laws which are worse than 
they were in 1939 (for example, in regard to the maximum benefit 
expressed as a percentage of wages). But even allowing for the fact 
that others have become more adequate than they were in 1939 they 
all started off from a very low level of adequacy and very few of them 
have yet reached the passmark. 

Nor can the States claim that the need for making their systems 
more adequate have not been brought forcibly to their attention. 
Quite apart from the urging of labor and welfare secure within their 
own borders, the States have been exhorted by the Federal administra- 
tion and by the President to improve their programs. Yet despite 
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annual urgings by the President in his Economic Reports from 1954 
onward, little of significance has been done. 

Up to the end of 1958 the ratio of benefits to wages has remained 

ractically static, while average potential duration has increased by 
ittle more than 1 week. We submit that 20 years is an adequate 
period for testing any theory, and that experience since 1939 has 
shown that without Federal standards, State operation will not insure 
the kind of unemployment insurance system that the Nation needs, 
And it is no answer to this conclusion, to cite the example of one or 
two States like Massachusetts or New York, which admittedly operate 
more adequate programs. The Congress, in establishing national 
policies, must be concerned with the situation throughout the Nation 
as a whole. 


Ill. COMMENTS ON SPECIFIC PROVISIONS OF THE BILL 


(1) We welcome the extension of coverage to employers of one or 
more. But as a nonprofit corporation we regret that the opportunity 
has not been taken to extend coverage to employers in our own cate- 
gory. We see no reason why nonprofit corporations should be in a 
position to force their employees to subsidize their own operations, 
which is what happens when they are not assured the protection 
against interruptions of income available by law to employees of 
almost all other concerns. We urge inclusion of employees of non- 
profit corporations. 

(2) The proposed maximum benefit standards are essential if the 
majority of beneficiaries are to be assured even a modest 50 percent 
of previous wages. Studies in various States have shown that even 
with a maximum benefit equal to two-thirds of the earnings of covered 
workers, from 6 to 29 percent would still receive less than one-half of 
their former earnings, the average being about 17 percent. Hence 
the two-thirds figure is by no means too high. 

(3) We believe that the proposed uniform duration of benefit of 39 
weeks is a realistic measure in the light of everything we know about 
the nature and duration of unemployment and everything we believe 
about the objectives of unemployment insurance. To permit unem- 
es a workers to draw benefits for 39 weeks would reduce the shock- 
ingly high percentage of exhaustions in normal times to more reason- 
able proportions. 

It must not be forgotten that even in prosperity, little “recessions” 
are constantly occurring in individual industries or areas while some 
individuals, because of age or other characteristics, are unable to find 
reemployment through no fault of their own. And in periods of 
recession such a longer duration period would enable the system to 
make a truly significant contribution to the maintenance of family 
stability and to mass purchasing power and would avoid the necessity 
of hurried enactment of emergency measures of the kind we have 
experienced in the last year. 

(4) We are glad to see that the bill embodies eligibility standards. 
In their absence a State might liberalize its benefits and duration 
provisions but apply such restrictive eligibility requirements that 
relatively few workers would profit from the liberalizations. And we 
are in favor of a standard that runs in terms of 20 weeks of employ- 
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ment or its equivalent, for with more liberal benefit provisions the test 
of attachment to the labor market must call for a substantial amount 
of recent nig Saka ee 20 weeks is not too much. To raise the 
figure much beyond this, however, would exclude too many genuinely 
unemployed workers. And it must be remembered that the measure 
of labor market attachment is only one of the devices for excluding 
from benefits the worker whose unemployment is not involuntary. 
Even more important are the administrative controls. 

From this point of view we are glad to see that the bill appears to 
make provision for more — appropriations for administrative 
purposes, for in the past we believe that effective administration of 
the program has been hampered by inadequate appropriations. 

(5) We support the provisions in the bill for Federal grants to the 
States in specific circumstances. Since the incidence of unemploy- 
ment among the States is uneven, such a measure to equalize the tax 
burdens of the States with unemployment above the average is a logi- 
cal accompaniment of a policy of enforcing minimum benefit and 
duration standards. 

And since over the years some States appear to be consistently 
harder hit by unemployment than others, a policy of grants makes 
much more sense than one offering loans whose ultimate repayment 
may be problematical and which would in any case impose a perma- 
nently heavier burden on employers in the borrowing States. 

In summary, we favor Federal standards as the only way of secur- 
ing the objectives of unemployment insurance in a State-operated 
program, and we urge speedy enactment of the bill now under con- 
sideration. 

The Cuarrman. Dr. Burns, we thank you very much for your very 
fine discussion of the bills before the committee. I think you have 
made as good a presentation of this case as my good friend from 
Michigan, one of the authors of the bill, could make. You have been 
very convincing in your paper. 

Mr. Machrowicz will inquire. 

Mr. Macurowicz. I absolutely concur with your statement, Mr. 
Chairman. I think you have made an excellent presentation of the 
case, and if I were to need any convincing, I am sure that that would | 
have convinced me. . 

I want to thank you personally also for the offer of also conveyin 
to us certain technical amendments which we as sponsors of the bil 
will be most glad to have from you because we realize that you have a 
very fine knowledge of the subject matter, and particularly do I want 
to. say that your testimony is very important to the committee because, 
so far, we have been hearing from the employers and the employees 


and this is, so far as I know, other than the voice of the Governors 


and mayors, the first time we have heard from the consumers, and I 
think their viewpoints are tremendously important in considering this 
legislation. Iwanttothank you very much. 

The Cuairman. Are there any further questions? 


We thank you again, Dr. Burns, for coming to the committee. 
Dr. Burns. Thank you for the courtesy. 
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(The following letter was received by the committee :) 


NATIONAL CONSUMERS LEAGUE, 
Washington, D.C., April 9, 1959. 
Hon D. 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHarrMAN: The National Consumers League which is testifying 
in favor of H.R. 3547 at the current hearings, would like to draw your atten- 
tion to certain technical matters which, if corrected, would we believe, cause the 
bill more surely to attain its stated objectives. 

(1) We believe that the insertion of the word “covered” before “employees” 
in line 3, page 3, would clarify the criterion proposed—and avoid misunder- 
standings. Since not all wage earners are covered, the objective of ensuring that 
the vast majority of beneficiaries receive benefits equal to at least 50 percent of 
their previous earnings would be more certain of attainment if the maximum 
were related to the wages of covered workers in the State. 

(2) The eligibility provisions of section II (10) are not wholly consistent. 
We assume that the intent is to provide a maximum earnings requirement 
roughly equivalent to 20 weeks of earnings, which, as we have indicated in our 
testimony, is a reasonable standard in view of the liberalized benefits which the 
bill would make available. But to provide, as an alternative, that in States 
using as their measure a multiple of the amount of the individual’s weekly 
benefit, this multiple shall be 30 (line 10, page 4), is in effect to set a maximum 
of 15 weeks of work for such employees (since the benefit is expected to be 
roughly half the normal weekly earnings). We suggest changing the multiple to 
40 times to avoid discrimination between workers in different States whose eli- 
gibility happens to be defined technically in different ways. 

(3) While welcoming the provision for grants to States (in place of loans) 
we have some questions about certain of the specific provisions. First, the 
proposal to make grants available for any quarter in which the State’s balance 
fell below the qualifying level will discriminate unfairly between different States 
because of their differing experience with unemployment over the four quarters. 
Thus with two States with identical amounts of unemployment averaged over the 
year, one which has an unusually high concentration in one quarter (such as 
Alaska) would be in a position to charge a large part of their total unemploy- 
ment load onto the Federal funds, whereas a sister State with unemployment 
spread equally over the entire year, might at no time be eligible for a grant. 
This arrangement for granting loans on the basis of quarterly experience may 
also therefore have the effect of loading a great deal of seasonal unemploy- 
ment on the Federal fund. 

It should also be noted that the making of grants on the terms set out in sec- 
tion 1201(a) (4) page 12, if it be done on a quarterly basis, will occasion great 
administrative difficulties and, it would seem, that the measure of the grant as 
proposed in this section might well result in unduly large grants to States in 
the last fiscal quarter. For typically taxable wages in the last quarter are much 
lower than in earlier quarters because for many workers taxes will have been 
paid up to the taxable limit on earnings during the earlier quarters of the year. 
Hence, to determine the amount of the grant by deducting the yield of 2 percent 
of taxable wages in the quarter for which a grant is made, from the actual com- 
pensation paid in that quarter, will make it almost certain that grants in the 
re quarter will be unduly large. Here again, an annual basis would be prefer- 
able. 

Second, we question the wisdom of requiring, as a condition of eligibility, that 
the State minimum rate of contribution be not less than 1.2 percent, for this 
seems to us to be much too low. If the State finds that its fund is becoming en- 
dangered or likely to fall to the levels set out in section 1201(a) (1) of the bill, 
why should it not be required to have levied an average rate of contribution of 
2.7 percent? We do not see why the grant provisions should come into effect 
if States have failed to make full use of the 2.7 percent payroll tax made avail- 
able to them through the Federal tax-offset provisions. 

Third, we are concerned that there appears to be no provision for appropria- 
tions to cover the cost of the grants. On page 14, there is a reference to 
interest-free loans to the Federal unemployment account. Presumably it is 
anticipated that at some time these advances will be repaid from the fund. 
But this seems highly problematical. The bill would require the payment of 
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higher benefits and longer durations, for the payment of which most States will 
probably have to raise their tax rates nearer to the 2.7 percent level. Admin- 
istrative costs are steadily rising so that it is unrealistic to expect that the fund 
will be enriched by surpluses from the yield of the 0.3 percent of payroll tax 
retained by the Federal Government. Nor can the authority for appropriations 
granted in section 301 be utilized for this purpose, for this authorization ap- 
pears to be limited to expenditures for administration. We would like to see 
consideration given to an increase in the tax base which is already far out of 
line even with the tax base of OASDI, or for an increase in the tax base at the 
latest when the outstanding advances exceed some agreed limit. 

(4) We note that on page 10, line 18, there is a reference to “section 1202(e),” 
but we fail to find any such section in the amending act, or in the existing legis- 
lation. Should the reference not be to section 1201(e) ? 

We trust these comments may be of help to the committee in considering the 
more technical aspects of the bill, with whose general principles and objectives 
we are, as we have stated in our testimony, wholeheartedly in accord. 

Yours faithfully, 
EVELINE M. Burns. 

The CHarrmMan. Our next witness is Mr. Theodore J. Krauss. 

Mr. Krauss, will you identify yourself for this record by giving 
us your name, your address, and the capacity in which you appear? 


STATEMENT OF THEODORE J. KRAUSS, EXECUTIVE VICE PRESI- 
DENT, ASSOCIATED INDUSTRIES OF MISSOURI 


Mr. Krauss. Mr. Chairman and members of the committee, my 
name is Theodore J. Krauss. I am executive vice president of the 
Associated Industries of Missouri. My office is located at 2031 Rail- 
iy Exchange Building, St. Louis. 

ur association, which is a statewide organization of business and 
industrial firms, also maintains offices at 1517 Commerce Building, 
Kansas City, and 220a Madison Street, Jefferson City. About 70 
percent of our members are manufacturers who represent about 85 
percent of the manufacturing payroll in the State. 

The Associated Industries of Missouri has been actively interested 
in the unemployment compensation system since prior to its estab- 
lishment in 1937. Before that date, committees of members met to 
discuss the development of a sound State law under the Federal- 
State program enacted by the Congress. 

We have followed the administration and have taken part in the 
legislative development of the law ever since its enactment. We are 
vitally interested in preserving the integrity of the State laws, and 
for that reason I am here to oppose the enactment of any Federal 
standards legislation such as that encompassed by H.R. 3547, H.R. 
3548, or any other bill. ; 

The proposals being considered by this committee, which are de- 
signed to establish Federal standards for the amount and duration 
of benefits with which all States would have to conform would, in 
effect, result in the complete federalization of the unemployment 

I do not desire to indulge in a detailed discussion of the Missouri 
law or the numerous ramifications and technicalities involved in the 
administration of this program. To us it seems that the most im- 
portant issue before this committee involves the principle as to whether 
the Congress or the State legislatures of the various States shall 
determine who shall get what benefits and how long. 
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The original concept of this program was that the States could 
best determine the needs of their particular localities. We believe 
that concept should be maintained. We are opposed to federalization 
of the program. 

Our Missouri law has from the beginning contained a declaration 
of policy (sec. 288.340.3) that the State division of employment se- 
curity itself shall make every proper effort within its means to oppose 
and prevent any further action which would, in its judgment, tend 
to effect complete or substantial federalization of the unemployment 
compensation fund of this State, or of the States generally. 

We in Missouri believe that our State legislature is capable of 
determining, without the use of Federal standards as a guide and a 
mandate, the benefit amount and duration which best suits the economy 
of the State of Missouri. 

As a matter of fact, our State legislature is doing so at the present 
time, as I shall more fully point out in a subsequent part of this state- 
ment. We feel that Federal benefit standards would not. be in step 
with the economy of any State, except by coincidence. States differ. 
The common interests within each State’s boundaries were largely 
sempessiate for the establishment of those boundaries in the first 
place. 

Last year the Congress enacted what is known as the temporary 
unemployment compensation program. The Associated Industries of 
Missouri at that time did not believe that such a program was neces- 
sary or desirable for Missouri. I appeared before the Senate Finance 
Committee to speak in opposition to that proposal. The law was 
enacted and 17 States saw fit to avail themselves of its provisions. The 
State of Missouri did not. 

The Honorable James T. Blair, Jr., Governor of our State, declined 
to call a special session of the legislature because in his judgment the 
use of F sera! funds was unnecessary and at His judg- 

ment was proved correct. No one in Missouri, which has a widely 
diversified economy, was reported to have suffered because of the 
State’s declination to accept the terms of the Federal Temporary 
Unemployment Compensation Act. 

As a matter of fact, when a relief program for the distribution of 
surplus foods was commenced in the city of St. Louis it took quite a 
selling job to dispose of the surplus available, and the qualifications 
for eligibility to participate in the program were relaxed several times 
in order to induce more people to take advantage of the program. 

Since 1948, Missouri has had only 3 quarters out of 44 in which State 
unemployment has exceeded 6 percent. One of these quarters was in 
1950 and the others were the first two quarters of 1958. 

During the calendar year 1958, State unemployment compensation 
benefits in Missouri amounted to Tata 350 million. At the 
end of the year our reserve fund had been reduced but still stood at 
approximately $204 million. The Missouri reserve fund is in a sound 
fiscal condition, the economy is moving upward, those persons regu- 
larly attached to the labor force but temporarily unemployed have 
been adequately provided for, and will continue to be provided for 
under our State program. , 

Although I have said above that I did not want to get into the details 
of Missouri law, I think it is necessary for the purpose of this state- 
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ment to take a look at the benefit program as it has developed under 
the Missouri law. 

When first enacted, the law provided a $15 weekly benefit maximum 
and a 12-week maximum duration period. To ay the maximum 
weekly benefit is $33 and the maximum duration is 26 weeks, and 
contrary to some of the statements which have been made concerning 
the inadequacy of the progress which has been made in State programs, 
the purchasing power of the average weekly benefit check in Missouri, 
adjusted for the increase in the cost of living, is actually 53 percent 
more than it was in 1939, 

I previously stated that the Missouri Legislature was at the present 
time considering a further liberalization of the Missouri benefits. The 
Missouri Senate has already passed Senate bill 168, which increases 
the maximum weekly benefit to $38 and establishes, without any resort 
to any Federal aid or Federal loan, a 50 percent extension of the 26- 
week duration period when unemployment in the State exceeds 6 per- 
cent for 6 consecutive weeks. 

The average weekly wage in Missouri for the last yay ending 
June 30, 1958, according to the Missouri Division of Empioyment 
Security, was $81.60. When the unemployment compensation pro- 
gram was commenced the average weekly wage was tantamount to 
take-home pay, because social security taxes averaged only $15 to $20 
a year for most wage earners and income taxes were negligible. 

oday social security taxes amount to 214 percent of the weekly 
wage and the Sith boldinie of income tax approximates 10 percent to 
15 percent, depending upon exemptions. The Missouri maximum 
now approximates 50 percent of average take-home pay, but if pend- 
ing legislation (Senate bill 168) which is now before the house is en- 
acted and $38 becomes the new maximum, Missouri benefits will ap- 
proximate 53 percent of average take-home pay for a family of three 
persons. 

Statistics compiled by the Missouri Division of Employment Se- 
curity show that over the 20-year period in which benefits have been 
paid under the Missouri law, some 5 million benefit checks have been 
issued, totaling over $350 million, and employers have paid into the 
reserve fund, exclusive of what they have paid to the Federal Gov- 
ernment, over $560 million. For Missouri these are not smal] sums, 
and they indicate a substantial program which has been satisfactorily 
paso | from the standpoint of both employers and beneficiaries 
without the aid of Federal standards prescribing how much and for 
how long benefits must be paid. 

As employers directly pay all of the administrative and benefit costs, 
a Federal standards program imposed upon the States by Congress 
would automatically affect the tax burden to be borne by the State’s 
economy. Missouri had a maximum 3.6 percent tax rate from the 
inception of its law. In 1957, in an effort to encourage stabilization 
of employment by those employers who were paying less in taxes even 
at a 3.6-percent rate than their terminated employees were drawing in 
benefits, a new schedule of incentive financing was devised for these 
overdraft employers, aides Tal 

Under the amended law all overdraft employers were permitted 
to return to a 2.7- or 3-percent rate, beginning January 1, 1959, de- 
pending upon whether or not an employer’s taxpayments for the fis- 
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cal year ending July 1, 1958, were greater or less than the benefits 
paid during that fiscal year. For each year thereafter the tax rate 
will increase or decrease 0.3 percent per year, depending upon whether 
the employer's contributions to the fund meet his unemployment costs, 
The maximum to which the new tax rate can increase is 4.5 percent. 

We think this is sound because some seasonal employers integrate 
unemployment benefits into their annual wage scales and year after 
year increase their overdrafts—even in a boom economy. 

We do not believe, however, that the wage base for the unemploy- 
ment tax should be increased from the present $3,000 per employee to 
any higher figure. Where hourly rates are the same, the annual wages 
will be smallest in the industries in which there is heavy unemploy- 
ment; they will be highest in the industries in which the maximum 
employment stabilization has been achieved. 

Therefore, broadening the base of the unemployment compensation 
tax has the effect of penalizing stable employers without increasing 
the taxes on unstable employers who often pay average annual wages 
under $3,000, or not much over that amount. This is experience 
rating in reverse. After all, this program should continue to en- 
courage stabilization of employment and the maintenance and cre- 
ation of jobs, and not make it less expensive for those employers 
whose work practices cause the heaviest demand on benefit reserves. 

In this connection I should like to quote from a recent article 
written by Father Joseph M. Becker, S.J., staff member of the In- 
stitute of Social Order in St. Louis, who has recently had published 
by Columbia University Press, after much research in the operation 
of our wnemployment compensation system, a book entitled “Shared 
Government in Employment Security. 

Father Becker denominates experience rating as the most important 
charaeteristic of the present Federal-State system of unemployment 
compensation. This is what he says: 


First. It causes the full social cost of each employer’s product to be re 
flected in the price of that product; this in turn enables consumer democracy to 
operate effectively. Consumer democracy consists in this, that the consumer 
determines what and how much is to be produced by casting the dollar votes of 
his purchases. But for consumer democracy to work effectively, the prices of 
goods must reflect their real costs. If consumer insistence on style changes in 
autos and clothes, for example, causes unemployment in those industries, the 
prices of autos and clothes should include the cost of paying unemployment 
benefits ; otherwise the consumer is buying something whose real cost is hidden 
from him. The knowledge of the true costs of products will influence the pat- 
tern of consumer demand, and thus constitute a direct force to keep unemploy- 
ment within bounds. 

Second. On the assumption that the employer cannot shift the whole of the 
unemployment tax into the price of the product, experience rating puts each 
employer under direct financial pressure to regularize his employment policy as 
far as he can, so as to cause a minimum amount of unemployment in satisfying 
any given pattern of consumer demand. 

Third. Experience rating enlists each employer in the difficult task of po- 
licing the program. 


In conclusion, the best that could come out of a set of Federal 
standards on benefit amounts and duration would be a set of 
standards whieh would be unsuitable for any State. The States now 
amend their laws frequently in order to keep pace with changing 
economic conditions and attitudes of citizens toward the law. Each 
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State now has a law tailored to fit its needs. Federal standards would 
fit the needs of no State. 

It is our position that the economies and the citizens of the indi- 
vidual States can best be served by continuation of the present system 
under which each State legislature, which is acquainted with its own 
local conditions, determines the amount and duration of unemploy- 
ment compensation benefits. 

What the proposals before this committee in reality would do would 
be to substitute the judgment of a majority of the Members of Con- 
gress for the judgment of some 7,613 men and women from all walks 
of life who serve in the State legislatures throughout the United 
States. These are the people who have dealt with the unemployment 
compensation laws for over 20 years and who have developed finan- 
cially sound State spunme having approximately $8 billion in reserve 
for the payment of benefits. These are the people who, with due 
regard for the conditions in their own States, have, in large measure, 
heeded the advice and recommendations of the Ways and Means 
Committee of the U.S. House of Representatives in 1935 when it 
said in Report No. 615 on the social security bill: 

* * * Unemployment insurance cannot give complete and unlimited compen- 
sation to all who are unemployed. Any attempt to make it do so confuses 
unemployment insurance with relief, which it is designed to replace in large 
part. It can give compensation only for a limited period and for a percentage 
of the wage loss. 

We believe the State legislatures will continue to develop State laws 
for the best interests of all citizens of their States and we therefore 
strongly urge and recommend that no bill providing Federal standards 
for the determination of unemployment compensation benefit amounts, 
duration, or eligibility be favorably reported by this committee. 

The CHarrmMaAn. Mr. Krauss, we thank you, sir, for your appearance 
before the committee and your bringing to us the views of the Asso- 
ciated Industries of Missouri. 

Are there any questions of Mr. Krauss? 

Mr. Mason. 

Mr. Mason. Your quotation from Father Becker intrigues me. I 
think Father Becker has put his finger on the crux of this whole 
unemployment problem in that he stated that experience rating is 
the most important and most influential item in the whole affair. He 
says that experience rating tends to stabilize and — employment 
so as to keep providing regular employment and not be making it 
so irregular that people will have to be on the unemployment com- 
pensation rolls. 

This experience rating, it seems to me, is the most important item 
and I agree with Father Becker in that respect. . 

That is all. 

Mr. Macurowicz. Mr. Chairman. 

The Cuarrman. Mr. Machrowicz. 

Mr. Macurowicz. I have had the privilege of reading Father 
Becker’s article. I notice you quote from only part of it. 

Do you concur with all of the article? 

Mr. Krauss. Are you speaking now of the article in Social Order? 

Mr. Macurowicz. That is right. 
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Mr. Krauss. I cannot say that I have studied it substantially to 
give you an offhand answer and say that I would agree with every- 
thing that is in there. 

Mr. Macurowicz. I found that frequently people select one or two 
sentences from an article and say they wholeheartedly agree with the 
gentleman and then when they refer to the whole article and its full 
contents, they are rather hesitant. I wonder why you do not want to 
take the entire article and concur with it. 

Mr. Kravss. I understand that Father Becker is here himself. 

Mr. Macurowrcz. He will be here. 

Mr. Krauss. And will be a witness before this committee? 

Mr. Macurowicz. Since you are so laudable of this section of the 
article, I just wanted to get your views on the rest of his article. 

Mr. Krauss. Offhand, I cannot tell you exactly what all the rest 
of his article is. I have found generally that Father Becker’s writ- 
ings are very sound. 

r. Macurowicz. You do not mean to tell me that you just read 
this one sentence out of the article and did not read the rest? 

Mr. Krauss. No; when I was preparing the statement, I read the 
whole thing. 

Mr. Macurowricz. Do you agree with him? 

Mr. Krauss. I agree substantially with everything he said. 

Mr. Macurowicz. You mention the experience rate reductions. 
You understand that this bill leaves to the States the option of pro- 
viding for uniform rate reductions or the individual experience rate. 
You understand that ? 

Mr. Krauss. I understand that. 

Mr. Macnrowicz. Are you against States rights? 

Mr. Krauss. I am for States rights. 

Mr. Macnrowtcz. Do you not think in this case the States should be 
given the privilege of using either of the methods? 

Mr. Krauss. T think that the States are doing all right now, Con- 
gressman, with the present system, and that the imposition of Federal 
standards will eventually lead to a single flat rate of tax. 

Mr. Macnrowicz. I understand, but as Dr. Burns brought out in 
her statement, in this particular instance at least we are removing 
Federal standards. e are giving the States more option and that 
is what I thought your philosophy was. 

Mr. Krauss. That is my philosophy. 

Mr. Macurowicz. Why are you not consistent in that respect when 
it comes to this provision of the bill ? 

Mr. Krauss. I think I am consistent because I think that a setting 
up of standards now as to the payment of benefits cannot help but 
lead to the establishment of a standard tax rate. 

Mr. Macurowicz. Any removal of standards by us would be wel- 
comed by you, am I right? 

Mr. Krauss. Any removal of standards? 

Mr. Macurowicz. Yes. 

Mr. Kravss. Those that are now in the present law ? 

Mr. Macurowicz. Yes. 

Mr. Krauss. Yes, I think that we could operate our State laws 
without the Federal standards which now exist. 
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Mr. Macurowicz. That is exactly what we are doing, but you are 
evidently critical of our action. 

Mr. Krauss. I don’t know that you are doing that. 

Mr. Macnrowicz. Do you not understand the law to give the State 
the privilege of the option of providing rate reductions? 

Mr. Krauss. I do, but I understand also that they have imposed 
upon the States very stringent provisions as to how they will com- 
pute their benefits and duration and that that will have an effect 
upon the payments which are going to be made out of the reserve 
fund, which in turn will affect the tax rate and which will eventually 
tend to make a standard tax rate throughout the country. 

Mr. Macurowicz. I understand your being critical of the other 
provisions of this bill, but I thought you would welcome with great 
joy a particular provision which removes standards. I do not under- 
stand why you are not consistent and why you do not welcome that 
provision. 

Mr. Krauss. I think I have explained my position there. 

Mr. Macurowicz. I do not suppose you agree with the fact that 
there should be a relation between unemployment compensation bene- 
fits and wages, do you? 

Mr. Krauss. I think there should be a relationship between un- 
employment compensation and wages. 

Mr. Macurowicz. I am very happy to have that because I think 
that is a sensible answer to the question. 

I would like to tell you then that as far as Missouri is concerned, 
the relation of maximum weekly benefits to weekly wages in 1939 was 
61 percent, and in 1958 it dropped to 41 percent. If you believe 
that there should be a relation to wages, how do you account for the 
fact that that percentage has dropped by 20 percent in Missouri? 

Mr. Krauss. As I pointed out in my statement, the increase in the 
benefit in Missouri has increased faster than has the cost of living 
by a substantial amount. 

The difference between 1939 take-home pay and 1958 take-home 
pay makes a considerable difference, too, in making just a strict com- 

arison between wages and an unemployment compensation rate. 
he increases which have taken place in the State of Missouri and 
which are taking place at the present time will make the Missouri 
standard, as I say in my statement, 53 percent of take-home pay. 

Mr. Macnrowicz. I thought you said consideration in determin- 
ing these inquiries should be not with relation to cost of living, but 
rather to wages. 

Mr. Krauss. I didn’t say that. I said there should be a relation- 
ship. I didn’t say the relationship should be a strict relationship 
such as you are trying to infer, Mr. Congressman. 

Mr. Macurowicz. That is all. 

The Cuareman. Are there any further questions? 

Mr, Mr. Chairman. 

The Cuatrman. Mr. Alger. 

Mr. Acer. Mr, Krauss, In support of your position, in view of 
the recent exchange and colloquy between you and the gentleman 
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from Michigan, if one were to just take this bill and read the first 
few changes: 

‘es In order to strengthen the economy and provide for the general welfare of the 
v2 tion— 

and so forth, he would see it gives carte blanche to Uncle Sam to do 
just about as he likes. 

I might like to turn this around and recall the 10th amendment, the 
powers not delegated to the United States by this Constitution are 
reserved to the States respectively or to the people. If the States 
already have that choice, which they have without the Federal stand- 
ards, why must we give them Federal standards to say to the States, 
“You have the choice.” You already have the choice. 

We know the existing system we have and I do not see any reason 
for giving them the choice in printed form when we already have 
that choice. 

I submit your statement stands as submitted. 

I want toask one other thing on this experience rating. 

Many of our witnesses, correctly or incorrectly, and I and others 
believe that the experience rating in effect in the States now will very 
definitely be challenged by this new bill which gives the option, as it 
were. 

Our committee counsel prepared a verv, very interesting study 
which I realize the members have read, but I would like to quote from 
page 17: 

Section 4 amends the present Federal statute dealing with experience rat- 
ing credits to provide that the State, in lieu of the system of experience rating, 
may provide a uniform credit to all employers in the State. 

That is permissive. That reminds me of the Public Works Com- 
mittee when we said to the States that if you have a State law that 
ap pasa accepting reimbursement for utility relocation, you can have 

ederal money. That kind of permissiveness immediately follows 
with new State law that conforms with Federal law in order to get 
Federal money. It is like coercion. I don’t think that is just like 
the proposition here. You give a permissive extension of law to 
the State and the State must conform to please Uncle Sam. It seems 
to me there is some question, and I would like to study this further, 
whether the experience ratings at the State level, which actually are 
an incentive to the employer to provide stable employment, the very 
thing we want. most of all, will go out the window in this bill. And I 
believe part of our problem now lies in resolving that dilemma, 
whether the experience ratings will or will not be thrown out by these 
Federal standards. 

T want to thank you for your statement. 

Mr. Krauss. I certainly agree with you, Mr. Alger, and that was 
one of the reasons why in 1957 we attempted to create this incentive 
financing for those employers who already are having more drawn 
from their accounts than they are paying in in taxes, and we set 
up this new system of forgiving them beginning January 1, 1959, in 
order to wegen them to stabilize their employment and maintain 
a lower rate. If they do not, they are even going up to a higher tax 
rate of 4.5, but that has been our concept of the law, and the purpose 


of experience rating was to encourage the stabilization of employment. 
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It is much better to create jobs and have a working than to 
create any amount of benefits for being unem loy ‘ 

Mr. Acer. You would not agree with the first page statement of 
the bill that several States are failing to carry out the purposes and 
objectives of employment stabilization and security against unemploy- 
ment 

Mr. Krauss. I would not agree with that; no, sir. 

The Cuatrman. Mr, Machrowicz. 

Mr. Macurowicz. I think there is obviously a misunderstanding of 
the existing law on the part of someone. ihe 

Let me ask you, since you have had experience with this law, 1s it 
your understanding that under the existing law a State has a free 
choice in providing for uniform rate reductions as well as individual 
experience rate reductions and payroll tax rates? 

Mr. Krauss. Under existing law, if a State reserve fund reaches a 
certain level, then the standard tax rate will be put into effect. 

Mr, Macurowicz. However, you agree, do you not—I believe the 
gentleman from Texas probably does not understand that—that this 
provision in our bill gives the States further option; does it not ? 

Mr. Krauss. I think they have sufficient opportunity under the pres- 
ent setup in order to make whatever variations they desire to make. 

Mr. Macnurowicz. Does this not give them further rights which they 
have not had in the past ? 

Mr. Krauss. Gives them further rights? 

Mr. Macurowicz. Yes. 

Mr. Krauss. It probably does, 

Mr. Macurowicz. Probably does? It does; does it not? 

Mr. Krauss. Let’s say that it does, 

Mr. Macurowicz. It does remove that standard ? 

Mr. Krauss. It removes that standard. 

Mr. Macnrowicz. That it what I thought should be made clear. 

That is all. 

The Cuatrman. Are there any further questions of Mr. Krauss? 

If not, Mr. Krauss, we thank you again, sir, for coming to the 
committee. 

That concludes the calendar for today and without objection, the 
committee adjourns until 10 a.m., in the morning. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN RETAIL FEDERATION 


My name is Rowland Jones, Jr. I am the president of the American Retail 
Federation, with offices at 1145 19th Street NW., Washington, D.C. 

The American Retail Federation is a federation of 30 national retail associa- 
tions and 38 statewide associations of retailers, representing through their com- 
bined membership more than 800,000 retail establishments. Attached to this 
statement is a list of the associations on whose behalf this is submitted. 
roe committee has three major proposals before it for consideration at present. 

ey are: 

1, The imposition of Federal minimum benefits standards upon State un- 
employment insurance laws. 

2. The extension of the coverage of the Federal Unemployment Tax Act 
to employers of one or more, and thus, in effect, requiring the State laws 
to extend their coverage to the same extent. 

3. A provision permitting States to finance their unemployment insurance 
programs with a flat rate tax of less than 2.7 percent of taxable payroll, in 
addition to the varying rates now permitted through the application of 
experience rating. 
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The members of the American Retail Federation see no need for any of these 
proposals. 

Unemployment insurance was designed as an insurance program, based on 
insurance principles, chiefly to take care of the worker, normally fully employed, 
who loses his job through no fault of his own. To a lesser extent, it was also 
designed to assist the worker who voluntarily left his employment, or who was 
discharged for cause. 

Unemployment insurance was initiated as a Federal-State program. The 
Federal Government, in the Social Security Act of 1935, paved the way for 
the States to enact State unemployment insurance laws, by imposing a Federal 
payroll tax, with an offset credit for amounts paid by the taxpayer under an 
approved State law. Broad standards for such approval were written into the 
Federal law. Aside from these, the Social Security Act gave the States full 
discretion in determining the eligibility conditions, weekly benefit amounts, dura- 
tion of payments and disqualifications. This was as it should have been. There 
are wide variances in employment conditions, living costs, and working conditions 
in the difference areas of the country. The States were, and still are, the best 
judges of their own social and economic conditions, and can always make the 
necessary adaptations to meet their respective situations. 

The imposition of Federal benefit standards upon State laws would be a 
radical and undesirable departure from the present system. It would inevitably 
lead to a completely federalized system, with uniform benefits, uniform taxation, 
and uniform eligibility requirements, thus leaving the States nothing but the 
ministerial function of conforming. 

Advocates of Federal benefit standards base their case on State inaction. 
They claim that the States have failed in their responsibilities to provide ade- 
quate benefits, and that only through Federal action can adequate benefits be 
assured. Their conception of adequate benefits, it is interesting to note, calls 
for a scale of benefits, both in amount and duration, far in excess of those now 
paid under the most liberal State law. In more blunt words, it is their conten- 
tion that every State has failed to take proper action in this field. 

No such contentions can be proved in this subject. With a very few exceptions, 
the State record is a good one. It is regretable that the simple fact that the 
states are doing a good job cannot be credited or understood by advocates of 
Federal standards. But an examination of the States’ record over the past 
20 years testifies eloquently to a good job well done. 

Coverage has been broadened steadily. Twenty years ago, less than half 
of total civilian employment was covered by unemployment insurance. Today, 
it is more than two-thirds, and if only nonagricultural wage and salary workers 
are considered, coverage reaches 80 percent of total employment. 

Waiting time has been cut down steadily. Twenty years ago, most States 
required a waiting period of 2, 3, or even 4 weeks before benefits could be 
paid. Today, no State requires a waiting period of more than 1 week, and a 
number of States have no waiting period whatsoever. 

The duration of benefits has been increased steadily. Twenty years ago, about 
80 percent of workers were in States with maximum duration of 16 weeks or 
less. Today, nearly 80 percent of the workers are in States where 26 weeks, or 
more, of benefits are available to workers with a substantial work history, the 
type of worker for whose benefit the program was primarily designed. Only three 
States have a maximum duration of less than 20 weeks. 

The benefit amount has increased steadily. Twenty years ago, the average 
benefit was $10.66. Today it is $30.55. 

Benefits have more than kept pace with the cost of living. The Consumer 
Price index has gone up 107.9 percent since 1939. The increase in average bene- 
fits is 186.6 percent. Putting it another way and expressing 1939 benefits in 
terms of 1958 dollars, the average 1939 benefit was $22.16, while today, as stated 
above, it is $30.55, an increase of 37.9 percent. 

Much has been made of the fact that some States pay benefits for as short a 
period as 6 weeks. This has been advanced as proof of the inadequacy of State 
programs. Actually, this springs from the fact that many States pay unemploy- 
ment insurance benefits to persons with low qualifying wages. In a majority of 
‘States, a worker can qualify for benefits with from 2 to 5 weeks of employment 
in his base year. Rather than eliminate such workers completely from the pro- 
gram, some States have chosen to pay limited benefits, either in amount, or dura- 
tion, or both. Unemployment insurance should not be expected to carry the load 
‘of a worker who is not, and probably never will be, a permanent part of the 
labor force. 
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This brief summary of what the States have done, and are still doing in the 
improvement of their unemployment insurance laws, should serve as an answer 
to those who would abandon the present Federal-State program and replace 
it with a Federal one. 

In connection with the proposal to increase the coverage of the Federal tax 
to employers of one or more, and thereby in effect force the States to comply, it 
should be pointed out that in this case too, the States are better judges of what 
their law requires. Some 17 States already cover employers of one or more and 
others are expected to expand the coverage of their laws. It is to some extent 
a matter of administration. The present Federal law applies to employers who 
employ four or more employees on 20 days in the year, each day being a dif- 
ferent calendar week. This limits the application of the Federal tax to employers 
who have a substantial employment record. The propsal is to cover an employer 
who employs one employee at any time in the year. It is a matter of considerable 
difficulty to police such employers adequately. Most of them are small business- 
men who require paid help only sporadically or seasonally. Much of this help 
comes from the ranks of those who would otherwise not be a part of the labor 
force. It is highly probable that, if coverage is extended as proposed, a large 
number of small businessmen will be taxed to pay theoretical benefits for which 
their employees, in actuality, would never become eligible. There is admittedly a 
problem here, the problem of the worker who is steadily employed by a small 
employer, but it is a problem that the States can solve. The solution is not found 
by extending the tax to many to benefit a few. 

Finally, is the proposal that States be permitted to adopt a flat tax rate of less 
than 2.7 percent, applicable to all employers subject to the law. This proposal 
also does violence to the present system. The Social Security Act of 19385 pro- 
vided that States might, if they saw fit, vary the tax rates paid by employers 
within their State in accordance with the employment experience of the tax- 
payer. There was a twofold reason for this. First, it was designed to encourage 
employers to improve their employment record, and to keep unemployment to a 
minimum as much as possible. Second, it was in line with the insurance 
principles on which the program is based. No one with a modern brick factory, 
with fire doors and automatic sprinklers, and who was engaged in manufactur- 
ing noninflammable items, would expect to pay the same premium for fire in- 
surance as would be charged to the owner of a wooden frame structure where 
flammable items were manufactured. 

To sum it up, the present program was initiated as a Federal-State unemploy- 
ment insurance program. It has functioned well over the past 20 years. It has 
been, and still is being, improved. There is no demonstrable need to destroy a 
program which is serving its purpose and replace it with what must became a rigid 
Federal program. 

This is a vital issue, which embraces far more than the question of unemploy- 
ment benefits. If the trend toward aggrandizement of Federal power at the 
expense of the historical sovereignty of the States is not reversed, and reversed 
soon, the time is approaching, and is not far off, when the States will become 
mere satellites of the Central Government, with their functions largely limited to 
raising and collecting taxes, administration and general housekeeping duties. 


NATIONAL ASSOCIATIONS 


American Retail Coal Association. 

Associated Retail Bakers of America. 

Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Mail Order Association of America. 

National Appliance and Radio-TV Dealers Association. 
National Association of Chain Drug Stores. 

National Association of House to House Installment Co.’s, Ine. 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers & Furnishers. 
National Association of Retail Grocers. 

National Association of Shoe Chain Stores. 

National Council on Business Mail, Inc. 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association. 

National Luggage Dealers Association. 
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National Retail Farm Equipment Association. 
National Retail Furniture Association. 

National Retail Hardware Association. 

National Retail Merchants Association. 

National Retail Tea & Coffee Merchants Association. 
National Shoe Retailers Association. 

National Sporting Goods Association. 

National Tire Dealers & Retreaders Association, Inc. 
Retail Jewelers of America, Inc. 

Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 

Variety Stores Association, Inc. 

Women’s Apparel Chains Association, Inc. 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations. 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association. 

Colorado Retailers Association. 

Delaware Retailers’ Council. 

Florida State Retailers Association. 

Georgia Mercantile Association. 

Idaho Retailers Association, Inc. 

Tllinois Retail Merchants Association. 
Associated Retailers of Indiana, Inc. 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association. 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants. 
Michigan Retailers Association. 

Minnesota Retail Federation, Inc. 
Mississippi Retail Merchants Association. 
Missouri Retailers Association. 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association. 

Retail Merchants’ Association of New Jersey. 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants. 
Oklahoma Retail Merchants Association. 
Oregon State Retailers’ Council. 
Pennsylvania Retailers’ Association, Inc. 
Rhode Island Retail Association. 

Retail Merchants Association of South Dakota. 
Tennessee Retail Merchants Council. 

Council of Texas Retailer’s Associations. 
Utah Council of Retailers. 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington. 

West Virginia Retailers Association, Inc. 


(Thereupon, at 4:20 p.m., the committee recessed, to reconvene at 10 
a.m., Friday, April 10, 1959.) 
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FRIDAY, APRIL 10, 1959 


Hovuss or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANs, 
Washington, D.C. 


The committee met at 10 a.m., pursuant to recess, in the main Ways 
and Means Committee hearing room, New House Office Building, Hon. 
Wilbur D. Mills (chairman) presiding. 

The CuamrMan. The committee will please come to order. 

Is Mr. S. L. Horman in the room ? 

Mr. Horman, please come to the witness table. Please identify 
yourself for the record by giving us your name, address, and the 
capacity in which you appear. 


STATEMENT OF S. L. HORMAN, CHAIRMAN, SOCIAL SECURITY COM- 
MITTEE OF THE COUNCIL OF STATE CHAMBERS OF COMMERCE 


Mr. Horman. Thank you. 

Good morning, Mr. Chairman and members of the committee, my 
name is S. L. Horman, vice president of the Time Insurance Co., 
Milwaukee, Wis. I am chairman of the Social Security Committee 
for the Wisconsin State Chamber of Commerce, a member of the 
Social Security Committee of the Council of State Chambers of 
Commerce, and as a member of that committee I represent the Coun- 
cil of State Chambers of Commerce and their member State chambers 
throughout the United States. 

We realize, gentlemen, that your hearings have been loaded with 
detailed testimony from both sides so we are not going to read our 
formal statement, but merely hit one or two high spots that perhaps 
we feel should be brought maybe more emphatically to your attention. 

Basically, we feel that this bill is an invasion of States rights and, 
secondly, and perhaps more important than any of the other details 
is the fact that the one principle that is omitted is the principle o 
experience rating. And I should like to emphasize, the States that 
have followed this principle in the administration of their unem- 
ployment compensation setup have found it to be tremendously 
worthwhile. 

I should like to point out four fundamental and basic postulates 
about experience rating. 

The first is, it is a policing measure. It brings the employer into 
the picture and maintains his interests. 

Second, it is the most sound and practical method of adjusting fund 
income and outgo and in building reserves. 

Third, it is a fair and equitable distribution of the cost. 
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And, fourth, it encourages regular employment and it does provide 
job security. 

In conclusion, we feel that the States have done an excellent job 
of administering their UC programs for what we might call normal 
conditions. 

If this bill is prepared as an expediency for what we might con- 
sider abnormal conditions, then we should like to pose this question: 
Why should industry be shackled with this as a permanent thing? 

In closing, I should like to ask the members of the committee if you 
honestly believe that legislators from other States can understand and 
appreciate and administer UC benefits in your local State better than 
your own local legislators. We feel definitely that any welfare or 
social benefits, security benefits, should be administered as much as 
possible on the local level. 

Gentlemen, thank you for this brief appearance. 

The Cuatmrman. Mr. Horman, without objection, your entire state- 
ment will appear in the record. 

(Statement referred to follows :) 


STATEMENT oF S. L. HoRMAN ON BEHALF OF MEMBER STATE AND REGIONAL 
CHAMBERS OF THE COUNCIL OF STATE CHAMBERS OF COMMERCE ON REVISION 
OF THE FEDERAL UNEMPLOYMENT COMPENSATION LAW 


My name is S. L. Horman. I am vice president of the Time Insurance Co., 
of Milwaukee, Wis. I am chairman of the Social Security Committee of the 
Wisconsin State Chamber of Commerce. I am also a member of the Social 
Security Committee of the Council of State Chambers of Commerce and appear 
here on behalf of the member State and regional chambers of the council listed 
at the end of my statement. 

In our opinion, the basic issue now before this committee is whether the 
Federal Government or an individual State shall determine what the provisions 
of that State’s unemployment compensation law will be. At the very beginning 
I want to emphasize that the organizations for which I speak are unalterably 
opposed to legislatton that would impose Federal standards for eligibility, 
amount and duration of benefits, and consequently impose Federal control and 
domination over the State unemployment compensation programs. We are 
opposed in principle to any curtailment of a State’s authority over and respon- 
sibility for its own unemployment compensation program through the mandated 
transfer of such authority to the Federal Government. In our opinion the 
responsibility of a State legislature to provide the citizens of that State reason- 
able protection against the hazard of temporary unemployment should not be 
transferred to the Federal Government. State governments should not be di- 
vested of this responsibility to their citizens; it therefore follows that they 
should not be stripped of the authority required to carry out this responsibility. 

The right of the citizens of each State to determine for themselves through 
their duly elected State legislators what unemployment benefit program best 
meets their needs was first recognized by Congress in 1935; that is, by that 
Congress which brought about the establishment of the State unemployment com- 
pensation systems. Succeeding Congresses also have made it clear that each State 
should be free to build that unemployment benefit structure which most closely 
fits the needs and desires of its citizens—taking into consideration the general 
economy of the State, the degree of industrialization, and other significant labor 
market factors. We earnestly hope this committee will continue to maintain the 
right of the States to assume this obligation. 

It seems to us that the proponents of Federal standards appeal to this Con- 
gress, as. they have appealed to previous Congresses, because they have not been 
able to successfully advance either the wisdom or necessity for the policies that 
they recommend in the State legislatures. Having failed in the forum in which 
their case properly should be tried, and in which it has been tried time and time 
again, they now appear before this Congress in the hope that it will preempt 
what previous Congresses have recognized as a State function. In short, they 
ask that this Congres ignore the decisions reached after long and careful study 
by the several State legislatures. We seriously question the property of super- 
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imposing the wishes of those favoring Federal standards upon the judgment and 
evaluation of the citizens of a State by congressional mandate. If the objectives 
sought by those who support Federal standards were sound, would they have 
been rejected time and again by State legislative bodies. Are we to believe 
that all of these duly elected bodies are blind to reason, or lacking in responsibil- 
ity? We respectfully ask each member of this committee to consider whether in 
your opinion Congress is better equipped to solve these problems in your State 
than your own State legislators? We do not believe that Congress should assume 
direct legislative responsibility for the State unemployment compensation pro- 
grams, nor do we believe that Congress can be more responsive to the citizens 
of the individual States or more knowledgeable and understanding of their 
problems than their own State legislators are. 

Furthermore, we submit that the States have not failed in their responsibility. 
On the contrary, the facts indicate that they have been responsive to the desires 
of their citizens and on the whole have provided reasonable protection against 
short term unemployment. Consequently, those who would have the Congress 
seize from the States their rights and obligations lack substantive reason for 
advocating such action. The fact that the States have expanded, improved and 
liberalized their unemployment compensation programs is a matter of record. 
Every State during recent years has adjusted its unemployment compensation 
program in the light of changing economic conditions according to the carefully 
considered judgment of its executive and legislative officials. By almost any 
yardstick imaginable, advances are apparent in weekly benefit amounts, in bene- 
fit duration, in total maximum benefits, and in the number of workers protected 
under the program. Frequently, however, the extent of these advances have 
been played down by those who argue that the States have failed in this regard. 
In order to substantiate our contention that the State unemployment compensa- 
tion programs have been appreciably liberalized, I should like to point out how 
much has been done with respect to benefit amounts alone within the past 4 years, 
This is apparent from the table on the following page: 


Taste I.—Distribution by States of basic maximum weekly benefit amount, 
December 1954, October 1956, and March 1959 


Number of States Number of States 
Basic maximum Basic maximum 
weekly benefit weekly benefit 
amount Decem- | October | March amount TDecem- | Octohe- | March 
ber 1954 1956 1959 ber 1954 1956 1959 

5 0 0 0 1 
OB. 1 0 0 2 3 
1 0 0 0 lL 
10 4 0 0 2 
1 0 0 0 2 
0 3 6 
1 3 4 51 51 51 


Table I shows the maximum weekly benefit paid by the various States at three 
different times—in December 1954, or just 4 years ago, in October 1956, and in 
March 1959. I will not read the figures from the table since it is before you, but 
I do want to point out the fact that 4 years ago only one State paid a weekly 
benefit of $35 or more. Two years ago this had grown to 12 States. Currently, 
25 States pay a weekly benefit of $35 or more, and some of these, as you can 
see, pay considerably more. During this 4-year period on 72 occasions State 
legislatures increased the maximum weekly benefit. And as you undoubtedly 
know a number of States are expected to further increase their weekly benefit 
during the remainder of their current legislative sessions. ‘This record demon- 
Strates clearly that the States have moved to change their unemployment com- 
pensation programs when circumstances within the States have made such 
action advisable. 

As is evident from the table below, benefit periods have also been generally. 
liberalized during the past 4 years. 
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TaBLe II.—Distribution by States of maximum weeks of benefits for total unem- 
ployment, December 1954, October 1956, and March 1959 


Number of States Number of States 
Weeks of maxi- Weeks of maxi- 
mum duration minum duration 
Decem- | October | March Decem- | October | March 
ber 1954 1956 1959 : ber 1954 1956 1959 
0 1 0 0 1 
4 5 5 
24 25 30 Tetel. 51 51 51 


This table shows that 28 State laws have been liberalized within recent 
years. For example, during the last 4 years the number of States in which an 
unemployed individual could receive benefits for 6 months has increased from 
25 to 37. Currently 83 percent of all covered workers are in States which 
provide a benefit duration of 6 months or longer. Again, it is worth noting 
that several State legislatures now in session are expected to increase further 
the benefit duration of their programs this year. 

The most striking effect of these increases in weekly benefits and in duration 
is the total amount of benefits which an individual can receive now in a given 
State as compared to the amount that he could have received in the past. 
Most States now provide three or four times as much in total benefits as were 
available when the unemployment compensation programs first became effective. 
In other words, while the cost of living is slightly more than twice as high 
as it was 20 years ago, the total benefits that can be obtained under most State 
laws have tripled or quadrupled during this same period. 

Many other illustrations could be used to show how much the States have 
improved their unemployment compensation programs; however, you are un- 
doubtedly familiar with most of these as other witnesses very likely have pre- 
sented them for your benefit. We believe, however, that the illustrations we 
have given indicate clearly that the States have carried out their responsibility 
to expand and improve their unemployment compensation programs so that 
pr are reasonable in the light of conditions existing within the individual 

tates. 

True, not all States provide the same benefits or the same duration, but differ- 
ences are to be expected. Obviously the States feel that there are sufficient 
differences among themselves in economic structure and business climate to 
warrant differences in their unemployment compensation programs. These 
variations in program content were arrived at only after each State had care- 
fully and deliberately considered the problems and circumstances which differ- 
entiate that State from others. Indeed, Congress itself anticipated that these 
very results would occur. The Federal-State relationship on which the unem- 
ployment compensation programs are based embodies recognition of the fact 
that differences in the economies of the States exist, and that the States should 
be free to adjust their unemployment program to the circumstances and condi- 
tions that prevail within each State. 

Just as the States have had the right to determine for themselves what com- 
bination of benefits, duration, eligibility, and disqualification provisions are best 
adapted to the needs within the State, they have had the responsibility of deter- 
mining what taxing provisions are required to finance these programs, We 
believe that this should continue to be the case. In this connection it has been 
indicated that an increase in the Federal taxable wage base is deemed desirable 
by some. Various arguments have been advanced for such an increase. Because 
your time is limited I will not attempt to examine these arguments in detail. I 
want to indicate, however, that we do not believe there is any necessity for 
congressional. action fixing a higher taxable wage base. The States are com- 
petent to handle their long run financing problems despite temporary difficulties 
which may arise and prove troublesome to individual States. One point may be 
worth noting, however. Where the States have acted to solve unemployment 
benefit financing problems themselves, they have almost always preferred an 
ee in the maximum tax rate in preference to an increase in the taxable 
wage base. : 
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In summary I want to reemphasize the two basic points of my testimony. 
First, the organizations for which I speak are strongly opposed to the imposition 
of Federal benefit standards on the State unemployment compensation programs. 
We believe such action would be wrong in principle. We think that Congress 
has been right in the past when it held that the States should be responsible 
for maintaining sound, reasonable unemployment compensation programs. Sec- 
ond, we believe the States have successfully carried out their responsibility in 
this regard. Therefore, neither as a matter of principle nor as a matter of 
necessity can a sound case be made for congressional usurpation of a long estab- 
lished and accepted State responsibility. 

The member State and regional chambers of commerce in the Council of State 
Chambers of Commerce which have endorsed this statement are: 


Alabama State Chamber of Commerce Empire State Chamber of Commerce 


Arkansas State Chamber of Commerce (New York) 

Colorado State Chamber of Commerce Ohio Chamber of Commerce 

Connecticut Chamber of Commerce State of Oklahoma Chamber of Com- 

Delaware State Chamber of Commerce merce 

Florida State Chamber of Commerce Pennsylvania State Chamber of Com- 

Georgia State Chamber of Commerce merce 

Idaho State Chamber of Commerce South Carolina State Chamber of Com- 

Indiana State Chamber of Commerce merce 

Kansas State Chamber of Commerce Greater South Dakota Association 

Kentucky Chamber of Commerce East Texas Chamber of Commerce 

Maine State Chamber of Commerce South Texas Chamber of Commerce 

Mississippi Economic Council-State West Texas Chamber of Commerce 
Chamber of Commerec Lower Rio Grande Valley Chamber of 

Missouri State Chamber of Commerce Commerce (Texas) 

Montana Chamber of Commerce Virginia State Chamber of Commerce 

New Jersey State Chamber of Com- West Virginia Chamber of Commerce 
merce Wisconsin State Chamber of Commerce 


Mr. Horman. I should also like to mention that I am filing a formal 
statement and with your ission I should like to file a formal 
statement on behalf of the Missouri State Chamber of Commerce. 

bm CuarMaNn. Without objection, that will also appear in the 
record. 

(Statement referred to follows :) 


STATEMENT OF Missourr STATE CHAMBER OF COMMERCE IN OPPOSITION TO H.R. 
3547, ProvipIne FoR FepERAL UNEMPLOYMENT BENEFIT STANDARDS 


The major purposes of this statement are to demonstrate that: (1) It would 
be dangerous to give the Federal Bureau of Employment Security additional au- 
thority when it is now abusing its present authority by attempting to dictate 
to the Missouri Legislature. (2) Missouri, like other States, is now revising 
and has continuously revised its unemployment benefit program to meet the 
needs as they exist in Missouri much better than can be done by Federal stand- 
ards which must be based on the national situation rather than the peculiar 
needs of a particular State. (3) By following prudent policies Missouri has 
been able to maintain its unemployment fund in a financially sound condition 
and if left alone Missouri will have adequate funds to pay unemployment bene- 
fits when needed. Missouri is not anxious to help pay for the imprudent action 
of other States. 


FEDERAL BUREAU ATTEMPTS TO DICTATE TO MISSOURI 
Missouri's “crime” is being different 

One of the main strengths of our Federal systems is that it permits individ- 
ual States to experiment with different ways of solving problems which permits 
States to profit from the experience of other States. 

Yet Missouri presently is being harrassed by Federal bureaucrats who are 
attempting to dictate changes in the Missouri law to the Missouri Legislature 
because Missouri has tried to strengthen its unemployment benefit program 
through a provision that has worked very successfully since it was enacted in 
1957, but is different than procedure followed in other States. 
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The provision which has offended the Federal bureaucrats is that the tax ac- 
count of an employer who lays off a worker is charged with benefits first whether 
that employer is in the worker’s base period or not, if he had previously hired 
that worker away from another employer by offering him a better-paying job. 
' This provision results in always charging the account of the last employer 
with benefits which result because he laid off an employee which he had hired 
away from another employer. Since Federal law requires only that an em- 
ployer’s tax rate be based on “his experience with unemployment * * *” there 
is clearly no conflict with Federal law. Nevertheless, the Federal Bureau of 
Employment Security has had the audacity to threaten Missouri with noncon- 
formity with Federal law because Missouri enacted this provision and is now 
refusing to repeal it despite pressure from Federal bureaucrats. 

That Missouri’s only “crime” is daring to be different was practically ad- 
mitted by a representative of the Federal Bureau who came to the Missouri 
Capitol Building in 1957 to attempt to frighten the legislature into taking this 
provision out of a bill that was agreed to by representatives of business and 
labor organizations and the Missouri Division of Employment Security. 

In 1957 the Missouri division took the position that this provision did not 
conflict with Federal law. However, now as a result of the Federal Bureau's 
purse-string control over the Missouri division’s administrative funds, includ- 
ing salaries, the Missouri division is being forced to act as an agent for the Federal 
Bureau in pushing for Missouri Senate bill 231, which would repeal this 
provision that dares to be different and show other States how they can handle 
this problem in a fairer and more equitable manner than most of them are now 
doing. 

MISSOURI IS MEETING MISSOURI NEEDS 


Missouri has and is continuing to keep its unemployment benefit law up to date 
through regular revisions designed to meet Missouri’s needs. In 1957 the maxi- 
mum benefit was increased by $8 to $33 for 26 weeks. The Missouri Senate hus 
recently passed a bill (Senate bill 168) increasing this maximum another $5 to 
$38. This will put the Missouri maximum benefit well above 50 percent of take- 
home pay for most workers. 

Between 1939 and 1958 the average weekly benefit increased by 217.6 percent 
whereas the cost-of-living index during the same period went up a lesser amount 
of 108.2 percent. Asa matter of fact, the increase in the cost of living in Kansas 
City and no doubt much of Missouri was less than this, but the proposed Federal 
standards would not take into consideration these varying cost-of-living con- 
ditions as can be done by State legislatures. 

Another feature of the bill (Senate bill 168) which has passed the Missouri 
Senate and is now being considered by the Missouri House would extend the 
duration of unemployment benefits by 50 percent. This extension would take 
place when unemployment has been in excess of 6 percent for 6 consecutive weeks. 
This 6 percent “trigger point” may be the right figure for Missouri, yet the 
neighboring State of Illinois has recently approved a trigger-point figure that 
is entirely different which may also be the right figure for Illinois. The point 
is that Federal standards or Federal unemployment benefits would not provide 
sufficient flexibility ot meet the varying needs of the various States. 


MISSOURI'S FUND IS SOUND 


Missouri has over $200 million in its unemployment benefit reserve fund which 
has been built by following prudent policies and so is in a position to meet its 
own unemployment benefit needs if left alone by the Federal Government. 

When the Missouri fund gets down to 714 percent of taxable wages, and it is 
just about there now, a higher tax scale is applied in order to replenish the fund. 

Missouri is not likely to need any Federal grants or “loans” unless the Federal 
Government imposes such extravagant standards as to bankrupt the Missouri 
fund as well as other State funds. Missouri is not particularly interested in 
helping through Federal taxes to bail out States that have followed less prudent 


policies. 
The Cuarrman. We thank you, sir, for bringing these views to the 


committee. 
Mr. Machrowicz has one question. 


Mr. Macurowicz. Do I understand that you believe that this bill 


would deprive the States from using the experience rating which is 


used at the present time? 
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Mr. Horman. That is my understanding, sir. 

Mr. Macurowricz. I might correct you in that. That is not true. 
It certainly is not included in the bill. 

What this bill does is exactly what you are suggesting. It gives 
the States the option of two methods, but it does not remove the 
possibility. 

I oar that would probably remove most of your objections to 
the bi 

Mr. Horman. No; it would not, because the bill would destroy 
individual ee experience rating. 

Our primary objection to the bill is that we feel that unemployment 
compensation benefits should be administered at the State level. 

Mr. Macurowicz. And we are doing that in this bill. We are giv- 
ing the State more rights than they had previously and more option 
in that respect. 

Mr. Horman. In the one respect, yes; and thank you for that 
correction. 

Mr. Macnrowicz. You are not objecting to that ? 

Mr. Horman. Not to that principle; no. Thank you for making 
that correction. 

The Cuarrman. Thank you again, Mr. Horman, for coming to the 
committee. 

(The following letter was received by the committee :) 


AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES, 
Washington, D.C., April 15, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Deak Sir: The American Federation of State, County, and Municipal Em- 
ployees, AFL-CIO, is a labor union comprised of 200,000 members in 46 States. 
We are greatly interested in the provisions of H.R. 3547, which is known as the 
Karsten-Machrowicz bill. This proposal will extend coverage, establish Federal 
standards, improve benefits, and generally strength the unemployment compen- 
sation law. We support the proposed legislation and feel that our views on the 
necessity for Federal standards have been adequately expressed by the other 
spokesmen for the AFL-CIO, who have appeared before your committee and 
filed statements urging that the committee favorably report the bill to the House 
of Representatives. In view of the testimony which you have heard, we do not 
feel it necessary to elaborate at great length regarding the necessity for Federal 
standards. 

We should like to take this opportunity to express our concern over the failure 
of the bill to extend coverage to employees of nonprofit organizations. Although 
the majority of our membership is among the State, county, and municipal 
employees who must be covered by individual State action, we also have in mem- 
bership a large number of community and social welfare agency employees. 
Their employers are exempt from the provisions of the various State unem- 
ployment compensation laws. Under the proposed bill, these employees of 
nonprofit agencies again will not receive unemployment compensation coverage. 
It is in behalf of these people that this letter is submitted with the request that 
it be made part of the record of your committee hearings. 

In a period of recession as we have faced over the past year, unemployment 
compensation benefits are literally a lifesaver for many unfortunate workers who 
lose their jobs. In 1958, nearly $4 billion was distributed to workers who, through 
no fault of their own, found themselves without means of support. Employees of 
nonprofit organizations are no different than are millions of other workers in 
other industries throughout the Nation. They too suffer from instability in em- 
ployment. We submit that it is not fair and equitable for them to be denied the 
benefits of unemployment compensation merely because they are employed by 
honprofit agencies. In 1955, unemployment compensation coverage was extended 
to Federal workers. Prior to that time, it was contended that these workers also 
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did not need nor should not have unemployment compensation coverage. How- 
ever, within the first year after extension of unemployment compensation to 
Federal workers, 166,000 unemployed Federal workers received payments amount- 
ing to nearly $29 million. In the States of Connecticut, Michigan, Minnesota, New 
Hampshire, New York, Oregon, Rhode Island, and Wisconsin, where State legis. 
latures have seen fit to cover State employees by unemployment compensation, 
there has been similar experience. 

Social security is another Federal program which exempted employees of non- 
profit organizations for many years. In 1950, provision was made for the em- 
ployees of nonprofit groups to elect social security coverage. It is significant to 
note that of these nonprofit organizations which could elect such coverage, 90 
percent have done so. This merely confirms what we have learned from our years 
of experience in collective bargaining in this field. Nonprofit organizations want 
their employees to be protected by such programs. Nonprofit employees them- 
selves desire this protection, they deserve this coverage, and they need it. 

We respectfully submit that you seriously consider amending the proposed 
bill to extend unemployment compensation benefits to employees of nonprofit 
organizations. 

Very truly yours, 
Gorpon E. Brewer, 
Ciwil Service Counsel, 
The Cuarrman,. Our next witness is Mr. George Meany. 
Mr. Meany, please come forward, sir. 


STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FEDERA- 
TION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
ACCOMPANIED BY ANDREW J. BIEMILLER, LEGISLATIVE DIREC- 
TOR; NELSON CRUIKSHANK, DIRECTOR, SOCIAL SECURITY DE- 
PARTMENT; AND RAYMOND MUNTS, ASSISTANT DIRECTOR, 
SOCIAL SECURITY DEPARTMENT 


Mr. Meany. Good morning. 

The Cuarrman. Good morning, Mr. Meany. We are pleased to have 
you appear before the committee today in behalf of the legislation 
that is presently being considered. 

We know that you are the president of the American Federation of 
Labor-Congress of Industrial Organizations, and you are 
sir. 

Mr. Meany. Thank 

The Cuarrman. Mr. Meany, we recognize those that are with you at 
the table, but for purposes of the record, though they have been identi- 
fied many times in the past in hearings before the Ways and Means 
Committee, will you identify them? 

Mr. Meany. On my right is Mr. Andrew Biemiller, the director of 
legislation of the A IO, and on my left is Mr. Cruikshank, the 
director of our social security department, and Mr. Ray Munts, assist- 
ant to Mr. Cruikshank. 

May I first express on behalf of the AFL-CIO our appreciation for 
the opportunity which this committee has given us to be heard on the 
important legislation which you have under consideration. 

The outcome of your current hearings will affect the well-being and 
the economic security not only of the 1314 million members of unions 
affiliated with our federation, but of every man and woman in this 
country who works for wages. Because their economic welfare is the 
very foundation of our national economic life, the improvements in 
the Federal-State unemployment insurance system contemplated in 
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the measures before you which have been introduced by Congressmen 
Karsten and Machrowicz and six other members of this committee, 
along with some 120 of your colleagues in the House, can make a 
significant contribution to the continued strength and stability of our 
country. 

Nothing can be more important in this time of worldwide unrest 
than maintaining this Nation’s leadership capabilities. The whole 
free world looks to this country. 

We are here to review the needs of our system of unemployment 
insurance. It is not necessary for me to say that, while we consider 
this program an important part of our economic structure, we do not 
rely on it wholly as a means of preventing unemployment, nor for the 
individual wage earner is it a satisfactory substitute for a steady job 
at good wages. Improvement in our unemployment insurance system 
is but a part, although a very important part, of the broad program 
for recovery and for maintenance of a high-level economy which the 
AFL-CIO is seeking to have enacted during this session of the 
Congress. 

Your consideration of the needed improvements in unemployment 
protection is most timely. 

This is true, first, because despite the series of glowing predictions 
of the imminent end of this recession, unemployment as a pressi 
problem of major urgency is still with us. It has failed to h 
admonitions just to disappear quietly from the scene. It cannot be 
brushed aside. The stark, hard statistics of its extent belie the efforts 
of the economic soothsayers.. And to the individuals behind the sta- 
tistics, it remains the crushing reality of hunger and despair. 

According to the latest figure, there are 4,360,000 totally unem- 
ployed. In addition, nearly 214—2.4—nmillion are compelled to work 
part-time schedules. This represents an equivalent of 1.1 million 
more totally unemployed. 

Furthermore, there is a hidden unemployment of some 300,000 
young ple who would normally have entered the active labor 
market but who are now discouraged from looking for jobs because 
there are no jobs for them. 

True, unemployment therefore is now about 5.8 million, or the equiv- 
alent of 7.6 percent of the labor force. 

There is substantial unemployment in 74 of the Nation’s 149 major 
industrial areas and in 193 smaller industrial communities. 

About 20 percent of the Nation’s productive capacity, plants and 
machines, is idle. 

These hearings are timely not only because of the present emergency 
situation, but because they afford us an opportunity to review our 
“ee with this program in the light of 20 years of experience. 

remember vividly the difficulties facing all of us when unemploy- 
ment compensation was established in the 1930s. The defects in the 
rogram, which we had to accept at that time in order to make a 
ginning, have come back to haunt us with an increasing persistency. 

These committee hearings provide us now with an opportunity not 
available 25 years ago. We now have long experience on which to 
base careful judgments. The last 10 years have been a period for re- 
viewing the performance of the system, for weighing alternative 
ideas, and for deciding what new underpinning is necessary. 
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The Congress has carefully studied the workings of unemploy- 
ment compensation. In 1946 your committee had prepared a staff 
report on “Issues in Social Security.” 

1949, the U.S. Advisory Council on Social Security to the Senate 
Committee on Finance was established. 

In 1951, in 1954, and again last year, your committee probed deeply 
into this same subject. 

Careful studies of the unemployment insurance system have been 
made by the Federal Advisory Council on Employment Security, on 
which labor representatives have been privileged to sit, by the Bureau 
of Employment Security of the U.S. Department of Labor, by private 
organizations such as the Rockefeller Brothers Study Commission, 
and by leading students of the American social security system. From 
all of these deliberations has come a wide area of agreement on the 
criteria for benefit adequacy and the steps necessary for permanent 
improvements in unemployment insurance. 

he wide area of agreement achieved in studes of unemployment 
insurance found expression in 1954 when President Eisenhower first 
urged the States to improve their benefits so that the great majority 
of covered workers would receive at least half of their lost wage when 
unemployed and for at least 26 weeks when they are unable to find 
suitable employment in that length of time. 

This recommendation to the States signaled agreement in both 
litical parties on the dimensions of unemployment insurance. The 
labor movement has been working year after year for an unemploy- 
ment insurance program of at least similar proportions. 

When the fundamentals are so generally accepted, when the sights 
of so many are fixed on the same target, hy is it that year after year 
we continue to fall short of the mark ¢ 

Just how far we still are from the goal has been brought home to 
everyone during the last 2 years. The first glaring inadequacy ap- 
pears with respect to the number of unemployed who are denied pro- 
tection under the system. About 13 million persons from a fifth of 
all American families were unemployed at one time or another last 
year. Only 8 million of these are able to establish eligibility for un- 
employment insurance. 

he second measure of the inadequacy of our present unemployment 
insurance is in its failure to recover a sufficient portion of the wage 
loss; in short, the low benefits. 

When the head of a family receives a layoff slip, he tells his wife 
they must cut down on their spending. But the fact is that the un- 
employed can defer very little of their expenditures—some clothing 
and entertainment costs, for example. They have to make some 
token payments at least if they are buying anything on time, or they 
face big losses. When you are making only $3,000, $4,000, or $5,000 
a year, you find very little cushion in your family budget. You can’t 
put off paying for medical care, or housing, or food, or the transporta- 
tion necessary to look for employment. Even the telephone is a neces- 
sity if you want to stay on tap for job opportunities. 

It hasn’t always been this way, and here is the real tragedy in the 
downgrading of unemployment compensation over the years. In 
1939 a worker making the average weekly wage in his State could be 
certain of getting half of his wage as a jobless benefit in every State 
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in the United States. Today this same typical worker can get half 
his wage in only five States. Everywhere else he receives less than 
that proportion. In Texas and Oklahoma the maximum benefit 
amounts are $28, or only 36 percent of the average worker’s wage in 
each of these States. 

At times it is difficult to be patient with those who have never 
experienced unemployment and yet want to make a big point of the 
fact that half of gross wages is more than half of take-home pay 
today. They forget that a laid-off worker loses more than his pay 
seks he loses paid holidays, vacation pay, pension credits. At the 
end of the first month he loses his group medical and life insurance, 
or he picks up the premium himself at a higher individual rate. A 
benefit of half of one’s wage is in fact less than half of his remunera- 
tion as an employee. 

Benefit amounts last year did not even come close to paying those 
bills that couldn’t be postponed. For the 8 million unemployed last 
year who were fortunate enough to meet the requirements for draw- 
ing benefits, the average was $31 a week, or only about a third of 
their lost earnings. 

We are asking for benefits of one-half of lost earnings, not one- 
third. For the typical union member making $90 a week, this is the 
difference between $30 and $45. I don’t think we are asking for 
much, but I want to say with all the conviction that I have that this 
is the difference between a compensation system that is doing the job 
and one that is a mere detour on the road to relief. 

Last year a laid-off steelworker in Pennsylvania got a benefit of 
32 percent of his wage. An aircraft worker in Georgia got 30 percent. 
A bricklayer in Minnesota got 24 percent of his wage. 

At every session of each State legislature, our AFL-CIO affiliates 
work to raise the dollar ceiling or maximum benefit amount. But in 
altogether too many State legislatures, unemployment insurance has 
come to be called a $2 law. We are able to obtain an increase of $2 
or $4 in the maximum sometimes in two and more generally every 4 
years, usually at the price of higher eligibility requirements and 
stiffer disqualification penalties. 

This failure to raise the ceilings with the rise in wages has com- 
pletely changed the character of unemployment insurance and more 
and more laid-off workers are limited by. the State maximum to less 
than half of their wage. 

In the typical State in 1939, the maximum benefit amount was 65- 
percent of the State’s average weekly wage, and today it is only <4 
percent. For the majority of the insured unemployed, their benefits 
now are fixed by the maximums at a flat benefit level more like public 
assistance and relief than like the wage replacement insurance origi- 
nally intended. 

A third inadequacy of the present system is in the early termination 
of benefit rights for those still unemployed; short duration. 

There are some who will appear before your committee to argue that 
there is no need for any action at this time. They will dramatize the 
gains in unemployment insurance by pointing, for example, to the 
fact that the maximum number of weeks now allowed is substantially 
greater than it once was. This, of course, is true in the absolute 
sense, But we will not be confused. We know, and I am sure that 
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this committee knows, that not all or even the larger number of work- 
ers establish their rights to 26 weeks in State laws which have vari- 
able duration. 

_ Only the higher-paid workers draw these so-called maximum dura- 
tions. Here, too, there has been a subversion from the original intent 
of the founders of our unemployment insurance system. State laws 
once insured all beneficiaries for up to 16 weeks on the theory that 
both low- and high-wage earners fe Poeadin entitled to the same outside 
or a time period in which to find reemployment. But today 
33 States allow many unemployed workers less than 16 weeks on the 
theory that they don’t deserve any longer because their past earnings 
don’t justify it. 

Variable duration, as this is called, undermines the insurance prin- 
ciple by focusing attention on one’s wage record rather than on the 
contingency of unemployment, somewhat like reducing a man’s life 
insurance benefit because he died before his premiums added up to 
the face value of the policy. In only 8 States today do all claimants 
qualify for a minimum potential duration of 26 weeks, the standard 
recommended by the Social Security Administration for many years 
and by the President since 1954. 

Again the question arises: Why are we falling short of the mark? 

Back of all these questions of the amount of the benefits to be paid 
and for how long they should be paid lies the basic question which 
only the Congress can decide. That is the question of where Federal 
responsibility starts and where it ends in order that this Nation can 
stop the long downhill slide that has characterized our unemploy- 
ment compensation system throughout most of the past 20 years. 

As a Nation we are paying too great a price for the absence of 
standards in unemployment insurance. We have continually post- 
poned the hard decisionmaking. 

Let me summarize briefly the effect of the successive rejections of 

benefit standards on wages and salary earners this last year. 

First, as is indicated above, a third of the 13 million people in the 
country unemployed at one time or another did not receive unemploy- 
ment compensation benefits. Almost 3 million, or two out of every 
five eligible to draw benefits, exhausted the number of weeks of their 
entitlement before finding a job. Less than one-fourth of total wages 
lost were replaced by compensation benefits. 

One-fifth of the families affected lost at least $2,000 in income. 

Public assistance rolls have skyrocketed: In Michigan, 30,000 fam- 
ilies last year went on relief specifically because of the shortcomings 
in unemployment compensation benefits; Minnesota had the largest 
relief case load since 1942; New Jersey relief rolls were up 50 percent 
over a year ago, and in Kentucky, county general assistance funds ran 
out, leaving thousands of families destitute. 

If the proposed coverage and benefit provisions had been in effect 
last year, then another $1.5 to $2 billion would have been paid to the 
unemployed. When this was pens and spent again by the oo 
and the andlord, and again and again, it would have added during 
the year several billion dollars more in effective demand for goods 
and services which would have helped to produce a much faster re- 
covery from this recession. ; 

The enactment of the Temporary Unemployment Compensation 
Act, last year, and its partial extension for another 3 months this year 
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were themselves, of course, a recognition on the part of the Congress 
of a degree of Federal responsibility in this area. We do not under- 
estimate the value to the unemployed of the benefits paid out under 
this program, though we were distressed that only 22 States saw fit 
to extend their duration in response to the impetus it provided. 

Without dwelling here on the basic limitations of temporary, emer- 
gency action of this kind, we should like to bring to your attention 
certain inherent dangers to the system that can result from sole re- 
liance on it. 

First, there is the danger that the States will take it as an indication 
that there is no real need for them to take action, as the Federal Gov- 
ernment stands ready to bail them out of any difficulties occasioned 
by the inadequacies of their State unemployment insurance laws which 
may arise in any future recession. f 

econdly, reliance on emergency action by the Federal Government 
can obviate one of the main advantages of an unemployment insur- 
ance system; namely, its ability to get benefit payments into the hands 
of the unemployed quickly at the very onset of a downward move of 
the economy. 

It is in the nature of things that special congressional action sup- 
plementing State unemployment compensation benefits in a national 
emergency does not come quickly enough in the downswing of the 
business slump. An adequate unemployment insurance system, on the 
other hand, will adjust itself immediately and automatically, at the 
earliest stages of the downswing, to the needs of laid-off workers. 

While Congress recognized a Federal responsibility in unemploy- 
ment compensation last year, it did not enact a Federal standards bill 
to give leadership and support needed by the States for a progressive 
evolution of their laws. Pom the experience of our State AFL-CIO 
affiliates, which year after year have worked for better unemployment 
compensation, we are convinced that the States need help. There are 
three basic reasons why they cannot do the job unaided and why a 
responsibility rests with Congress. 

irst of all, we are Sacer ‘ig ae by the fact that the State 
benefit provisions are geared to insufficient financing arrangements 
instead of financed to provide an adequate level of benefits. That is, 
the contingency is adjusted to meet the cost instead of adjusting the 
cost to meet the contingency. 

Second, separate State programs financed entirely apart from one 
another leave the whole system vulnerable to the unequal incidence of 
unemployment. This raises the specter of insolvency and discourages 
in each State the liberalization of benefits. 

Third, competition among the States for industry leaves them sus- 
ceptible to employer threats that higher benefits and higher tax rates 
will jeopardize the State’s industrial future. 

If the employer tax contributions to unemployment insurance had 
been fixed at a flat 3 percent, the income would have financed a pro- 

am far broader than even the one now proposed. We do not be- 

ieve a level rate nearly as high as 3 percent as set forth in the original 
act would be necessary to finance an adequate system. The relatively 
low amount of unemployment in the war an twar years would 
sis enabled the system to acquire pane gata funds at a 
ower rate. 
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However, because of the lack of any floor under the contribution 
rate, encouragement was given to those whose sole objective was to 
drive down their tax rate at whatever cost in terms of the basic 
objectives of the program. The result of this effort has been to drive 
the average tax rate from 2.7 percent of the taxable payroll in 1938, 
to 0.9 percent of present day payrolls. 

Translated in terms of cents per hour worked, unemployment com- 

nsation taxes have declined from 4 cents per employee-hour worked 
in 1939 to 1.3 cents per hour worked in 1958. In many industries, 
unemployment insurance costs less than Christmas bonuses and sug- 
gestions awards. 

The proposed bill will not eliminate employer experience rating 
and we do not want at this time to fight the old battles that surround 
this subject. While some States have developed experience rating 
plans that do not goad Se A into contesting every employee 
claim, the “employer-fault” idea in experience rating is still as false as 
the day it was born, but we do not wish to dwell on this point as it is 
not relevant to the proposals now before this committee. 

We are more interested in seeing that the States have the latitude 
that they need to develop sound financing methods; the proposed bill 
does not eliminate experience rating; it simply does not make it com- 
pulsory. 

A problem more fundamental even than experience rating is the 
fact that the present system of financing unemployment insurance 
has contributed to making it much less effective in serving a broad 
ne interest. The drive for lower tax rates brings about pressure 

or legislative enactments that use every conceivable and capricious 
device to avoid payment of benefits. This undermines the funda- 
mental purpose of the law as described by the Supreme Court in the 
Carmic i case to be “the public purpose of relieving unem- 
ployment.” 
» Let me illustrate the kind of situations that these legislative pres- 
sures combined with employer policing of claims have brought sliest: 

One worker complained about his employer in a drugstore; when 
the word got back, he lost his job and was then disqualified from bene- 
fits as “discharged for misconduct.” In all but two or three States 
a man looking for work who breaks his arm is disqualified as “un- 
available for work,” even though there is no work for him to turn 
down. A number of States disqualify for the entire duration of W- 
employment, which in effect is punishment for economic circum- 
stances rather than for the disqualifying act. 

In Michigan, a woman confided to her employer that she was preg- 
nant, but assured him she would be around for 5 or 6 months. That 
afternoon she was discharged and then disqualified from compensa- 
tion benefits on the grounds that pregnancy caused her unemployment. 

In one State, Ohio, employers have specially organized the business 
of challenging the workers’ rights to benefits. Employers hire outside 
“service” firms to contest all claims. These firms charge a fee based 
on their success in defeating employee appeals. 

While it is true that situations like these have transformed some 
unemployment compensation laws into little labor relations acts deal- 
ing with standards of conduct applicable to the worker in his rela- 
tions to his employer, and while it is true that experience rating pro- 
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vides the incentive for this, I want to reiterate again that the prob- 
lem is — than just which method of financing is superior. 

The basic problem is that so long as the standards of benefits are 
not specified, the benefit amount and duration and all the criteria of 
eligibility and disqualifications are tailored to fit insufficient financing. 
Low-cost financing has become the overriding objective. 

The nr Federal unemployment compensation standards bill 
will put a brake on the tax incentives that are encouraging employers 
to carve up State laws. 

First, by establishing benefit standards, the bill gives each State a 
definite objective for its financial decisions. Tax rates can be ad- 
a to the cost of benefits, instead of the other way around. No 
onger will we have to listen to the arguments that drone on with dif- 
ferent words always to the same tune; in good times employers argue 
that improvements aren’t necessary, and in bad times they argue that 
they cost toomuch. The longrun cost of these benefit standards have 
been estimated by the technicians of the Bureau of Employment Secu- 
rity as 50 percent more than the cost of the present program, which 
means that for 2 cents per employee-hour worked, only half the orig- 
inal cost, we could have a decent system of unemployment insurance. 

In the second place, the bill would aid the States toward better 
financing by allowing them to choose, if they wish, an alternative to 
experience rating. They would have an option, either experience 
rating or flat rate reduction for all employers. We hope those em- 
ployers who feel so ardently about States rights will ss <a this 
proposal to give States more latitude in their decision-making than 
Is itted them under the rigid requirements of the present act. 

yhen unemployment compensation taxes begin to reach the dis- 
appearing point, other States become concerned about competition 
for new industry. They become easy prey for those who argue that 
it is time to put unemployment compensation on the sacrificial altar. 
For years we have seen these representatives of national corporations 
and employer groups whipsaw the States one against the other with 
the result that ultimately threatens the very existence of this poten- 
tially beneficent system for protecting the unemployed. 

Let me cite you a few examples of how some employer representa- 
tives have used the interstate competition argument to oppose 

irst, from the Manufacturers Association of Connecticut: 

Our State is competing today for more plants and new industries. To hike the 
jobs of doing business in Connecticut is not the road to more jobs, but to less 

obs. 

In Kentucky, the General Electric Co. wrote all State legislators 
last year in this vein: 

No other southern States—except Arkansas and Alabama—have seen fit to 
extend benefits. These southern States represent our major competition for 
the new jobs of expanding business and industry. 

In Ohio in 1958, Mr. Hershel C. Atkinson, executive vice president 
of the Ohio Chamber of Commerce, wrote what he called “A Political 
Primer for Businessmen,” following labor’s fight to improve unem- 
ployment compensation. He says that it— 


could have been foretold that a central issue would be whether the proposal 
would put Ohio at a competitive disadvantage with other industrial States— 
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and he describes how business organized to tell this story— 

in a hundred different forms, until the idea was thoroughly saturated in the 
minds of Ohioans no matter what their station * * *. Newspapers and legislators 
are thoroughly alert to the argument. 

No State, big or small, has been spared this treatment when un- 
7 ie. gp compensation was the issue, not even the District of 
ons le, that Mr. Frank A. Gunter, speaking for the 

note, for example, that ‘ unter or 

Washington Board of Trade, argued before the Senate District of 
Columbia Committee last year that— 

the comparability of the laws in the District of Columbia, Maryland, and Vir- 
ginia has been increasingly important and will become more so now that more 
of the people of greater Washington live in contiguous areas of these adjoining 
States and now that many employing enterprises are moving out of the Dis- 
trict of Columbia as costs and conditions become more palatable outside the 
Federal City. 

It is not difficult to evaluate the political effectiveness of these argu- 
ments. It is somewhat more difficult to evaluate whether variations 
in unemployment compensation tax rates as between States are an 
important factor in the location of industry. 

e suspect, however, that in most cases the spector of interstate 
competition for industrial development is raised for the = itical pur- 
pose of preventing benefits and cost increases in unemployment com- 
pensation, whether or not these cost charges would, in fact, affect 
the location or relocation of industry. Whether it is a real threat or 
an “imaginary horrible,” the interstate competition argument has been 
cited by the Governors of several States as a major obstacle to rais- 
ing benefits, and aking with us, they are urging Federal standards to 
place the States, in the words of the Supreme Court, “on a level of 

A Federal floor to benefits will not, of course, remove all the cost 
differential that now exists between the State programs. It will 
remove that part due to the difference in benefit levels. That this 


is substantial can be seen by contrasting the extremes. 
- On the one hand are some States with maximum basic weekly bene- 


fit amounts over $40, and on the other are those with benefits under 
$30; there are States that entitle every claimant to a potential dura- 
tion of 26 or even 30 weeks, and there are others that cut some claim- 
ants off after 5 or 6 weeks. In some States the average employer tax 
rate is only one-seventh of that in other States. 

Minimum benefit standards would eliminate that part of the dif- 
ferential due to the wide variation in benefits, and. to that extent 
would remove the existing interstate tax incentives for low benefits 


and short duration. 
The rest of the differential in cost is due to the fact that the 


incidence of business slumps is unequal in its effect on employment. 
Recession is caused by nationwide economic forces, but each State is 
now asked to finance fully all payments to its own unemployed. 
States reserves are isolated from one another with no pooling of risk, 


leaving each State’s fund unsupported during a slump in its major 
economic activities, except for limited provisions for borrowing. 


Last year six of the State systems almost went broke—two had 


to borrow from the Federal loan fund and two others now want to— 


while the others ended 1958 with combined reserves of $7 billion. 
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That sentence means that six systems almost went broke. The 
other States combined wound up with reserves of $7 billion. 

This completely independent State-by-State financing requires 
higher reserves and lower benefit amounts than would otherwise be nec- 
essary. This in turn produces one of major resistance to liberal- 
ization of benefits, the fear of insolvency. It also magnifies the cost 
differential as between States even though in no sense can employers 
in a given State with a high rate of benefit claims be called respon- 
sible for its unemployment. . : 

The Federal unemployment compensation bill would remedy this 
situation by providing a system of reinsurance which would backstop 
any States faced by an emergency of continuous heavy payments. 
This alleviates the dangers of separate State financing, removes the 
financial objection to higher benefit amounts, and further diminishes 
the cost differential between States. 

One misconception about this reinsurance system should be clari- 
fied. It is a misconception which is being used by the opponents of 
this bill in an attempt to discredit it. They argue that it will cause 
the better-financed States to take on the burden of those States that 
are broke. : 

This is not the case at all, because the fund from which the rein- 
surance grants would be paid is to be built up from that part of 
the unemployment-compensation tax that accrues to the Federal 
Government, the 0.3 percent against which there is no State offset. 
A part of that Federal money now goes to pay the administrative 
costs and the reinsurance fund, like the Federal loan fund now in 
operation, would accumulate from the difference between the income 
of this tax and the administrative costs. There would be no drain 
on the accumulated reserves of any State unemployment compensa- 
tion fund. 

Furthermore, to be eligible for a reinsurance grant, a State would 
have to have a certain specified minimum adequate financing, as well 
as a high rate of benefit payments, 

Beneath all the apparent complexity of the problem confronting 
the Congress in this area, there emerge certain clear propositions 
which I should like to present by way of summary : 

(1) There is general agreement that States should meet certain 
defined goals of adequacy. The differences arise with respect to how 
they are to meet them. it is our view that it is not feasible for them 
to aibosnipt to meet the agreed goals by independent action, and we 
submit that the record of failure to date supports that conclusion. 

(2) Exhortations to the States, even from the highest levels of 
Government are of no avail, The President has recently stated his 
hopes that the States this year will achieve the desired objectives, but 
is this not again a pious sentiment supported neither by past expe- 
rience nor by the record of legislative enactment to date ? 

Twelve States have enacted improvements so far this year, but not 
a single one attains the two benefit objectives, and in each instance 
small benefit gains are accompanied by greater restrictions in other 
parts of the laws. Four State legislatures have finished their 1959 
session with no improvements, including one State where the Gov- 
ernor vetoed small increases. is is not time for rhetoric; it is time 
for appraisal and decision. 
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(3) While we have what is known as a Federal-State system of 
unemployment insurance, the present law is not clear as to the areas 
of responsibility between the Federal Government and the States. 
This lends itself to playing one center of responsibility against an- 
other by those who oppose improvements and who are more concerned 
with tax rates than with the social and economic objectives of an un- 
employment insurance system. 

Here are two examples of how this is done: 

Last year a representative of one of our major manufacturing com- 
panies told the Senate Finance Committee that Congress did not need 
to take action because the States “can, should, and would do some- 
thing,” and he further stated that his company was in favor of doing 
something. A few weeks later, another representative of this same 
company wrote all members of the State Legislature in Kentucky that 
they should not hold a special session on unemployment compensation 
benefits and that his company was opposed to any extension of 
duration. 

The second example occurred just a year ago when the members of 
your committee were treated to an analysis of the local character of 
unemployment by Mr. Norris W. Ford, executive vice president of the 
Manufacturérs Association of Connecticut. According to Mr. Ford: 

The problem of unemployment is essentially a matter which must be handled 
on a local basis. The economies of no two States are alike * * *. We feel con- 
fident that Connecticut is well able to finance any unemployment of any welfare 
that is needed in the State of Connecticut. 

Mr. Ford, while testifying here, probably forgot that a few weeks 
earlier he had argued against legislative action in Connecticut because 
of the national character of unemployment. These are his words to 
the Connecticut Development Commission : 

The present period of business readjustment is not confined to Connecticut. 

_ It is nationwide * * * State governments should not be expected to enact spe- 
cial legislation every time the national economy fluctuates * * *. There is no 
emergency that would be remedied by a special session of the General Assembly 
at this time. 

(4) Within the Federal-State system now in effect there is a rigid 
Federal standard, imposing on the States a system of financing which 
moves State taxes for unemployment compensation into the competi- 
tive area, This system operates in a manner to provide substantial 
financial rewards to taxed employers within a State having low bene- 
fits, short duration and provisions excluding unemployed workers 
from the protection of the program. In the absence of standards 
which set a floor under benefits, the operation ef the financing standard 
provides the driving force to reduce benefits and shorten duration. In 
short, much of the present difficulty arises from this basic incon- 
sistency in the present law—a rigid standard on method of financing; 
complete lack of standards on the benefit side. 

(5) Because of the requirement that each State separately and inde- 
pendently finance its own unemployment benefits, and because the 
impact of national recession falls unevenly, the burden of the national 
problem of unemployment is distributed unevenly and unfairly, and 
sometimes disastrously among the States. 

The proposed Federal unemployment compensation standards bill 
would in large part meet these essential problems. We submit, there- 
fore, that its enactment is imperative to the preservation of the 
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Federal-State structure of our unemployment compensation system. 
We therefore urge your favorable action on the measure and its adop- 
tion by the Congress during this session. 

Mr. Chairman, I would like permission to supplement this statement 
with some tables and other technical material in support of our posi- 
tion, prepared by our AFL-CIO Department of Social Security. 

(Material referred to follows :) 


THE CASE FOR THE FEDERAL UNEMPLOYMENT COMPENSATION 
STANDARDS BILL, 8S. 791 AND H.R. 3547 


(Department of Social Security, AFL-CIO, Washington, D.C., Nelson H. 
Cruikshank, director; Raymond Munts, assistant director) 


ON STATISTICAL DATA 


Unless otherwise indicated, the data in this study is accurate as of January 1, 
1959. Changes in State legislation since January 1, usually scheduled to go into 
effect July 1 or later, are not taken into account in the text, unless the change 
would affect the conclusion drawn. 

However, all amendments to State unemployment compensation law enacted 
this year up te April 8, are noted on page 420. 


SUMMARY OF PROVISIONS 


The bill recognizes that in order to achieve the goals of employment stabiliza- 
tion and security against unemployment and in order to strengthen the economy 
and the welfare of the Nation, certain improvements in the unemployment com- 
pensation program are necessary. It extends to certain new categories of work- 
ers the benefit of the unemployment compensation program and prescribes cer- 
tain uniform minimum standards with respect to weekly unemployment compensa- 
tion benefits and the period of time for which such benefits will be payable. It also 
provides for the establishment of a fund composed of present Federal unemploy- 
ment tax collections from which the administrative costs of the program will be 
paid and from which reinsurance grants will be made to States which suffer 
excessively high rates of unemployment. 

Section 2 of the bill establishes the additional standards which a State law 
must meet in order to be certified by the Secretary of Labor for the purpose of 
permitting credit against the Federal tax for employer contributions under the 
State law. The additional standards cover the following areas: (1) The maxi- 
mum and minimum weekly benefit amounts provided by the State law; and (2) 
the duration for which benefits are payable under the State law. 

1. Weekly benefit amount.—Section 2 requires that the maximum benefit under 
the State law be not less than an amount equal to two-thirds of the average 
weekly wage within such State. It also requires that subject to this maximum 
every individual receive a benefit equal to at least one-half of the individual’s 
average weekly wage. In no case would an individual receive a benefit in 
excess of the State maximum. 

Thus, if the average weekly wage in covered employment in State X is $60, 
the State law must provide a maximum weekly benefit of at least $40. An 
individual whose average weekly wage is less than $60 would be required 
to receive a weekly benefit of at least 50 percent of his own wage. The indi- 
vidual who earns $50 a week would only receive a weekly benefit of $25 a week. 
The individual who earns $60 a week would receive only $30 a week. In no 
case, however, would State X be required to pay anyone more than $40 weekly. 
Individuals who receive $80 a week would be entitled to the $40 but no individual 
who earns more would be paid a greater benefit. 

2. Benefit duration—Section 2 of the bill would require that all eligible in- 
dividuals be entitled to benefits for at least 39 weeks of unemployment. This 
does not mean that every individual will automatically receive 39 weeks of 
benefits in a year. State laws all require that the individual be unemployed 
‘and that he be able and available for work during each week of unemployment. 

3. Supplemental unemployment benefits—The only standard with respect 
to disqualification provisions of State laws applies to benefits paid under pri- 
vately established supplemental benefit plans. Section 2 would specifically pre- 
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clude the denial or reduction of State benefits because of the receipt of private 
supplemental unemployment benefits. Only two States now reduce benefits 
because of the receipt of supplemental unemployment benefits. Forty-two 
States, the District of Columbia, and Hawaii hold that the payment of supple- 
mental unemployment benefits does not affect an individual’s right to State 
unemployment compensation benefits. 

Subsection (a) of section 3 of the bill extends the coverage of the Federal 
Unemployment Tax Act to employers of one or more individuals. 

Subsection (c) of section 3 adds definitions of “benefit year,” “base period,” 
“high quarter wages” and “average weekly wage” to the present definitions. 
These definitions are necessary in order to avoid contravention by a State of 
the amendments proposed in subsection (a). 

Seetion 4 would give additional freedom to the State in determining the 
methods of reducing employer’s taxes under the State law below 2.7 percent. 
Under present law, if a State wishes to impose a tax lower than 2.7 percent 
on employers, it may only do so by instituting a system which rates individual 
employers on the basis of their own experience. A State which desires to 
levy a uniform rate of less than 2.7 percent on all employers is now unable to 
do so. 

This amendment would permit a State to levy a uniform contribution rate of 
less than 2.7 percent. It would also permit a State which desires to continue a 
system of individual employer experience rates to continue to do so. In short, 
it imposes no new Federal requirement; it relaxes the existing requirements. 

Section 5 amends those provisions of the Social Security Act relating to grants 
to States for administration of State unemployment compensation laws by 
providing that all collections under the Federal Unemployment Tax Act are 
earmarked in the Federal unemployment account in the unemployment trust 
fund. This account was established by Congress in 1947. 

Section 5 provides that all funds for administration of State laws, including 
contingency amounts which are to be expended only in the event of unforeseen 
changes in economic conditions, shall be charged against the Federal unemploy- 
ment account. Unemployment compensation administrative expenditures of 
the Department of Labor shall also be charged to the Federal unemployment 
account. 

Section 6 repeals provisions of the present law inconsistent with the changes 
made in this bill. 

Section 7 provides that a State whose accumulated funds for unemployment 
, compensation has reached a precariously low condition will be entitled to a 

reinsurance grant from the Federal unemployment account. The amount of 

such grant will be limited to three-fourths of the excess by which compensa- 
tion payable under such State law exceeds 2 percent of the State taxable 
payroll. In other words, only where unemployment benefits cannot be financed 
through a 2 percent contribution rate will the State receive any Federal grant. 

To the extent that its costs exceed 2 percent, it will still be required to finance 

one-fourth of the costs out of State funds. 

In order, however, to avoid the possibility of a State permitting its fund to 
reach a precariously low condition in order to receive a Federal grant, the 
bill requires that as one of the conditions of eligibility that whenever a State's 
fund drops below 6 percent, it impose a minimum rate of contribution of at 
least 1.2 percent. 

Section 7 changes title IX of the Social Security Act and makes certain tech- 
nical changes in section 904 in order to achieve consistency with the substantive 
amendments proposed by the bill. 

Seetion 8 of the bill provides that the above provisions extending coverage 
and establishing benefit standards which must be met by State laws shall be 
effective as of July 1, 1960. This would give to the States sufficient time to 
make the necessary statutory changes in their State unemployment ecompen- 

sation laws before the standards become effective. 


NEED For BENEFIT STANDARDS INDIVIDUAL BENEFIT OF HALF Lost WacGEs 


The weekly benefit amount standard proposed in H.R. 3547 consists of two 
related parts: 

It would require an individual benefit amount of 50 percent of the claimant’s 
average weekly wage subject to a maximum of two-thirds of the State’s average 
weekly wage. This maximum would allow individual benefits of half the lost 
wage for about three-fourths of all workers covered by the law in each State 


Only 
thar 
A 
prin 
pror 
of t 
ploy 
The 
a pe 
of u 
toa 
the | 
reen 
find 
able 
A 
Lay: 
his 
sura 
least 
Dur! 
vaca 
the | 
Ww 
are | 
65 p 
men 
abili 
also 
tem] 
65 pe 
Be 
ber « 
ploy: 
non\ 
bene 
of ne 
Or 
cent 
depa 
time 
most 
week 
aver 
ings. 
the 
Al 
part 
wage 
aver 
wage 
form 
part 
Nort 
age 
norn 
bene 
aver: 
year 
Th 
stric 
State 
that 


UNEMPLOYMENT COMPENSATION 411 


Only the highest one-fourth of wage earners would then receive benefits less 
than half their individual lost wage. 

A benefit of half the individual’s weekly wage is a minimum floor. This 
principle was built into the early unemployment compensation laws as a com- 
promise. It was then argued that benefits should pay no more than a fraction 
of the wage so as to prevent malingering. However, what impels the unem- 
ployed worker to seek employment is not merely a matter of the level of benefits. 
The “incentive to work” is affected by his seniority rights which have become 
a part of the employment relationship in most industries since the inauguration 
of unemployment insurance. Millions of workers now have a regular attachment 
to a payroll and their job and job rights depend on their reporting for the work if 
the plant is operating. 

The purpose of unemployment insurance is not to secure the speediest possible 
reemployment of workers at whatever wages and at whatever skills they can 
find jobs, but to give workers a short-run carrying power so that they may be 
able to preserve, to the best of their ability, those skills and their earning 
power. 

A benefit of half of lost wages was more adequate 20 years ago than it is today. 
Layoff then meant only loss of the weekly wage. Today the wage earner loses 
his paycheck, then by the end of the month, he usually loses his medical in- 
surance and in a few more months, he may lose his group life insurance—or at 
least he will have to pick up the bill himself at a substantially higher premium. 
During layoff he does not now accumulate pension credits, he no longer gets 
holiday pay under most contracts, he loses every day of layoff some of his future 
vacation pay; he may also lose some of his Government oldage pension because 
the layoff cuts down the average wage used to compute his OASI benefit. 

Withholding taxes, since 1948, are a consideration in the other direction. There 
are any agreements between management and labor that a weekly benefit of 
65 percent of net wages does not adversely affect the incentive to seek employ- 
ment, There are thousands of labor contracts providing temporary weekly dis- 
ability benefits of this amount; supplemental unemployment benefits agreements 
also recognize this principle. The proportion of wage loss compensation in the 
temporary disability formulas of most State workmen’s compensation laws is at 
65 percent of wages net of taxes withheld. 

Because withholding taxes affect workers differently according to their num- 
ber of dependents, the AFL-CIO is willing to accept weekly benefits under unem- 
ployment insurance at 50 percent of lost wages. We believe that the increase in 
nonwage compensation about offsets the affect of withholding taxes and a weekly 
benefit of 50 percent of gross wages roughly approximates a benefit of 65 percent 
of net wages. 

Originally, unemployment compensation laws established benefits at 50 per- 
cent of the worker's full-time weekly wage. Almost all State laws have now 
departed from this and now average the worker’s earnings over a period of 
time, either over a quarter (13 weeks) of his base year in which he made the 
most wages or over his entire base year, before figuring 50 percent of average 
weekly earnings. Obviously, the longer the period over which the earnings are 
averaged, the greater the reduction in benefit amount relative to full-time earn- 
ings. The benefit is, in effect, reduced because of lost time due to no fault of 
the worker, such as illness, layoff, etc. 

Among the States that use a high quarter formula, three have already de- 
parted even from the principle that benefits should be half of averaged weekly 
wages (Arkansas, California, and Massachusetts). Two States that use an 
average weekly wage formula have also departed from the one-half of weekly 
wage principle (Michigan and New Jersey). And all of the annual wage 
formula States, by averaging earnings over too long a period, have in effect de- 
parted from the principle (Alaska, Kentucky, Maine, Minnesota, New Hampshire, 
North Carolina, Oregon, Washington, and West Virginia). These States aver- 
age earnings Over a year and provide a benefit considerably less than one-half 
normal full-time weekly earnings. The proposed standards would require that 
benefits be 50 percent of weekly wages averaged over the highest quarter or 
averaged over weeks of employment, but not when averaged over the entire base 
year. 

The trend in State laws since 1952 is very definitely in the direction of re- 
stricting the weekly benefit amount to a smaller proportion of wages. Of 33 
States which have altered the weekly benefit formula, 25 now provide a benefit 
that is a smaller fraction of the weekly wage than they did in 1952. Only 10 
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have liberalized the benefit amount to a larger proportion of the weekly waee. 
(See table I.) 

The importance of providing a benefit of at least half of gross weekly wages 
or about 65 percent of take-home pay can be seen in recent studies of the in- 
elasticity of family budgets. Judging from the “City Worker’s Family Budget” 
compiled by the Department of Labor, which is necessary to provide a “modest 
but adequate” standard of living, the nondeferable expenditures for housing, 
food, utilities, and medical expenses make up about two-thirds of the total. 
Beneficiaries’ studies conducted by the State employment security agencies and 
the Bureau of Employment Security of the Department of Labor show that 
four-person households must continue to spend about three-fifths to two-thirds 
of their normal cash outlay for food, shelter, utilities, and medical care when 
the head of the household is laid off. The unemployed can defer few of their 
expenses—some clothing, entertainment, transportation, and personal care costs. 
The prevalence of buying on time can mean big losses if they fail to keep up at 
least token payments. Family budgets just are not very elastic, especially for 
lower income workers. Furthermore, the longer the period of time a worker is 
unemployed, some items that were deferable for a few weeks become less de- 
ferable as his unemployment drags on. 

The opinion is widely held that unemployment insurance as a wage-loss sys- 
tem, i.e., that benefits should be paid as a fixed proportion of wage loss, is now 
a generally accepted principle. This is not the case as one may see by examin- 
ing recent employer statements, such as have recently issued from Unemploy- 
ment Benefit Advisors, Inc., and the U.S. Chamber of Commerce. For example, 
the chamber of commerce argues that the buying power of the average unemploy- 
ment compensation benefit today is substantially greater than in 1939, the aver- 
age weekly payment then being $10.66 as against $30.45 in October 1958. Living 
costs, according to the chamber, increased 108 percent during that period, “so 
that today it would take $22.17 to buy what $10.66 would in 1939. But today’s 
$30.45 unemployment compensation payment is 30 percent above $22.17.” 

Even relief programs which adjust benefits according to need do not choose 
some outdated standard of living as the criterion for need. Unemployment in- 
surance benefits are not intended to be a nosedive to mere subsistence. Prices 
and wages have risen since 1939 and there is no reason to tie benefit increases 
only to the price rise. 

Man-hour productivity has risen 175 percent from 1939 to 1958. If we adjust 
the average benefit for both price and productivity increases during that time, 
benefits today would be about $38. This is approximately what the average 
benefit would be if the 50 percent of lost wages principle were realized for the 
great majority of unemployment compensation beneficiaries. 

Benefits today should buy more goods and services than they did in 1939. A 
standard of living appropriate to a jobless worker 20 years ago is not appropri- 
ate today; medical care, housing and transportation that were once luxuries are 
now necessities. Getting a layoff slip should not mean a transfer to the 1930's. 
The principle of unemployment insurance is to tie the benefit to the wage which 
over the years provides the laid-off worker with the recognition that he too 
through greater productivity has contributed to making this a wealthier country. 


MAXIMUM BENEFIT AT TWO-THIRDS STATE’S AVERAGE WEEKLY WAGE 


It is absolutely necessary to nail down through a Federal standard the 
principle that benefits must be at least half of regular earnings, and it is 
equally important to raise maximums so that the half-of-wages principle will 
operate for the great majority of covered workers. 

In 1989, an average manufacturing worker making $23 a week received a 
benefit of half his wage in all States. But in 1958 that same average manu- 
facturing worker, now making a wage of $90 a week, gets a benefit of half his 
wage in two States only, New York and Wyoming. In all other States, he is 
held down by the maximum to less than that proportion of his wage. In four 
States (Oklahoma, Verment, Texas,;and Virginia) his benefit is limited to the 
$28 maximum which is only 31 percent of his wage, and in Arkansas and South 
Carolina, the maximum of $26 is only 29 percent of his wage. For a State-by- 
State analysis of how workers at varying wages receive less than half of their 
weekly wage, due to the low State maximums, see table II. 
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Maximum benefits relative to average weekly wages have declined in every 
State since 1939. (See table III.) Whereas the median State used to have 
a maximum at 65 percent of average weekly wages, the median is now 44 percent. 


Number of States and 
Territories 


1939 1958 


The maximum benefit as percent of each State’s average weekly wage: 


In 1989, even if a State had a maximum at 70 or 80 or 90 percent of average 
weekly wages, no individual received that proportion of his own wage as a 
benefit. A high maximum relative to average weekly wages simply means that 
a larger number of the eligible workers will receive a benefit of half of their 
individual wage. 

It has been estimated by the U.S. Department of Labor that “* * * if the 
majority of covered workers is to be eligible for benefits equal to at least half 
their regular earnings, the maximum would need to be from three-fifths to two- 
thirds of the average wage of all covered workers.” 

It will be recalled that the President has recommended that the maximum 
be high enough so that the great majority of covered workers can be eligible 
for at least one-half of their wages. He has reiterated this recommendation 
each year since 1954, but at the present time no State has a maximum at even 
60 percent of average weekly wages, and only six States have a basic maximum 
at least 50 percent of State average weekly wages. ‘These six States account for 
only 4 percent of the covered workers in unemployment. At the other extreme, 
the maximum represents less than 40 percent of average wages in 13 States with 
34 percent of the covered workers. (See table IV.) 

Nor has there been much improvement since the President began recommend- 
ing in 1954 that benefits be improved. At that time, 3 States with 3 percent of 
the covered workers had maximums representing 50 percent or more of average 
covered wages, and 19 with 37.3 percent of the covered workers had maximums 
representing less than 40 percent. (See table IV.) 

The present administration policy of asserting that States in 1959 will enact 
legislation approximating the recommended standards is based purely on wishful 
thinking. The year 1955 was a relatively good year for unemployment com- 
pensation but no State even came close to the recommendations. If we look at 
the record for the major legislative years, 1951 through 1957, we see that 25 
States actually slipped backward in their maximum benefit amount relative to 
wage levels. (See table V.) 

The failure of the States to raise maximums proportionately with the rise in 
wages has gradually converted the unemployment insurance program from a 
wage-related’ benefit system to a flat benefit amount program for about one-half 
of the unemployment compensation beneficiaries. In three States (Illinois, 
Louisiana, and Ohio) the proportion at the maximum was 80 percent or more 
during 1958. Almost all of those who received the maximum amount prescribed 
by the State laws are getting less than one-half of their weekly wages in benefits. 
Certainly when 80 percent of claimants receive identical benefits, ie. the max- 
imum allowed, the wage-related benefit system has practically ceased to exist, 
and the State has, in effect, a flat benefit program. (For the proportion of new 
insured claimants receiving the maximum basic weekly benefit and therefore 
limited to less than half of their own individual weekly wage, State-by-State, 
see table VI.) 

Significant changes would have to be made in many State laws to have maximum 
benefits constitute either three-fifths or two-thirds of the average weekly wage. 
As of September 1958, only five States could attain these standards by increasing 
their maximum by $10 or less. Six States would have to increase their 
maximum by $20 or more. (See table VII.) 

Analysis can also be made of average weekly benefits relative to wages but 
average weekly benefit paid to unemployment compensation beneficiaries is a 
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function of the wage level of the beneficiaries at any particular time as well 
as the maximum amount and the benefit formula in the State statutes. This 
detracts from its value as a criterion or measure of adequacy. A recession in 
the heavy industries such as we have had in 1958 when higher wage workers 
are unemployed will show a higher average weekly wage for beneficiaries than 
will the average weekly benefit paid during a slump in the soft goods industries, 
such as we had in 1949 and 1954. Furthermore, over a period of time as wages 
rise the average weekly benefit paid will rise also, even though the State stat- 
utery maximum benefits and the weekly benefit formulas were to remain the 
same. According to the Department of Labor, “there is considerable uncertainty 
over the relationship between the average wage of claimants and the average 
wage in covered jobs. Again, largely because of variations in economic condi- 
tions, this relationship varies from State to State and over time, thereby limiting 
the usefulness of the ratio of average benefits to average wage in covered jobs.” 
(Source: “Adequacy of Benefits Under Unemployment Insurance,” staff report, 
U.S. Department of Labor, October 1958, p. 16.) 

The best criterion for level of maximum benefit amounts is the proportion of 
covered workers that will receive 50 percent of their individual wage. H.R. 
3547 proposes that the maximum be set at two-thirds of average weekly wages 
in each State in order for the great majority to receive at least half their reg- 
ular earnings. This is corroborated by a composite of sample studies in the 
States of Michigan, New Jersey, New York, and Wisconsin, which show that 
if the maximum were set at 67 percent of the statewide average, from 6 to 
20 percent of the beneficiaries in these States would still receive less than one- 
half their former earnings. The average for all States studied was 17 percent. 

The Department of Labor has developed this approach further by estimating 
what maximum weekly benefit amount in each State would result in only the 
top 25 percent of high wage claimants receiving the maximum benefit and all 
others receiving a benefit of half their wage. These maximum benefit amounts 
appear to group around two-thirds of each State’s average weekly wage. (See 
table VIII.) 

It is necessary to reiterate that the maximum benefit amounts proposed will 
be the actual benefit paid only to those whose wage is at least two times the 
maximum benefit. Some employer organizations are intentionally misleading 
the public on this score by implying that the new maximums are “weekly benefit 
amounts.” (See, for example, Unemployment Benefit Advisors, Inc. letter of 
Feb: 5, 1959.) Too many people already confuse the maximum weekly benefit 
amount with the average weekly benefit or with the individual benefit of 50 
. percent of wages that unemployment compensation is intended to reimburse. 

The proposed bill establishes maximums at two-thirds of average weekly 
wages rather than specifying a dollar amount in order to prevent the lag in 
benefit amount relative to wages that has characterized the unemployment in- 
surance program from the beginning. No social-security-type program should 
have a built-in susceptibility to erosion of adequacy. We, therefore, believe 
that benefit maximums should automatically increase or decrease with increases 
or decreases in the prevailing wage levels. Two States, Utah and Wyoming, 

have already written this principie into their laws, as has Colorado this year, 
and other States are giving serious consideration to this new approach. AFL-— 
CIO State bodies in their efforts to keep benefit levels up with the times have 
continually had to sacrifice other substantive features—usually new and tricky 
disqualifications. 

In no sense do extra allowances for dependents above the individual entitle 
ment argue for a smaller benefit than the 50-percent wage replacement formula 
er for. a maximum lower than two-thirds the State’s average weekly wage. 
Twelve States now provide additional allowance for dependents, which vary from 
$1 to $5 per dependent, usually with a limitation on the number of dependents 
for whom additional benefits shall be paid. During the first 9 months of 1958, 
the number of beneficiaries in these States who had compensable dependents 
ranged from 10 to 63 percent of all beneficiaries in the State. Dependents’ 
allowance increased the benefit of those who received it about 20 percent on 
the average. -Dependents’ allowances are not proposed as a Federal standard 
because this is an area in which States are still experimenting. The very 
limited elasticity in family budgets might well argue for dependents’ allowances 
in addition to the basic benefit amount. On the other hand, variable benefits 
conditional on dependent status may not be appropriate in a wage-related pro- 
gram because of the prevailing American practice of paying uniform wages 
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regardless of dependent status. Nothing in the proposed bill would prevent a 
State from continuing to experiment with extra dependents’ allowances. 
Enactment of this proposed standard on benefit amount will (1) restore un- 
employment compensation benefits to their role as wage replacement, related 
in amount to lost earnings; (2) allow at least three out of four unemployment 
compensation claimants a benefit of at least half of their own lost wage; (3) 
establish different dollar maximums according to the wage levels in each State; 
(4) provide for the automatic adjustment of the maxmium benefit amount with 
future changes in each State’s average weekly wage. 


DURATION OF BENEFITS 


H.R. 3547 proposes as a duration standard that each State law provide benefits 
up to 39 weeks for all claimants able and available to work if they are unable to 
find employment within that time. 

When unemployment insurance was initiated, all but six States limited bene- 
fits to a maximum of 16 weeks or less. The original duration provisions were 
admittedly inadequate (3 million people exhausted their benefits in 1939) but 
were limited because of the uncertainty as to what could be provided with a 2.7- 
percent payroll tax. 

Experience in the war and postwar periods clearly indicates that this was un- 
necessary conservatism. As a cost of doing business, unemployment insurance 
taxes have declined considerably to one-third their original rate despite in- 
creases in the duration of benefits. Given the increasing length of unemploy- 
ment due in part to technological change and the planned obsolescence of em- 
ployees, it is necessary to take a fresh look at the role unemployment insurance 
should play. 

The clearest indication that the duration of benefits is inadequate under 
modern conditions is that, during 1958, 2.8 million individuals were still out of 
work after they exhausted their regular unemployment insurance benefits. 
Even more significant, in the years 1956 and 1957, both of which were character- 
ized by relatively low unemployment (except in the latter part of 1957), the 
number of exhaustions exceeded a million. The average duration of benefits 
for those who exhausted in these years was about 20 weeks. All these workers 
were willing and able to work but suitable work was not available to them. 
(See table LX.) 

Not only are the absolute numbers of workers exhausting benefits significant 
but also the proportion exhausting. About one-fourth of those who drew any 
benefits in 1956 and 1957 exhausted this entitlement. This ratio is for the 
United States as a whole; there was a much higher ratio for some States. 
For example, in 1956, when exhaustions were lowest, 17 States had ratios of 
exhaustions exceeding 30 percent, ranging up to a peak of over 40 percent in 
Louisiana and in Florida. The exhaustion rate in 1958 was, of course, higher, 
but it is not necessary to argue even the conditions of a recession year to see 
the inadequacy of benefit duration. 

The major reason for the high rates of exhaustions is the limitation on the 
duration of benefits. For example, in New York and New Hampshire both with 
a uniform potential duration of 26 weeks, the ratio of exhaustions in 1956 was 
11.2 percent and 12.8 percent, respectively. Only five other States have a uni- 
form potential duration of 26 weeks or more. Twenty-four States have variable 
durations with a maximum of 26 weeks and two have slightly higher. The other 
States have variable duration of less than 26 weeks, ranging down to the maxi- 
mum of 16 weeks in Florida. (See table X.) 

The average potential duration of benefits of all claimants was 23.4 weeks 
in 1957, slightly higher than for persons exhausting benefits. In individual 
States in 1957, the average potential duration ranged from 14.3 weeks in Florida 
to 30 weeks in Pennsylvania. Average potential duration for the country as a 
whole has improved by only 1.4 weeks between 1952 and 1957. Since the Presi- 
dent first recommended uniform potential duration of 26 weeks, there has been 
a net gain of only three States that meet this goal. 

In the light of experience, the President’s recommendation of a uniform 26 
weeks duration appears shortsighted. While representing a substantial im- 
provement over the present provisions, it would be too low to permit unemploy- 
ment compensation to obtain its objective for a sizable number of workers. In 
New York State, for example, which provides 26 weeks of uniform duration, 
a study of exhaustees shows that 27 percent of those who had exhausted bene- 
fits were still unemployed 4 months later. 
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Experience with temporary extensions during 1958 clearly shows the need 
for longer duration. In those 22 States with such a temporary extension of 
duration, almost 1.5 million in 1958 alone filed for additional weeks after they 
had exhausted regular State benefits. Generally, the older the worker, the 
longer he was unemployed. 

Judging by the effects of the 1958 recession, long-term unemployment is 
becoming a more serious problem for the American economy. In the fall of 
1958, about one-half of the unemployed had been out of work over 26 weeks in 
the preceding year (see University of Michigan “Survey of Unemployment,” 
October 1958) ; one-fifth during their last and current spell of unemployment. 
This latter group numbered almost a million workers as late as August of 
1958. Even during the relatively prosperous years of 1956 and 1957, close to 
10 percent of the unemployed were without work for half a year or more, with 
the number of people in these desperate straits hovering around the quarter of 
a million mark. 

In terms of the number of people unemployed for as long as half a year, 
twice as many were unemployed in the recession in 1958 as in the 1954 reces- 
sion. As a percentage of total unemployed, the 1958 peak was substantially 
higher than the peak reached in 1954, 21.6 percent as against 16.4 percent. 

During the more prosperous years of 1956 and 1957, the long-term unemployed, 
both in terms of absolute numbers and as a percent of total unemployed, was 
a more serious problem than the comparable situation in earlier years. 

If the analysis is broadened to cover these unemployed 15 weeks and over, 
the same conclusion stands out. Thus, at the present time, well over a third 
of the work force unemployed could be characterized as long-term unemploy- 
ment. (See table XI for a comparison of long-term unemployment year-by- 
year since 1954.) 

The longer duration in unemployment we are experiencing in recent years 
may be a product of the increasing rate of technological change and the im- 
pact this has on the economy generally and in the labor market especially. The 
incidence of technological change is a contributing factor to the dragging out 
of this recession which all adds up to putting more of the burden of our chang- 
ing economy on the men and women who work for wages. A survey of ex- 
haustees in Oregon in August of last year showed that 70 percent of the men 
in 1958 as compared to 45 percent in 1956 still were looking for jobs 2 months 
after exhausting unemployment insurance, and 76 percent of the women in 1958 
compared with 64 percent in 1956 were still jobless. 

The appropriate number of weeks which should be available to all other- 
wise eligible workers must reflect prevailing employment and unemployment 
patterns. If experience showed that it was only exceptionally that workers 
were unemployed for more than, say 20 weeks, there would be a strong case 
for selecting this figure as the minimum duration standard. Actually, avail- 
able data indicates that the normal worker is likely to suffer unemployment of 
longer duration than this at some time or other. In the years 1954-56, when 
ever a million workers exhausted benefits annually, the average duration of 
those exhausting was slightly more than 20 weeks. Studies in 16 States of 
persons who exhausted their benefits in these years show that from 23 to 57 
percent of the exhaustees were still unemployed 4 months after exhaustion of 
benefits. (See table XII.) 

Adding the unemployment before and after exhaustion, many of these had 
undoubtedly been unemployed 37 weeks or more. 

It has been proposed by some that the duration of unemployment insurance 
should be increased only in times of severe unemployment, such as when national 
unemployment reaches 6 percent or when the unemployment in a State is 6 percent 
or over. But all the above evidence suggests that long duration of unemployment 
may strike a worker even in times when overall economic conditions are good. 
Can we deny a potential 39 weeks of benefits to a textile worker in a milltown 
whose only plant has closed down on the grounds that the statewide level of 
unemployment is less than 6 percent? Can we discriminate against the older 
worker who has a harder time becoming reemployed at any time because industry 
has branded him as an “aged obsolescent”? The post-exhaustion studies referred 
to above show not only that exhaustees as a group tend to be older but the rate 
of reemployment after exhaustion for the older group is less. 

The longrun cost of raising the average potential duration to 39 weeks is small 
compared to the social purpose served. Unemployment insurance as a cost of 
doing business is today only one-third of that originally. intended. It has been 
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estimated by technicians of the Department of Labor that the cost of increasing 
potential duration to 39 weeks adds only 11 percent to the cost of the present 
program, The reason for this small increase in cost is that raising the potential 
duration has only a minor effect on the average actual duration. (Compare 
table XIII, “Average Potential Duration, State by State, 1952-57,” with table 
XIV, “Average Actual Duration, State by State, 1952-57.’’) 

It is argued by some that the duration of benefits should be proportional to 
earnings in some previous period such as the base year. This is the principle 
in those States that provide variable duration. But uniform duration, for all 
claimants, as recommended in H.R. 3547, better serves the purpose of unemploy- 
ment compensation by recognizing that the contingency insured is the likelihood 
of reemployment. A worker’s weekly benefits are already adjusted to the amount 
of his past earnings. There is no reason for also adjusting the duration of 
benefits to those earnings. Some employer spokesmen look with horror at the 
idea of paying benefits over a period of time so that the total benefits paid in 
the aggregate equal more than base year earnings. This, however, is consistent 
with the principle of social insurance and is no more inequitable than the case 
of a life insurance claimant who drops into the mail only one or two premiums 
and then dies leaving his survivors to collect the face amount of the policy— 
many times in dollar amount the premiums paid. Should his widow collect a 
benefit proportional to the premiums paid? The fact is that the prospects of a 
man being employed vary with economic circumstances and not with whether 
he is a high- or low-paid worker or whether he worked many or a few weeks in 
some given past period. It is a perversion of the insurance principle to limit 
total potential benefits payable to a proportion of base year earnings. It is for 
this reason that the President has repeatedly recommended a uniform duration 
for all claimants. 

The effect of the two benefit provisions proposed in this bill—that on benefit 
amount and duration of benefits—and their impact on each State are shown in 
table XV. 

WAGE QUALIFYING REQUIREMENTS FOR ELIGIBILITY 


Unemployment insurance should provide protection for all bona fide members 
of the labor force—those who want employment and who would work steadily 
if suitable work were available to them on a regular basis. The central require- 
ment here is the test of availability for work. But in addition wage-qualifying 
requirements are established in every State law which more or less arbitrarily 
define who is in the labor force by the amount of their earnings and duration of 
their employment in their base year. 

There is need for further study of attachment to the labor force and a stand- 
ard proposed in H.R. 3547 simply sets outside limits on the restrictions. The 
standard proposed would allow no wage qualifying requirement to be more 
restrictive than requiring 20 weeks of employment in the base period, a total 
base year earnings of one and a half times the amount of high quarter wages, 
or total base year earnings of more than 30 times the amount of the unemploy- 
ment compensation weekly benefit. 

When benefits were first payable in 1938, the test of insured status was gen- 
erally a nominal one. Workers in most States could qualify on eight or fewer 
weeks of work a year. Later when the formulas for determining the weekly 
benefit amount were revised, the wage qualifying requirements were also 
changed. It is appropriate that wage qualifying requirements should increase 
as wage levels rise, but in a great many States the proportion of claimants ruled 
ineligible because of insufficient base year earnings or an improper distribu- 
tion of employment has increased. 

Today most States use one or more of several approaches. A State may 
specify the requirement of a flat amount of earnings in the base year; or may 
Specify that the total earnings should be some multiple of the weekly benefit 
amount; or it may specify the number of weeks that must be worked in the base 
year; or it may require employment in one or more base year quarters; or it 
may specify in which quarters of the base year the employment must have been: 
or it may limit qualification to those who establish eligibility for the minimum 
benefit amount; or it may require a combination of these formulas. 

The more serious development is the use of several of these requirements in 
combination. A worker may be able to establish eligibility according to a speci- 
fied flat benefit amount of earnings in the base year but his distribution of earn- 
ings may disqualify him. A requirement of distribution of earning over more 
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than one calendar quarter may increase the number of noninsured by 33 to 100 
percent over the number who fail to meet the minimum earnings test. In Texas, 
for example, a combination of six wage qualifying requirements in three alter- 
native tests whipsaws the claimants and establishes a high percentage of in- 
eligibles. In some States as many as 25 percent of unemployment compensa- 
tion claimants were declared ineligible because of failure to meet the wage 
qualifying requirements. 

There is at the present time insufficient data on the effect of wage qualifying 
limitations. The studies that have been made indicate that while a certain 
percentage of claimants are ineligible because of the wage qualifying require- 
ment a much larger proportion of the covered workers would be ineligible. For 
example, in Oregon, 15 percent of the new claims filed during the benefit year 
were disallowed because of failure to meet the wage qualifying requirements. 
However, an analysis of the wage records of 15,584 covered workers in Oregon 
during the base period (1956) indicated that 33 percent of them could not meet 
these wage qualifying tests. 

Since there is need for more study on what constitutes attachment to the 
labor force, the proposed standard on wage qualifying requirements is admittedly 
general in character and would not require amendment in many of the 51 
jurisdictions. 

Since there is a drive in some quarters to limit unemployment compensation 
only to those employees with a long record of attachment and because this would 
change the social insurance character of the unemployment compensation pro- 
gram, it is necessary to establish some outside limits on wage qualifying re- 
quirements. The idea is all to prevalent that the length of duration should be 
tied directly to the base year earnings of the unemployment compensation 
beneficiary. The higher benefit and duration standards in H.R. 3547 would, 
unless limits were put on wage qualifying requirements, lead to a strong con- 
certed effort to decrease the proportion of workers who could qualify. 

The proposed standard on wage qualifying requirements would put some 
perspective to the movement in a number of States to restrict higher and more 
adequate weekly benefit amounts to a relative minority of workers with regular 
employment at high wages. 

The so-called marginal claimants, that is those who barely qualify under 
existing wage qualifying requirements, contain too large a proportion of pri- 
mary wage earners, family supporters, long-term wage earners with irregular 
employment in their base year, and who generally, in a depth investigation, 
would be classified as firmly attached to the labor force. 


Costs AND FINANCING 


Under the present system, the Federal Government imposes a 3 percent pay- 
roll tax on annual earnings up to $3,000. The tax is paid by employers. Against 
this Federal tax, employers are allowed a credit or offset—up to a maximum 
of 2.7 percent—of any amounts which they pay under State unemployment com- 
pensation law, provided that the State law meets certain Federal requirements 
or Federal standards. 

A Federal unemployment compensation law was enacted because only one 
State had dared step out front with its own law. The Federal law was de- 
signed as an inducement to other States. They needed this inducement because 
the individual States were afraid that enactment of an unemployment compen- 
sation program and a payroll tax would hinder their industrial development. 

From 1938 to the present, the average tax rates as a percentage of total pay- 
roll have been reduced under the incentives of experience rating from 2.7 per- 
cent to 0.9 percent, or one-third of that originally intended. (See table XVI.) 
Exprssed as a percentage of taxable payroll, this is a reduction from 2.7 to 14 
percent State by State the average employer tax varies from 0.4 percent in 
Virginia, to 2.7 percent in Rhode Island, Washington, and Alaska. (See table 
XVII.) Within the States tax rates can vary greatly, in some States from 0 to 45 
percent. (See table XVIII.) 

As a cost of doing business, the proper measure of the tax is as a percentage 
of total payroll. The reduction from 2.7 to 0.9 percent has been accomplished 
by lowering tax rates under the incentive of experience rating and by holding 
to a rigid tax base of the first $3,000 of employee earnings. Translated into 
cents per hour, this is a decline from 4 cents per employee hour worked to 13 
cents. 
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This decline in cost has been accomplished by a decline in average benefits 
relative to wages and in maximum benefit amounts relative to wages, as de- 
scribed earlier. 

Experience rating is a system of allowing each employer’s tax rate to vary 
with the volume of unemployment compensation claims allowed from his em- 
ployees. It operates in every State, except Alaska. It is supposed to be an in- 
centive to stabilize employment; in practice, it encourages low rates, low bene- 
fits, and unfair disqualifications. 

The myth of experience rating as a stabilization incentive was exploded again 
by the recent recession. In the 3 years 1955-57, employers have been rebated or 
tax excused, a total of 4.5 billions of dollars under experience rating. Instead 
of stabilization, we got the worst recession in 20 years. 

Employers like experience rating when it produces a lower tax; but they will 

interfere with experience rating in order to lower taxes still more. In Pennsyl- 
vania today the fund is at a dangerously low level because employers persuaded 
the legislature in 1951 to roll back the tax rates and in 1955 to set up a system 
of advances for avoiding higher rates. 
' Proponents of experience rating say it provides more efficient administration 
of the law. But in practice, it substitutes policing by employers for impartial 
administration by the State agency. In Ohio, employers hire outside “service” 
firms to contest all claims. These firms charge a fee based on their success in 
defeating employee appeals. 

The Federal standards bill would remedy the problem in two ways: 

(1) By setting benefit standards, the bill gives each State a definite objective 
for its financial decisions. Tax rates can be adjusted to the cost of benefits, in- 
stead of the other way around. For less than 2 cents per employee-hour 
worked—only half the original intended cost—we could have an adequate sys- 
tem of unemployment insurance. 

(2) By allowing an alternative to experience rating, the bill would aid the 
States toward sounder financing. At present, Federal law permits a reduction 
in the 2.7 percent tax only through experience rating (a Federal standard em- 
ployers like). The bill would give the States an option—either experience rat- 
ing or equal reductions for all employers, when unemployment is low and re- 
serves are high. 

Change is long overdue. Clinton Spivey, professor of management at Ohio 
University, summed up his recent thorough study of experience rating: “* * * 
experience rating is unsound in principle and almost impossible of equitable 
administration.” (Clinton Spivey, “Experience Rating under Unemployment 
Insurance,” University of Illinois Bulletin, 1958). 

How much would the higher benefit amounts specified in this bill cost on the 
average? It has been estimated from data supplied by actuaries of the Bureau 
of Employment Security of the U.S. Department of Labor that establishing 
maximum weekly benefit amounts at two-thirds of the State’s average weekly 
wage would cost 22 to 23 percent more than the cost of present benefit levels. 
The cost of uniform duration of 39 weeks would add 22 percent to the cost of 
present duration provisions. Adding both the maximum weekly benefit stand- 
ard and the duration standard would add 49 to 50-percent to the cost of present 
programs. These additional costs, since they are expressed here as percentages, 
hold true over the business cycle. Obviously, when claims are high, the dollar 
amount of this cost increment is greater, but as a percentage it remains nearly 
the same. 

This means that the total cost of the proposed bill would be between 1.3 and 
1.4 percent of total payroll, or 2.0 percent of taxable payroll, or expressed as 
cents per hour worked, 2 cents per employee hour worked. In other words, the 
total cost rate after enactment of this bill would be only half of the original 
cost rate of unemployment insurance. 

No State yet meets the henefit standards recommended repeatedly by Presi- 
dent Eisenhower since 1954. 

Two major obstacles have prevented the States from making substantial 
improvements: 

(1) Separate State financing.—No pooling of risk: State reserves are isolated 
from one another, leaving each State fund unsupported during a slump in its 
major economic activities. Last year, six of the State systems almost went 
broke (two had to borrow from the federal loan fund), while the others ended 
1958 with combined reserves of $7 billion. 
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Independent State-by-State financing requires higher reserves and lower bene 
fit amounts than would otherwise be necessary. Fear of unemployment com- 
pensation fund insolvency has contributed to keeping benefits down. 

(2) Competition among States for industry—Employers argue for lower bene- 
fits and lower taxes by threatening the State with loss of industry. 

Here is the typical employer argument: 

Manufacturers Association of Connecticut: “Our State is competing today for 
more plants and new industries. To hike the cost of doing business in Con- 
necticut is not the road to more jobs, but to less jobs.” 

Ohio Chamber of Commerce: “Before the CIO campaign (for better unem- 
ployment compensation) it could have been foretold that a central issue would 
be whether the proposal would put Ohio at a competitive disadvantage with 
other industrial States * * *” 

General Electric in Kentucky: “No other southern State—except Arkansas 
and Alabama—have seen fit to extend benefits. These southern States repre 
a our major competition for the new jobs of expanding business and in- 

ustry.” 

The unequal incidence of unemployment on States, and employer pressures to 
keep down benefits causes great extremes in costs: In 1958, the average tax rate 
in Rhode Island was seven times that in Virginia. In Michigan, one-fourth of 
the employers paid a rate over 2.7% to the fund; nine-tenths of the employers 
in Colorado paid a zero percent rate. 

The Federal standards bill would remove cost differences in two ways: 

(1) A system of reinsurance would backstock any States faced by an 
emergency of continuous heavy payments. This alleviates the dangers of sepa- 
rate State financing, removes the financial objection to higher benefit amounts, 
and to some extent shares the cost of concentrated unemployment. 

In such disasters as droughts and floods, the entire Nation provides assistance 
to the stricken area. Reinsurance grants would provide the same kind of joint 
security against our economic storms. 

(2) Federal benefit standards would remove differences due to extreme varia- 
tions in benefit amount and duration. In the words of Governor Meyner, of 
New Jersey, “The Federal Government having initiated the program on a basis 
ealling for State administration has wholly failed to prevent some of the States 
from adopting programs so inadequate as to be almost meaningless. * * * A 
single State by itself is powerless to legislate in any effective way to cure this 
condition.” 

The Federal standard bill on unemployment compensation will bring sub- 
stantial improvement in every State law and yet it does not change the present 
Federal-State unemployment compensation system. 

When a State law does not meet the Federal requirements or standards, it is 
“out of compliance,” and employers do not receive the offset. There are now 
according to the Secretary of Labor, 34 standards a State law must meet and 
most of these have been in the Federal law from the beginning. 

But there were no benefit standards in the original Federal Act. The wide 
State-by-State disparity in benefit levels and unemployment compensation costs 
that has developed was not anticipated. Inflation has required higher benefit 
levels. but many States have held back. 

The Federal standards bill would add two benefit standards and two eligibility 
standards, and amend.an existing financial standard. There would be no:change 
in the present Federal-State relationship. Interstate differences in benefits and 
costs would be diminished. 

If the bill passes this session, a State would have until July 1, 1960, to bring 
its own law into compliance. 

There would be no change in the amount of the Federal tax. The Federal 
offset of 2.7 percent is about twice the longrun cost of unemployment benefits, 
and more than enough with even the new benefit standards. 

No appropriation from general Federal revenues is necessary to implement 
the proposed bill. 


STATE ACTION ON UNEMPLOYMENT COMPENSATION IN 1959 As oF Apri. 8 


The Nation’s jobless, told by President Eisenhower to look to their State 
legislatures for improvements in unemployment compensation, have been given 
scant hope for optimism by the legislatures, themselves. 

With 46 of the 49 State legislatures meeting this year, only 12 have enacted 
any change in either the amount or duration of jobless pay. 
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The improvements that have been voted thus far, however, fall far short of 
even the minimum levels urged by the President in his repeated exhortation of 
the States to take action. 

In most of the 12 States, the gains chalked up in the form of higher benefits 
or longer periods for receiving jobless aid have been offset, to some extent, by 
enactment of more rigid qualification requirements. 

Four other State legislatures have wound up their 1959 sessions either with 
no action at all on long-overdue improvements, or with defeat of measures to 
provide some liberalization of existing programs. 

Here is a State-by-State breakdown of the action taken in legislatures thus 
far: 

Arkansas: Raised minimum benefits from $7 to $10, and the maximum from 
$26 to $30 ; increased the maximum benefit period to 26 weeks. 

Colorado: Boosted maximum benefits from $35 to $42 a week; extended maxi- 
mum benefit period from 26 to 32.5 weeks. 

Georgia: Legislature adjourned without action. 

Idaho: Enacted temporary employment benefit program providing a formula 
for extending benfit period 50 percent when joblessness hits certain levels. No 
benefit improvements. 

Indiana: Raised maximum benefits from $33 to $36; extended maximum 
benefit period from 20 to 26 weeks. 

Kansas: Boosted minimum from $5 to $10, and maximum from $34 to $40; 
extended maximum benefit period from 20 to 26 weeks. 

Montana: Bill passed by legislature to liberalize benefits vetoed by Gov. 
J. Hugo Aronson (Republican). 

North Dakota: Raised maximum from $26 to $32, but eliminated dependents’ 
allowances ; extended period to flat 24 weeks. 

South Dakota: Raised benefits from $28 to $33; extended period from 20 to 24 
weeks. 

Tennessee: Increased the amount of wages on which benefits are computed, 
which will result in slight rises in aid. 

Utah: Maximum duration extended from 26 to 36 weeks. 

Vermont: Maximum benefits raised from $28 to $36, and at 50 percent of 
average weekly wages after 1960; additional benefits for dependents up to $10. 

Washington: Raised maximum from $35 to $42; extended maximum period 
from 26 to 30 weeks. 

New Mexico: Maximum benefits raised to $36, duration extended to 30 weeks. 

West Virginia: Senate Finance Committee bottled up House-passed measure 
calling for higher benefits, longer periods. Legislature adjourned without a vote 
in Senate. 

Wyoming: Legislature adjourned without action. 

After 10 weeks of legislative sessions, measures to improve jobless aid are 
still pending in Connecticut, Illinois, Nebraska, New Jersey, North Carolina, 
Ohio, and Wisconsin. 

The following States have further extended temporary duration: 

Ohio to December 31, 1959; Illinois to June 30, 1959, or until State unemploy- 
ment declines below 4.375 percent, whichever is later; Maryland to July 1, 1959. 
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TasBLe I.—Since 1952, 23 States have restricted the weekly benefit amount for- 
mula (under the mazimum) to a smaller proportion of wages. Only 10 have 
liberalized it to a larger proportion 


States that have amended formula September 1952 September 1958 


cae now using high quarter for- 
mula: 
allowance.....| 1/25 


1/22—1/26. 
allowance. 
percent annual wage- 


1/26+dependents’ allowance.___- +- dependents’ allowance. 
1/20+dependents’ allowance-_-.- ents’ allow- 


“1/22. 


1/20—1/23 1/23. 
+dependents’ + dependents’ allowance. 
dependents allow- | 1/17—1/25+dependents’ allow- 
ance. 


percent annual wage...| 1/26. 
1/25, 1/25 Ang percent weekly wage is 
greater. 


New Hampshire !__. 

North Carolina! 

West Virginia! 1.8-1.0 percent. 

States now using an average weekly 
formula: 


to $45; above $45. 
67—50 percen 
63—51 


1 States that have acted to restrict formula. 


Source: “‘Adequacy of Benefits Under Unemployment Insurance,” October 1958, BES, U.S. Depart- 
ment of Labor. 


TABLE II.—Benefit amount payable for different average weekly wages,’ September 1968 


—1/27. 
District of 1/25+dependents’ allowance... 1/23+dependents’ allowance. 3 
8 
Massachusetts 
South Dakota 1/22—1/%. — 
yoming 1/20+dependents’ allowance_....| 1/25+-dependents’ allowance. 
ormula: 
Alaska 1/20+dependents’ allowance..._.| 1.8—1.1 percent annual wage. a 
2.3—.85 2.2—1.1 percent. 
3.3—.91 2.0—1.3 percent. 
¢ 
owance. 
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TaB_e III.—State mazimum benefit amounts relative to wages, 1939, and Oct. 1, 


Maximum weekly 
benefit as a percent 


Maximum weekly 
benefit as a percent 
of average weekly 
wages 


1939 


Source: BES, U.S. Department of Labor. 


Taste 1V.—Distribution of States and of employed covered workers by mazimum 
weekly benefit amount as percent of average weekly wage in covered employ- 


ment, September 1952 and 1958 


Maximum weekly benefit amount as percent of 
average weekly wages ! 


September 1952 


September 1958 


Number of | Percent of 


States covered 


workers 


Number of 
States 


Percent of 
covered 


workers 


51 


0 
3 
10 
19 
13 
5 
1 
0 


1 Based on statewide average weekly wage in covered employment in the calendar year preceding the date 


for which distribution is given. 


2 Based on average monthly covered employment in 1957. 


Source: BES, U.S. Department of Labor. 


TAB 
aad 
State wages State 
1958 1939 | || 
Washington, 59 || North Arkaa 
82 || Pennsylvania. -.............. Delav 
97 || Main 
Michi 
Minn 
Missis 
Misso 
Nebra 
Nevac 
‘ New ] 
New } 
New 
North 
| 
Oklah 
46.4 33.1 Vermo 
13.3 29.9 Virgin 
inant 3.8 Washi 


ANA SANNA AN ANS SARS AAS ARS 


DECEMBER 1951 AND DECEMBER 1953 
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39678—59——29 


! Based on average weekly wages in covered employment for calendar years 1950 and 1952, respectively. 


issour 


Taste V.—Mazvimum weekly benefit amount and ratio to average weekly wages 


Oregon -.----- 

Pennsylvania. --- 

Rhode Island...... 

South Carolina. 

South Dakota- - --- 

Virginia . 


New 


Morylena. 
Massachusetts. 
Nevada...-- 


H 
2 
2 
z 


a 
sc 
= 
= 


| 

A ons 


Connecticut 


California... 


Alaska. 
Arizona... 
Colorado. 


Mi 
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1, 
in covered employment 
ly 
nt 
y 1951 1953 
Maximum Maximum 
State basic Average | Maximum basic Average | Maximum 
weekly weekly | aspercent | weekly weekly | as percent 
benefit wages of weekly benefit wages of weekly 
amount 1950 wages ! amount 1952 wages ! 
December December 
1951 1953 
30.00 
20.00 
22.00 
25.00 
22.75 
24.00 
20.00 
20. 00 
25. 00 
25.00 
25. 00 
27.00 
26.00 
28.00 
24.00 
ai 25.00 
25. 00 
25.00 
27.00 
25.00 | - 
20. 00 
25.00 
20. 00 
24. 00 
25, 00 
28. 00 
26. 00 
25. 00 
8.00 
30. 00 
25. 00 
25.00 
22. 00 
25. 00 
30. 00 
25. 00 
20. 00 
22. 00 
22.00 
20.00 | . 
27.50 
25. 00 
20. 00 
30. 00 
25. 00 
30. 00 
25. 00 3 
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DECEMBER 1955 AND DECEMBER 1957 AND PERCENTAGE CHANGE IN RATIO To- 
WEEKLY WAGE FROM 1951 TO 1957 


Percentage change 
ratios from 
1951 to 1957 


Alab: 
Alask 
Arizo 
Arka 
Califc 
Color 
Conn 
Delav 
Distri 
Floric 


8 


Alabama 


Illinoi 
Indiar 
Iowa 

Kansa 
Kentu 
Louisi 
Maine 
Mary] 
Massa 
Michis 
Minne 
Missis: 


o 


Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 


1 Rey 
Exc 
Ine! 
4 Exc 
5 Rep 


Soure 


Oregon 
Pennsylvania 


> 


00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
60 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
50 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 


SS 
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30. 
26. 
40. 
35. 
40. 
35. 
30. 
30. 
30. 
35. 
40. 
30. 
33. 
30. 
34. 
32. 
25. 
33. 
35. 
35. 
30. 
38. 
30. 
33. 
32. 
32. 
37. 
32. 
35. 
30. 
36. 
32. 
26. 
33. 
28. 
40. 
35. 
30. 
26. 
28. 
30. 
28. 
37. 
28. 
28. 
35. 
30. 
38. 


NON 


1 Based on average weekly wages in covered employment for calendar years 1954 and 1956 respectively. 

2 $25 for interstate claimants. 

3 Maximum benefit computed annually as a specified percentage of average weekly wage of covered 
workers. 


Maxi- Maxi- 
mum Maxi- mum Maxi- 
State basic | Average | mumas| basic | Average | mum as 
weekly | weekly | percent | weekly | weekly pram 
benefit wages jof weekly| benefit wages jof weekly| Increase | Decrease 
amount 1954 wages! | amount 1956 wages ! 
December December 
1955 1957 
—11.0 
California. .......-.- 
District of 
Kentucky. .........- —2.2 
Louisiana —29.4 
—18.1 
New Jersey__......-- —.5 
New Mexico.......-- —13.2 
North Carolina..._-- 
North | | —17.7 
—3.4 
—15.0 
South Carolina_....- 
South 
—12.0 
—6.0 
+24.6 |-...-.-<.- 
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TaBLE VI.—Proportion of new insured claimants’ eligible for the mazimum basic 
weekly benefit amount,’ 1957, and January—September 1958 


State 1957 3 1957 3 


New Jersey 
New Mexico 


Pennsylvania 
Rhode Island 


SSN 


Massachusetts 

Michigan 
Mississippi 


RE 


1 Represents claimants who established a benefit year. 

2 Excludes dependents’ allowances. 

2 Includes claimants filing for benefits under a compensation of Federal employees. 
4 Excludes Michigan. Comparable data not available. 

5 Represents data on a per employer basis and is not strictly comparable. 


Source: BES, U.S. Department of Labor, 


Sees 4.4.6 5 


January- 
Septem- 
ber 1958 # ber 1958 3 
Percent | Percent ‘ Percent | Percent 
Total, 50 States. 452 61 
|] Montana. 66 
Gonnectiont... ........-..; 42 North Carolina..............- 12 
| 59 North Dekote................. 75 
District of Columbia_ 57 75 
27 46 
| 21 
y. 
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Taste VII.—The magimum basic weekly benefit amount required to yield a ratio 
of tine ga and two-thirds of the average weekly wage in covered 
employmen 


Maximum weekly benefit 
amount required to yield 
a ratio to average weekly 
wages in covered 
ployment of— 


three-fifths 2 


Alabama. 
Alaska. 


Arizona. 
Arkansas 


California 
Colorado 
Connecticut 


Delaware... 
District of Columbia. 
Florida 


North Dakota 

‘Oklahoma...._- 
Ore 


1 Excludes dependents’ allowances. 

1 Rounded to the nearest multiple of $1. 

?In Alaska the maximum for interstate claimants is $25. 

4 Maximum shown would be increased by 25 percent for claimants pm fog in Colorado by covered 
“re for 5 consentive years with w: in excess of $1,000 per year and no benefits received. 

§ Maximum shown applies until July 18, 1959; thereafter, reverts to $38. 


Source: BES, U.S. Department of Labor. 


c weekly y wi 
: State in covered, 
amount, |employmen 
September 1957 
1958 
| two-thirds 
Alask 
Arka 
Color 
Distr 
Flori 
Geor; 
Haws 
Illino 
Minn 
Missi 
Bou 
nine 
: 
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Taste VIII 


Maximum 
benefit 
amount set 
at 2/3 of State 
average 
weekly 


amount set 
at 2/3 of State 
average 
weekly 

wage 


onr 


Delaware 
District of Columbia. 
ida. 


5 


52 
66 
54 
38 
54 


‘ 
‘ 
‘ 
‘ 


SB Sas 


Source: BES, U.S. Department of Labor, 
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Maximum Maximum 

benefit Maximum benefit 

amount at benefit amount at 

State which only State which only 

top 25 per- top 25 per- 
cent of wage cent of wage 

wage qualify for qualify for 
the maximum the maximum 
$48 |} $52 $55 
California............ 64 || New Jersey-.........- 61 53 
60 |} New 52 64 
Cemnecticut.......... 56 || New York............ 61 60 
63 || North Carolina....... 
48 || North Dakota.......- 47 64 
61 62 
38 || 52 46 
ES 67 || Pennsylvania......... 55 62 
66 |} Rhode 48 54 
62 || South Carolina._..... 40 42 
60 || South Dakota..-...... 46 55 
56 || 47 45 
Louisiana. ........... 52 58 
Maryland............ 46 44 


26.2 


26.8 


PRM 


20.8 


20.3 


UNEMPLOYMENT COMPENSATION 


1 Includes claimants exhausting benefits under the unemp.oyment compensation program for Federal 


employees. 


2 Data are on a per employer basis and are, therefore, not strictly comparable. 


Source: BES, U.S. Department of Labor. 


Dakota... 


Mentucky . 


Ta 


TABLE [X.—Evhaustions of benefits in a year as percent of 1st payments, 
1952-57 


432 
State 1952 | 1953 | 1954 | 19551 | 1956! | 1957! 
24.6 | 20. 25. 20.7 | 20.0 19.8 
23.2} ~31. 39. 35.5] 32.6 35.9 
18.4] 16. 15. 16.1} 12.2 14.8 
16.9} 22. 28. 25.0} 22.5 23.8 
14.4 8. 17. 20.8] 19.1 26.4 
17.2} 21. 26. 22.71 2.2 28.0 
25.2 | 29. 37. 32.2] 35.4 36.2 
2.3) 20. 28. 26.1] 23.4 25.9 
nl 15.2| 16. 20. 22.3) 19.9 25.5 
In 20.2} 28. 40. 36.2 | 34.7 39.9 
Io 25.9 | 32. 39. 36.1 | 34.4 33.8 
K 20.5 | 24. 36. 32.4] 29.5 26.3 
17.6} 22. 31. 32.5 | 26.4 26.9 
44.2) 41. 52. 51.9] 41.3 39.7 
17.3} 21. 20. 24.0} 18.8 15.7 
16.5} 19. 22. 24.5| 19.2 13.5 
29.8] 27. 31. 30.2} 23.0 21.4 
16.0] 19. 27. 19.8| 25.3 23.7 
20.5 | 20. 26. 25.6] 21.1 22.4 
43. 39.5 | 28.5 29.8 
15.0] 16. 27. 24.0] 20.4 20.7 
19.8 | 14. 21. 227 20.9 
231) 21. 29. 28.7] 33.1 33.7 
13.9] 14. 19.4] 20.6 20.6 
12.3| 13. 12.8] 128 13.5 
18.4| 18. 30.9] 24.5 28.5 
28.6] 23.5 23.0 
| 185] 14.6] 11.2 12.1 
| 21. 17.7 19.2 
143] 17. 26.6 | 25.2 21.5 
127] 12 20.7} 148 17.1 
39.0] 38. 40.7] 39.9 38.1 
16.3] 18. 23.5| 143 19.4 
17.5] 19. 29.7) 18.5 19.4 
| 2. 30.0} 31.0 32.2 
| 31.4 35. 41.3 34.9 35.7 
; 26.2 26. 36.3 35.9 37.1 
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TaBLE X.—Summary distribution of States and of employed covered workers by 
maximum weeks of benefits for total unemployment, as of September 1952 and 
1958 


September 1952 September 1958 


Weeks of maximum duration 
Number of | Percent of Number of Percent of 
States covered States covered 
workers workers ! 
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100.0 


oo 
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omy 


Rowomane 


Based on average monthly covered emp icyment in 1957. 

2 Includes Georgia which p:ovides a maximum of 22 weeks for individuals whose base-period wages equal 
4 times their high-quarter wages. 

8 In Colorado, claimants employed in Colorado by covered employers for 5 consecutive years with wages 
in excess of $1,000 per year and no benefits received may be eligible for 26 weeks duration. 


Source BES, U.S. Department of Labor. 
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TABLE XI.—Long-term unemployment by years and months since 1954 
{In thousands] 
WORKERS UNEMPLOYED 26 WEEKS OR LONGER 
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Source: Bureau of Labor Statistics, U.S. Department of Labor. 
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TaBLe XII.—Findings of posterhaustion studies, 1954-56—Percentage distribu- 
tion of exrhaustees by labor market status 2 and 4 months following exhaustion, 
17 States 


{In percent] 


2 months after exhaustion 4 months after exhaustion 


Em- 
ployed 


a daa 


q 


1 Maximum duration of benefits for total unemployment applicable at the beginning of the period sur- 
veyed in the study. ‘“U” means uniform duration. 
2 In the District of Columbia, Idaho, and Maine, data shown reflect labor market status 3 months after 


3 Information not available. 
Source: BES, U.S. Department of Labor. 
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TABLE XIII.—Average potential duration (in weeks) for claimants establishing 
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Source: BES, U.S, Department of Labor. 
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Taste XIV.—Average actual duration (in weeks) for beneficiaries, 1952-57 
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‘WOW CONGRESS CAN HELP THE UNEMPLOYED BY PASSING THE FEDERAL U. C. STANDARDS BILL 
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TasLe XVI.—Average employer contribution rate expressed as a percent of 
tavable wages and of total wages, 1938-57 


Rate as percent of taxable 
wages 


Number of 
States 
with 


rating All States 


1 Rates include effect of war-risk contributions. 
2 Estimated. 


Taste XVII.—Average employer contribution rate, by State, 1957-58 (rates 
expressed as percent of tarable wages) 
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TABLE XVIII.—Percentage distribution of active accounts eligible for rate notifi- 
cation, by contribution rate, and type of ewperience-rating plan, rate years 
beginning in 1957 
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The CHamMan. Without objection, Mr. Meany, these tables will 
be included in the record at this point immediately following your 
statement. 

Mr. Meany, I want to thank you sir, for coming to the committee 
yourself in presenting the statement of the AFL-CIO in behalf of 
certain of the legislative proposals that are pending before the com- 
mitte. We appreciate the fact that you have appeared personally. 

Are there any questions? 

Mr. Macurowicz. Mr. Chairman. 

The Cuatrman. Mr. Machrowicz will inquire, Mr. Meany. 

Mr. Macurowicz. Mr. Meany, I also want to congratulate you on 
a very masterful statement, and I think a very comprehensive state- 
ment. I just want to comment that your statement of the dual 
character of the manufacturers’ representatives in their position taken 
here before us in Washington and that in their respective States has 
been borne out by testimony here. 

Whereas here they tell us, “Leave it to the States; we'll take care 
of our problems,” it has been shown here already by testimony thus 
far presented that those same representatives go back to the legisla- 
tures and urge them to do nothing because it is a national problem. 

I think probably one of the saddest things about this whole situa- 
tion is that whereas the Secretary of Labor has publicly told labor 
groups that Congress should do something in this matter, and I under- 
stand in his statement to the unemployed a few days ago was very 
sad about the fact that Congress is doing nothing about this matter, 
nevertheless he did not have time to come before this committee. His 
representative before this commitee has opposed any Federal action on 
this very matter. 

_ I do want to say something else, though. 

Tn the testimony that has been presented here yesterday and the day 
before, there has been raised the issue of whether or not unemployment 
compensation is properly related to wages or whether it should be re- 
lated to the cost of living. 

¥ wonder whether you would have any: comments on that subject. 

Mr. Meany. Back some 24 years ago, I was active in the legislative 
work in labor in the State of New York, and at that time in 1935 we 
passed the State Unemployment Compensation Act. 

I would like to point out that at that very time the argument was 
used in New York State against the State act on the ground that there 
was no Federal law, and of course the very same people were arguing 
here in Washington that the Federal Government, the Congress, 

should wait for the States, especially leading States, and they were 


| Olassified by type of plan in effect at end of 1957. 
2 All rated and unrated accounts; excludes accounts newly subject after State cut-off dates for preparation 


of reports. 

3 National totals and total for pavroll variation plan exclude data for Rhode Island, which did not assign 
employers any reduced rates for 1957 rate year. National totals also exclude data for Alaska, which repealed 
experience rating provision as of Jan. 1, 1955. 

4 For Alabama, Arizona, Florida, Georgig, South Carolina, and Texas, data exclude newly qualified 
——— assigned reduced rates after computation data. 

+ Includes effects of voluntary contributions made toward credit for 1957 rates. 


6 Less than 0.05 percent. 

7 When reduced rates are assigned in Washington, the rate variations are achieved through the use of tat 
credit offsets. Employer accounts in this State are classified by rate for current rate year on the assumption 
that each employer’s taxable payroll would remain the same as in the preceding year. 


Source: BES, U.S. Department of Labor. 
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pointing out the fact that the State with the largest pone had 
no law. At that time there was quite a bit of debate about unemploy- 
ment compensation in 1933 and 1934. 

Of course, we were meeting the full impact of the depression at 
that time. The depression, while it had started in 1930, actually 
didn’t really reach its full impact on the country until 1932, 1933, 
and 1934, and, as I say, there was much debate about unemployment 
insurance and about certain principles. 

There were arguments, for instance, on whether this should be 
through the use of separate funds for each employer, a merit rating 
system, also quite a bit of debate on whether it should be a contrib- 
utory system, a system in which the employees contributed, or in 
which the employer made the sole contribution, or should be 2 joint 
contribution, and there was also the argument about relating this to 
the question of need. 

The position that labor took at that time, and which we still hold, 
was that this is insurance and that the sole purpose of this is to place 
upon industry the responsibility for the economic effects of its failure 
to provide continuous employment, that question of need require- 
ment should not enter into this, that this was not relief, that this was 
something that the man earned when he worked, and it was based 
on an insurance principle that it was a proper charge against in- 
dustry to pay for the economic effects of unemployment, just as in- 
dustry set aside in its contingent funds money to replace machinery 
that wore out, just as they paid out for workmen’s compensation 
against accident and injury on the job, so insofar as the relation of 
this to the actual cost of living or the need requirement in the in- 
dividual family, we have never accepted that idea. 

We figure this is insurance, and when you insure something, cer- 
tainly you insure it on the basis of that which is lost, and surely it 
should be related, we feel, to the earning capacity of the man at the 
Sasmaty ye time he lost his employment and not tied to a cost-of- 
iving re. 

Mr. Macurowicz. Mr. Meany, as you have pointed out on page 
3 of your statement, in the typical average State in 1939 maximum 
benefit amount was 65 percent of the average State’s weekly wages, 
and today it has dropped down to 40 percent, which indicates stronger 
than anything I can think of that the States have certainly fallen 
down on their duty in this respect. Am I correct ? 

Mr. Meany. Yes, sir. 

Mr. Macnrowicz. That is all, Mr. Chairman. 

The Cuamrman. Are there any further questions of Mr. Meany? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Meany, I have gone through your statement. or 
your argument, and it all tends toward a centralized standard, cen- 
tralized supervision, and centralized authority over the unemploy- 
ment compensation setup. 

Why do you not argue for complete federalization of it and not 
have a State-Federal handling of it, but complete federalization of 
the program ? 

Mr. Meany. In this legislative work, we try to stay within the 
realm of the possible. 
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Mr. Mason. You do not think then at the present time it would 
be possible to pass legislation federalizing the whole program ? 

Mr. Meany. I think that from a practical point of view you change 
legislation of this type and you change it a little bit at a time. 

r. Mason. However, the final objective would be federalization ? 

Mr. Meany. No; I haven’t said that is the final objective. 

Mr. Mason. That isall, Mr. Chairman. 

The Cuamman. Mr. Forand will inquire, Mr. Meany. 

Mr. Foranp. Mr. Meany, I am not going to ask any questions, but 
I do want to compliment you on your statement. You set forth here 
very clearly and very forcefully, much better than I can, many of 
the arguments that I have advanced in the past. 

As you know, this type of legislation has been a pet of mine for a 
number of years and I have met with disappointment over and over 
again, but I have not lost my interest in it. 

However, I do want at this time to tell you publicly that I think 
we have in Rhode Island, perhaps as good as you have in any part 
of the country, an AFL-CLO group that is fairly representative not 
only of the worker, but of all the fairminded people of our State, and 
I want to pay a compliment to them. 

At this time, Mr. Chairman, I ask unanimous consent that follow- 
ing the testimony of Mr. Meany, there be included in the report a 
statement by the AFL-CIO of Rhode Island. 


The Cuamman. Without objection, that will be included at this 
point in the record. 
(The above-mentioned statement is as follows:) 


STATEMENT IN Support oF H.R. 3547 In REGARD TO ESTABLISHING FEDERAL 
STANDARDS FOR UNEMPLOYMENT COMPENSATION 


The Rhode Island AFL-CIO wishes to make this urgent appeal to the mem- 
bers of the House Ways and Means Committee to solicit their approval of H.R. 
3547, sponsored by Congressmen Karsten of Missouri and Machrowich of Michi- 
gan. This bill will establish up-to-date Federal standards for unemployment 
compensation. 

Experience has shown that it is now time to modernize the Federal standards 
for unemployment compensation. Establishing Federal standards for unemploy- 
ment compensation is no new innovation. There are already 36 Federal standards 
that must be met by States before participation is permitted in the Federal 
program. We believe that the time has now come for the Federal standards to be 
expanded in six specific areas. 

(1) Unemployment compensation benefits are now limited because States now 
impose unrealistic maximum benefit ceilings. We believe it is now time that bene- 
fits be established at not less than 50 percent of the worker’s weekly wage, or not 
less than two-thirds of the state’s average weekly wage, whichever is smaller. 
With this arrangement, an eligible claimant in Rhode Island shall receive 50 per- 
cent of his weekly wage, or a maximum amount of $48 based on the two-thirds 
average weekly wage in Rhode Island. The present Rhode Island maximum is 
now $36 and the average Rhode Island unemployment compensation payment 
pris 1958 was only $26.36, an insignificant amount on which to support a 

amily. 

(2) Duration of benefits should be extended to a maximum of 39 weeks. Once 
again experience has shown that, because of the lack of employment opportuni- 
ties, workers have not been able to secure employment within the present 26-week 
period. During 1958, 29,346 unemployed persons exhausted their benefits before 
jobs could be found. This is 44.2 percent of those who had filed for benefits. 
Exhaustions are running at an alarming high rate. 
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(3) Limitations on eligibility restrictions must be standardized throughout the 


country so that employees and employers in different States will not be subjected 
to varying requirements. 


(4) Universal coverage should be extended so that every employee who is em- 
ployed at any time during a tax year, will be covered under employment security. 

(5) Uniform methods to improve financing for State systems must be adopted 
so that States will be permitted to provide for uniform rate reductions to all 
employers as well as individual experience-rated reductions. 

(6) At the present time, the Federal Unemployment Trust Fund Account has 
a reserve of $7 billion. Some of this reserve should be used in grants to those 
States which are in financial difficulty because of high unemployment. 

Unemployment is America’s most serious domestic problem. The national ad- 
ministration has shown little desire to alleviate the suffering caused by massive- 
unemployment. National unemployment is now at almost 5 million and there are 
thousands more working short time * * * the underemployed. 


During the year 1957 there was an average of 232,275 covered by employment 
security in all industries and this number is shrinking each year. During 1958 
there was an average of 11.5 percent of the Rhode Island labor force out of work. 


In January of this year, there was 39,300 unemployed, or 11.2 percent of the 
labor force and 2,138 exhausted their benefits, 


In February, there was 36,600 or 10.5 percent unemployed and 1,645 exhausted 
their benefits. 


We make this urgent appeal at this time because we do not look to any reduc- 
tion in the army of unemployed during the present year. 

Mass unemployment is not a local condition. Unemployment is a national 
problem and we must look to our enlightened House Ways and Means Committee 
to display leadership in proposing meaningful legislation. The national adminis- 
tration lacks leadership, initiative and ability to present a program that will ease- 
the suffering and hardship heaped upon our unemployed. 


Ruope Istanp AFL-CIO, 
F. PoLicastTro, 


President. 
EpwIin C. Brown, 


Secretary-Treasurer.. 
APRIL 8, 1959. 


The Cuarrman. Mr. Curtis will inquire, Mr. Meany. 

Mr. Curtis. Mr. Meany, just to get the record straight on the 
uestion that Mr. Mason asked you, whether the final objective is 
ederalization, you said that you did not say that. I agree with you 

that you did not, but I would like to ask you is that the final objective? 

Mr. Meany. I would not say so at this time. I haven’t even given 
any thought to it. 

r. Curtis. I think it is very important to know. 

Mr. Meany. We are dealing with a condition that we are faced 
with now and we are trying to improve this. 

Mr. Curtis. I appreciate that; but also, in trying to improve any- 
thing we have goals, and the reason I think this is very important to 
know is because, apparently, if that were so, you iinet not recognize. 
any desirable values of the State-Federal system we have. 

r. Meany. I don’t want to say that, Mr. Curtis. 

What we want to do is try to make this system work. 

Mr. Curtis. I agree with that. 

Mr. Meany. I can assure you if we can make this work, we are not 
going to worry about trying to change it to something else. The 
main objective is to make it work. 

Mr. Curtis. The next observation I would like to make is: Should 
we not be viewing a system like this on the basis of an economic cycle- 
rather than on just one aspect of an economic cycle? 
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The reason I make that point is that I think some of your statistics 
refer to only one aspect of this economic cycle. You would agree, 
would you not, that in trying to evaluate a system like unemployment 
compensation, we ought to look at it through a complete turn of the 
economic cycle ? 

Mr. Meany. I agree with you completely. 

Mr. Curtis. Incidentally, I did mean to say this, Mr. Meany: I 
thought your paper contained a great deal of very valuable informa- 
tion, and it certainly bears right on the subject and is very helpful to 
me in trying to get some of my ideas on this matter straightened out. 

On page 7 you used the word, I think, of the employers “policing” 
the system, which, of course, they do under the setup and was one 
reason why I thought that the experience rating requirement was 
valuable. If the employers did not do the policing, where would the 

olicing come from to be sure that the system was not abused, because 
Tthink you do recognize that there can be abuses ? 

Mr. Meany. Policing the system to prevent abuses is one thing. 

Mr. Curtis. That is right. 

Mr. Meany. Policing the system to defeat the very purpose of the 
law in order to save taxes is entirely another thing. 

You say who should police the system ¢ 

Mr. Curtis. Yes. 

Mr. Meany. I think the advisory committees that are set up in the 
various States, the administration. I think that is part of their job. 
I know that was my job when I sat on an advisory committee. 

Mr. Curtis. Is not this actually, though, what happens: The incen- 
tive is on the employer and you can say his incentives are to get lower 
taxes, but he is in there trying to resist a claim that he thinks is not 
justified ? 

Mr. Meany. We have absolutely no objection to that, Mr. Curtis, 
but if you set up an agency, and if you pay somebody to resist every 
claim that is made, then you are not just resisting the claims that you 
feel are justified. 

Mr. Curtis. Let’s put it this way: Theirs is not the ultimate deci- 
sion. They simply are taking one point of view, and I presume the 
unions where there are unions will take the other point of view, and 
I daresay that they will defend almost all cases. 

Mr. Meany. That is not so. 

Mr. Curtis. It is not? 

Mr. Meany. No, sir. 

Mr. Curtis. Why is it not? 

Mr. ead We have no machinery set up to defend all cases, as 
you said. 

Mr. Curtis. Where would a man go then for help if he thought he 
had a legitimate claim and the employer was resisting it ? 

How would he get his case presented so he would get. a fair shake? 

Mr. Meany. Naturally, he would come to his union, but that isn’t 
defending all cases. 

Mr. Curtis. Wait. I was taking your remarks as a hyperbole, and 
if we are going to get down to it, you do not really mean that the 
employer resists every single case? 

Mr. Meany. In some cases, yes. 

Mr. Curtis. You can argue that they resist a great many, and cer- 
tainly the incentive is on their part toresist it. 
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Mr. Meany. If that is all they would do, we would have no com- 
laint. 
r As a way of life, they resist all cases; that is, some employers, not 
all employers of course. 

Mr. Curtis. I am talking about a system and I think it is a healthy 
system where you have an incentive at one side to screen to be sure 
you do not pay where you should not pay, if at the same time there is 
equal incentive on the part of another equally strong group to argue 
the other side of the case, and then the decision rests with an inde- 
pendent body, and that is the way I thought that the unemployment 
system worked. 

Mr. Meany. Do you not think, Mr. Curtis, that it is significant that 
this policing, this intense policing you refer to, only occurs where 
there is merit rating ? 

For instance, in the railroad system we do not have it at all. 

Mr. Curtis. What I am arguing is as to whether it is not a good 
system. Otherwise, I again ask the basic question, Mr. Meany: What 
would you put in its place for policing to be sure that we do not have 

Mr. Meany. Mr. Curtis, I am not perhaps as familiar with all the 
laws in all the States as my research people are, but I am assumin 
that all of these laws contain the same provisions as the New Yor 
State law, and I sat for 5 years as a member of the advisory board of 
the New York State unemployment insurance law, for the first 5 years 
of its existence, and I sat with Mr. Marion Folsom, as an employer 
member of that board, and Mr. John Crane, representing insurance 
companies, and we had a regular system to follow up all of these 
claims and we were on the lookout for people who were trying to take 
advantage. 

I might say to you that I had a selfish interest in that because I 
wanted unemployment insurance to work and I realized that one of 
the things that would surely break it down would be a lack of polic- 
ing, a lack of inspection, and I am assuming that all of the States 
have provisions in their law by which the State administration polices 
the law, and I don’t give any credit to the employers for policing 
the law. I do give them credit if they have a legitimate complaint, 
but as a matter of routine, day-to-day business, when they set up an 
agency and pay an agency—they pay, an agency to police these 
ee Mi are surely doing that in order to bring down their tax 

iability. 

Mr. — All I am saying is that I think it is a healthy system 
that that is going on, if at the same time there is the balance for 
someone presenting the other side, and you have an independent 
agency making the decision. 

Mr. Meany. I don’t think it is a healthy system where the employer 
is challenging practically every case merely because he figures he can 
save some money. 

Mr. Curtis. That is his incentive. 

Mr. Meany. I am not so naive to believe that the employers who 
do these things do it in the interest of the law. 

Mr. Curtis. Mr. Meany, I am not talking about that. I am talking 
about how we do police this thing, and it seems to me that is the very 
effective and automatic way, where real justice can be obtained, be- 
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cause as long as you have an independent body that weighs whether 
the employer’s position is right or the employee’s position is right, 
and what I am going to go on to suggest, if you remove that, and as 
I understand gy suggestion would be to simply supply the check- 
point, some administrative tribunal where no one has an incentive to 
try ° see that there are not abuses, I do not see how that is going to 
work. 

It seems to me that your abuses will probably destroy your system 
that way. In other words, if you do not have a partisan on both sides 
of this presenting the thing and having an incentive in presenting it 
before an interested tribunal, you are going to have abuse. 

If the money is there that you are going to provide and the only 
thing is just to pay it out, the natural human reaction is to pay it out. 

Mr. Meany. I have said, Mr. Curtis, that I don’t think that that is 
the system or that that is the policy, in which the only thing is to pay 
it out. I assume that each State takes care of this problem under its 
own law. I know we did in the State of New York, and surely you are 
not saying that the employer has a great patriotic duty or the only 
place he has a patriotic duty is where he saves some money personally 

or himself. 

Mr. Curtis. I think that is a legitimate and good incentive as long 
as there is a proper balance so that he is not making the decision. He 
simply has an incentive to try and point out where he thinks there is 
an abuse and then some independent tribunal decides whether he is 
right or the employee is right. 

r. Meany. You surely don’t think that it is a good system for the 
employer to pay someone to challenge every case, do you? 

Mr. Curtis. I do not believe that actually is the case. 

Mr. Meany. This is what we are criticizing and we certainly don’t 
criticize the employer who comes in where he feels he has some reason 
to believe that an improper claim is being made. 

, Mr. Curtis. I do not believe the employer is that extreme any more 

than I believe all the cases that some of the witnesses have given us of 

the abuses. I think there are a lot of abuses in the system, but I do 

not think they are as extreme perhaps as some people present them. 

At least I examined this area to get your thinking on it. 

One other point on this: Do you not believe that this experience rat- 
does have a very healthy tendency to minimize unemployment ? 

r. Meany. No. No, sir; absolutely not. I do not. 

I can show you arguments made against it before the law was ever 
passed. Experience rating has done the very thing that we warned 
against at the time. 

Mr. Curtis. I would like to examine into the actual experience, but 
I think you and I disagree on that. 

Mr. Meany. I am quite sure we do. 

Mr. Curtis. It seems to me if an employer can minimize his tax by 
keeping the men on instead of laying them off and he is given incentive 
to preserve a good employment record, that he would do so. That 
gets into this other thing. 

It is true, is it not, that after a period of recession where we have 
had unemployment, the unemployment taxes are going to be increased 
because of the experience ratings? 
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Is that not true all through the country, where we have had unem- 
ployment we are going to see automatic increases in the unemploy- 
ment tax because of the experience rating ? 

Mr. Meany. Mr. Curtis, do you know of any cases where the expe- 
rience rating prevented layoffs? Has it prevented this recession? 
Has it done anything to minimize the number of unemployed ? 

Mr. Curtis. I do not know, Mr. Meany. That is the fact I want 
to get into, I suspect so, yes. 

Mr. Meany. You run into business with experience rating. There 
is a certain norm you have as to a work force and the incentive is to 
bring that norm down to start with, to keep it down, not to hire the 
peop eso that you don’t have to lay them off. 

r. Curris. That is true, and which, incidentally, I think you 
would is a healthy thing? 

Mr. Meany. No, I do not. : 

Mr. Curtis. Do you think a employer should hump up his employ- 
ment, knowing that he would have to lay off later ? 

Mr. Meany. Deliberately, no. I think there is a normal incentive 
to try to have a level work force. I think that is there whether you 
have unemployment insurance or not. 

I think what happens with this experience rating is, you bring down 
that norm. 

Mr. Curtis. I do not know and I would like to examine into the 
actual effect because I appreciate the theory can sound good and then 
in practice not work out, but it seems to me that this theory is sound 
and it has worked out and is a real incentive to create a more level 
rate of employment. Nonetheless, at least I see the differences there. 

Mr. Meany. Of course we don’t argue in supporting this law that 
these systems should be eliminated. The States still have the option. 

Mr. Curtis. However, I am trying to examine into the philosoph 
and theory to see where I might differ with your point of view and 
see several areas where I do disagree with your approach on this. 

One other point: I have been very much interested in the fact that 
some States have dependency differential benefits if the employee has 
dependents, and in examining into this unemployment problem, it 
strikes me that that is an area where we possibly could examine into, 
particularly in those States that have had these systems, to see how 
well they have worked. 

I was wondering if your organization had thought of that angle at 
all and had any comments on it, and this would fit in with the insur- 
ance program, being the insurance theory, because certainly an em- 
ployee with dependents has more to protect and more reason to pro- 
tect than an employee who is single without dependents. 

I was just wondering if you had any recommendations in your or- 
esse vie in that area or comments as to how those State systems that 

ave done this have done a better job or a different job than the 
States that have not recognized the different problems. 

Mr. Meany. We have not made any stun on that. But we feel 
that the need requirements enter into this, that it is foreign entirely 
tothe whole idea. This is insurance. 

_ Mr. Corrs. Of course, it is insurance, Mr. Meany, and insurance 
includes the person who has dependents, who, I can tell you, and I 
am sure you know, takes out more insurance when he has more to 
protect. 
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I, with a family of five children, of course, have to take out more 
life insurance than a single man, and do. That is why I say that 
this would seem to me to fit in with our theory of unemployment in- 
surance and the emphasis on insurance, and particularly in the light 
of our experiences now in these recessions, where we know that the 
problem is much greater and more acute in those working families 
where they have dependents than in others. That is the reason why 
we are talking about improving the system. 

It seems to me this is an area where at least I would like to know 
more. 

Mr. Meany. We keep in touch with the situation, but frankly we 
have not made any special study on it. Perhaps we will find that 
there may be some good effects and some bad. I donot know. There 
are 12 States, I understand, that have these need requirements in the 
law. 

Mr. Curtis. Two other points and I am finished, Mr. Chairman. 

You have stated your theory as I understand it as being that one 
reason benefits are not. being extended in the States is the result of, 
first, the argument, whether it is fiction or real, the argument of in- 
terstate competition, and, second, the fear of insolvency. 

I can see that if those were extreme situations your argument would 
have merit, but do you not think that if modified the argument of 
interstate competition would produce a healthy situation in our em- 
ployment problems? Is it not a good thing to encourage States to 
compete and also compete on this thing of having more employment 
and less unemployment? The rates would really go down if they 
have less unemployment. That is the real thing that makes the rates 
go down. 

Mr. Meany. Do you feel that this is a healthy thing, to have com- 
petition to drag industry from one State to another ? 

Mr. Curtis. No, sir; I did not say that. I said this, that granting 
’ your theory, if it were carried too far I can recognize that that is a 
danger and an abuse and something unhealthy. But I am also asking 
whether, modified and kept within bounds, it is not healthy because 
it does relate to this problem of trying to encourage our employers 
to maintain a more level state of employment. 

Mr. Meany. What we are trying to do, Mr. Curtis, is keep it in 
bounds. The only way that suggests itself to us is through Federal 
standards. 

Mr. Curtis. I know that, but I am trying to get back on this other 

int. 
cae the fear of insolvency seems to me likewise, kept within 
bounds, is a good healthy, normal check on one State that might get 
extreme ideas as to what it can do in this area. I can again see that 
it could be abused. But I do not think that, per se, these two reasons 
that you gave, without developing them further and showing that 
they are extreme—maybe they are, but I would like to know whether 
they are extreme. If they are, I can agree with you. But merely 
the fact, that we have interstate competition and the fact that there is 
a check on the States because of fear of insolvency, within bounds 
those are very healthy things I would think. 

I just want to see if it disagrees even there. | 
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Mr. Mrany. I do not think we disagree as to the question of hav- 
ing some competition. What we would lke to do is keep the thing 
within bounds. 

Mr. Curtis. And your theory is that it is out of bounds ? 

Mr. Meany. And surely you feel that where there is a differenti- 
ation of seven to one between States, that is entirely too much. 

Mr. Curtis. I think, Mr. Meany, I can see the area I am going to 
want to get a great deal of information on, because I think maybe 
our differences hie essentially there. 

You feel that the tax rate has gone down aera because of the 
elimination of certain claimants, and you think unfairly so, rather 
than the fact that they have had a good unemployment rate. 

We ought to be able to get the facts in that area, and that is the 
area in which I want facts. 

Thank you, Mr. Chairman. 

The CuarrMan. Are there any further questions ? 

Mr. Alger will inquire, Mr. Meany. 

Mr. Auger. Mr. Meany, I had the privilege and pleasure of read- 
ng and studying your statement last evening. I want to stick close 
to this statement and limit my questions to the subjects I am particu- 

n page 1 and at the top of page 5 you discuss the people who are 
unemployed, and the figures keep coming up of labor tore compared. 
tp unemployment. Here it is 5.8 million or 7.6 percent of the labor 

orce, 

Has the AFL-CIO made a comprehensive study at any time of 
the constituency of this labor force that is unemployed? Specifically, 
how many of them are heads of families with dependents as compared. 
with single people or wives or seasonal workers by choice that do not 
have to at 3 Have you ever broken it down in that way? I tried 
with the figures I have here, and I must tell you I have some, but I 
am not satisfied with the figures I have. 

In fairness to this entire subject, I believe this committee should 
have such a breakdown, and we ought to benefit from whatever you 
have to give us. 

Mr. Meany. Our own unions have done it; we have not done it our- 
selves on a national scale. However, we have a report of findings 
made up by a special group, by the University of Michigan. We have 
that report which gives some information on it. 

Mr. Arcer. I am particularly interested because I see in the report 
that I have here—and this is available for you to study later, to give 
us more information on if you can—that this particular publication 
shows that Michigan has 37 percent of the antes that are drawing 
unemployment compensation at this time—and this is a typical week— 
did not have dependents. 

That is the exception almost to the rule of the other States. In al- 
most all of these other States 50 percent or in some cases more than 50 
percent of the unemployed had no dependents. Then before this com- 
mittee, the gentlemen from Arkansas, Kentucky, Indiana, Utah and 
elsewhere have pointed out and additional information has been sub- 
mitted to us in the record that a number of workers are of the seasonal. 
type where there is another breadwinner in the family. 
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I am not saying that single workers who are only supporting them- 
selves do not n rotection. Of course, they do. But if we are try- 
ing to eliminate the greatest suffering and need, we ought to work 
more with the family breadwinners. 

That is what is troubling me in these things. 

Mr. Munser. Could we have the page reference there, please ? 

Mr. Aucer. Yes. It is table B—12. 

I am mentioning these things, Mr. Chairman, so that if the record 
could be left open we could benefit from the help of the legislative 
staffs of the AFL-CIO to add to these figures. 

I certainly will study them myself as you present them to us. 

_ The Cuarrman. Mr. Meany, if it is the thought that any additional 
information can be added to this record in answer to any questions, 
we would like to have it. 

Without objection, that information will be inserted in the record. 

Mr. Meany. Yes, we will be glad to supply, to whatever extent pos- 
sible, any of the statistical data that either we have available or that 
we can secure for you on any of these questions. 

(The following material was received by the committee :) 


Congressman Alger’s statement (stenographic transcript of hearings, p. 721) 
“* * * that this particular publication shows that Michigan has 37 percent that 
are drawing unemployment compensation at this time—and this is a typical 
week—did not have dependents.” Congressman Alger states that he is referring 
to table B—12 in the “Adequacy of Benefits under Unemployment Insurance.” 

I would like to point out that table B—12 has to do with weekly benefit amounts 
relative to earnings of unemployment beneficiaries and the 37 percent for Michi- 
gan is the weekly benefit amount payable to workers with no dependents as a 
percentage of their net wages after paying Federal payroll taxes. It has nothing 
to do with the proportion of single people among unemployment compensation 
claimants. 

The Department of Labor’s Bureau of Employment Security has provided 
data from its beneficiary studies on the status of unemployment compensation 
claimants. These data are summarized on the attached sheet which I understand 
has been made available to the committee. It should be noted that in each of 
the areas studied, members of two-or-more-person households drawing unemploy- 
ment compensation benefits are 83 percent or more of the total, and between 42 
and 58 percent are heads of households. In.each of the studies, 17 percent or 
fewer were one-person households (this distinction between one-person and two- 
or-more-person households is more meaningful than single or married status for 
obvious reasons.) 

Two other sources of data on the composition of the unemployed for the U.S. 
Department of Commerce “Current Population Reports on the Labor Force,” 
issue No. 86 of September 1958, and Issue No. 87 of January 1959. The former 
shows that of 9,528,000 persons experiencing unemployment during 1957, 6,576,000 
were males and 2,952,000 were females. 4,312,000 of the males were married and 
living with their spouse; 1,631,000 of the females were married and living with 
their spouse. 

The duration of unemployment for these people (expressed as a percentage) 
can be summarized as follows: 


Weeks of unemployment 
Beneficiaries, 
1957 
14 5-10 11-14 | 15-26 27+ 
Male-_--. 6, 576, 000 22.5 25.0 15.7 21.1 15.8 
Female _- 2, 952, 000 32.8 23.5 12.3 17.4 14.1 
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The second issue of Current Population Report, No. 87, shows the marital and 
family characteristics of unemployed workers in March 1958. Of the 5,199,000 
unemployed that month, 1,409,000 were single and 2,339,000 were family heads. 
61 percent were primary wage earners, 39 percent were secondary wage earners. 

The Survey Research Center, University of Michigan, has provided us with 
considerable information about the impact of unemployment in 1958 on American 
families, “Significant Findings on the Impact of the 1957-58 Recession in Relation 
to Unemployment Insurance, February, 1959.” Following are selected paragraphs 
from these findings: 

“Eighteen percent of all families in the Nation had one or more family members 
unemployed during the 12-month period prior to October 1958. 

“In 14 percent of the families the head experienced some unemployment; 

“In an additional 4 percent of the families another member experienced some 
unemployment. 

“The number of unemployed during the 12-month period of 1957-58 was roughly 
85 to 40 percent greater than in the calendar year 1956. The duration of unem- 
ployment also substantially increased. In 1956, according to the census, about 
one-third of all individuals experiencing unemployment during the year had only 
4 weeks or less of unemployment, while the corresponding October 1957-58 figure 
from the survey was about 13 percent. On the other hand, the proportion experi- 
encing unemployment for more than 26 weeks increased from about 11 to 22 
percent during the same period. 

“About 25 percent of all families reported in October that they experienced 
unemployment or shorter hours at some time during the previous 12 months. In 
four-fifths of these families, the main breadwinner was affected. About two-thirds 
of the unemployed, and half of those whose working hours were cut, attributed 
this to the recession. 

“Income losses were unevenly distributed among the unemployed families. 
The median net income loss (after taking into account unemployment insurance 
benefits) for the year reported in the families where the head was unemployed 
was approximately $900. About 3 percent of the families, where the head was 
unemployed, reported that they suffered no net income loss and about 18 percent 
reported they suffered a net income loss of $2,000 or more in the year. 

“The most important measures taken by families to adjust to the unemployment 
of the head of the family were in the order of importance: use of savings, cutting 
down on buying, help from relatives, piling up bills, and borrowing money. Some 
families moved to cheaper quarters, were able to have another member of the 
family go to work, or sought relief from a public welfare agency. The average 
family with unemployment took two of these measures. The larger the income 
loss, the more measures were taken to meet the unemployment situation.” 


Mr. Avcer. What percentage of unemployment would you consider 
to be minimum if you defined minimum unemployment as the number 
of people who ani do not have to work or are working by choice, or 
possibly too lazy to work unless they get exactly what they want? I 
think this is important. 

Mr. Meany. You are not talking about what we call technological 
unemployment. You are not talking about people who are between 
jobs. You are talking about people who just should not figure in the 
working force at all. In other words, they do not need to work or 
they are too lazy. 

ring the war there was a figure came up which was one-half of 1 
percent of the working force. 

Mr. Aroer. I appreciate your point on that. I have a feeling from 
some of the material I am getting that the figure is larger than that. 
But again I think here is an area that needs to be explored so that we 
do not feel mistakenly that a certain percentage means there is heavy 
unemployment when actually a lot of these people are the secondary 
breadwinners. 

Mr. Meany. Could I say this, that, by rule of thumb or some more 
or less accepted theory, with the potential work force of 65 million, 
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something under 214 million would be considered, let us say, a normal 
unemployment. In other words, people between jobs and people not 
seeking work because they want to lay off for a while and do not need 
work and so on. 

Mr. Acer. That sounds fair, and certainly I want to keep that in 
mind. 

Mr. Meany. In other words, we never got excited when the unem- 
ployment was at that figure or below, but when it starts to go up, then 
we get concerned. 

Mr. Acer. To continue on in the middle of the next page, page 2, 
and it refers again to it on page 3, you state: 

When the fundamentals are so generally accepted, when the sights of so many 
are fixed on the same target, why is it that year after year we continue to fall 
short of the mark? 

I am impressed that the States are trying to do a job and that they 
seem to be doing it. 

We of this committee report back to the people, and so do the State 
legislators. As a matter of fact, the State legislators have less lati- 
tude og we do, I think. They are right there at home with their 

ople. 

PA as it ever occurred to you that, good or bad, the present unem- 
ployment compensation system is what the legislators and the people 
themselves actually think is proper ? 

Mr. Meany. I cannot buy that. 

When you say the people themselves, I do not know who you mean. 
You are surely not speaking for the potential beneficiaries of the 
‘system. 

_ Mr. Arcer. These legislators keep going back home and are button- 

holed by their constituents, and then they are reelected or rejected, and 
you mention Texas on the next page of your statement and you find 
fault with our system. 

But you know we have to go back to our people, and justify our 
re up here. Even more with the State legislators. If they 

ave not been pleasing the people in this matter of providing unem- 
ployment compensation, I am sure the people back home would have 
gotten after them. Or, to put it another way, maybe the people feel 
the unemployment compensation system is coming along satisfactorily 
—— And they do not want us to cram something down their 
roats, 

Mr. Meany. You realize that the State legislature is made up of 
people with diverse backgrounds and obligations and from various 
areas, and the legislators who are in a nonindustrial area do not hear 
from the people on this because there isno problem. The problem lies 
in the large urban areas where you have an industrial situation. 

Mr. Arcer. We all have unemployment whether industrialized or 
urban, and I think all of us are troubled by it. 

Mr. Meany. I might say in my State the dice are loaded against the 
‘industrial areas by a system of representation that has existed for 
‘many, many, many years. The people in two small counties, for 

instance, over in the southern tier of the State of New York, from the 
“point of view of representing people, outweigh the cities 30, 40 to 1. 
. Mr. Areer. I can appreciate that, and a lot of us have been very 
puzzled, frankly, by the pattern or the path that Michigan has taken, 
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and the city of Detroit. It seems very odd to me that this heavy 
a and heavily unionized area should be the one most in 
trouble. 

Mr. Meany. Your theory would be correct, I would say, if the legis- 
lators voted on the basis of numbers of people they represent affected 
by this law and the numbers of people they represent also who are 
unaffected by the law. In other words, if it was a weighted vote, if 
everybody had a numerical vote the same as we vote at AFL-CIO 
conventions, I would accept your theory that the law is what the peo- 
ple want it to be. 

Mr. Arcer. That is a very interesting thought. In fact, I would 
like to paraphrase that this way: 

If there are 67 million people in the work force, or whatever that 
total is, and 1314 million of them are unionized and use that union 
properly to direct their own legislative thinking and then try to effect 
changes in legislation, here we legislators are torn between what the 
entire work force of 67 million want from Government in protecting 
labor as against what 1314 million want. 

Mr. Meany. May I submit to you that you do not know what the 
rest of the work force wants, and there is no one in America that can 
say that they speak for the rest of that work force. 

The only work force that has a voice is the work force that is organ- 
ized, and I challenge you to show me anything, any single little item 
that gives anyone the right to say that he speaks for the other 50-odd 
million of the work force who are not organized. 

Mr. Acer. I respect your opinion, but you are hearing my opinion, 
that I, as a Congressman, and my colleagues are hearing from our 
constituents all the time. 

Mr. Meany. But you say it is the weight of the 1314 million or the 
17 million that are organized as opposed to the nonorganized work 
force. I say that nobody can speak for the unorganized work force 
because they do not speak for themselves, by the mere fact that they 
are not organized. 

Mr. Auger. I agree with that, but let me get back to my point. 

The legislators and the Texas Legislature, representing the entire 
constituency, which includes that percentage of the total work force 
that resides within the boundaries of Texas, have seen fit to set up the 
kind of unemployment system we have. — , 

You can say we are wrong, and you are entitled to your opinion. 
But the people in Texas think that we are right. 

Now are we to completely negate what they say, at a Federal level, 
from 1,500 miles away, laying down the law and saying, “No. You 
legislators who are nae ow y every 2 years, and you people whom they 
represent are wrong. We in Washington know better and feel that 
these Federal standards would be better for you than what you think 
yourselves.” 

, That presents a dilemma, in a sense which I think all the legislators 
ace. 

The Texas Legislature sent me a resolution saying they feel that 
unemployment compensation should be left to the State. 

-_ Mr. Meany. Is it not a historic fact that most of the legislators 
did not act until the Federal Government acted in this field ? 
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Mr. Axerr. I think that is partly true, but I do not believe that 
that means the States do not have initiative. They have, but it is 
being taken from them. 

I might say to you that when labor succeeds, if you are to succeed 
in completely imposing Federal control on the States, labor itself 
oe be the greatest loser. I do not think that is what you 
intend. 

Mr. Meany. I do not think that is so. But actually what we have 
here is Federal standards that are now imposed upon the States in 
this field, and we are pointing out from years of experience where 
we think these standards should be improved. 

Mr. Averr. I certainly appreciate your interest. 

Mr. Meany. We are arguing for a complete law, and certainly we 
do not agree there should not be any ame standards, because the 
States have accepted some Federal standards, and Congress has 
enacted them. 

We are saying, in fact, that the time has come to evaluate our 
experience in this field, and that the effect of Federal standards 
should be amended in certain respects. 

Mr. Areer. You mentioned original intent several times in your 
statement. While I was not so active in the original intent as cer- 
tainly you were, I did listen with some interest to the gentleman from 
Texas, Mr. Farmer, plus men from four other States of the Interstate 
Conference of Employment Security Agencies who testified about 
how the States they represented and the organizations in which they 
participated, the employment security commission, I think it was, 
say as to how the State felt with regard to original intent. 

The original intent, according to their understanding, was that the 
areas of decision on such things as eligibility, duration, benefit amount 
and the other provisions to be made in the compensation field were 
to be left to the States for the reason that they were closest to the 
aca They know the local and State needs better than the Federal 

vernment. So, by intent, the States were to follow that. Is that 
not correct ? 

Mr. Meany. Yes; I think so, but now we are saying it has not 
worked so well, and there is a precedent for Federal standards in 
this field. The Labor Department can verify that, and we are say- 
ing that the law has not worked so well. We are pointing out where, 
and we feel that the correction can be made by improving the Fed- 
eral standards. 

Mr. Axcer. In the final paragraph on page 4, Mr. Meany, you men- 
tioned something that I think is at the here of this, and sometimes 
we miss the obvious. You point out that the question of where Fed- 
eral responsibility starts and where it ends is what we should be study- 


» Thia is something that has troubled me and possibly some of the 
other Members of Congress. I went back to find out and I got the 
Employment Act of 1946. If I am not mistaken, that came about 
at the end of the war when people thought there was going to be large- 
scale unemployment. We passed the bill, and yet the unemployment 
did not materialize as many people thought might be the case. But 
that is still the law today, and if you read the language in the pre- 
amble of that particular act, every conceivable Federal regimentation 
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or control of the work force can be justified by this language of the 
labor unions as a work force, and the working people, or of all of us 
throughout the entire economy. It is all covered by that particular 
bill. 

I do not know whether you recall that language, but it is all-in- 
clusive. 

— Meany. You are referring to the Full Employment Act of 
1946 

Mr. Axcrr. Yes. 

Mr. Meany. That is another story, and I would like to discuss that 
some other time. 

We like the act, and we wish someone would give real effect to it. 

Mr. Aucer. I just wish that this committee and the rest of Con- 
gress would study the language of that act, and think about commu- 
nism, socialism and free enterprise at the time they read the act. 

I submit to you that every single facet of socialism is found in that 
one preamble of the Full loyment Act of 1946, and I think that 
is some of our trouble now. Gens we admit that that is the law, then 
there is no reason why Federal standards cannot be imposed on every- 
thing, including everything the working force does. 

Mr. Meany. The Employment Act of 1946 has contributed nothing 
to our problem. In fact, it has not done anything one way or the 
other. It has just not been implemented. 

Mr. Aucer. I guess it has just contributed to my problem. It is 
difficult to justify. Providing jobs is not the role of Government. 

On page 5 you mention the Temporary Unemployment Compensa- 
tion Act, and the fact that it is being continued partially for another 
3 months shows a recognition on the part of the Congress of a degree 
of Federal responsibility in this area. 

I can only speak for myself on the committee, but the termination 
of the TUC, as far as I was concerned, showed that we did not feel 
that it was the responsibility of this Congress but, rather, that it 
should be handled another way, if even we should have had it in the 
first place. After all only 17 States took advantage of it. 

Mr. Meany. But you will concede that the Congress felt that there 
was some responsibility when they enacted the law last year and said 
it would be in operation until April 1 of this year. 

Mr. Aucer. Most certainly. But you are pointing out that our con- 
tinuing it at this time shows we recognize our responsibility. You are 
rae oo or it for us quite the opposite of my own interpretation. I 
simply do not want that to stand. 

I say I am among those who terminated it because we felt it was 
no longer our Ee 

Mr. Meany. You did not terminate it. You extended it to a degree, 
oe we say indicates the acceptance of a degree of Federal respon- 
sibility. 

Mr. Aténe, No, Mr. Meany, we did not intend to continue it, we 
“feathered it off” so as not to hurt those already qualified. We did 
not want to be unfair with the people who could qualify. 

Maybe this Federal standard for unemployment compensation com- 
ing so soon after, was the reason that there was such quick agree- 
ment. I do not know, but I want you to know that that was not the 
entire consensus of this committee. . 
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To move on quickly, the experience rating has been treated. I 
shall not dwell on that although must tell = in fairness, after read- 
ing your statement and listening to the gentleman from Michigan who 
1as 


a en a fine spokesman for his viewpoint, Mr. Machrowicz, I am 
still slightly bewildered by the fact we are told you are giving a choice 
in this bill. 

When I read the language on page 6 I think either it will result in- 
tended or not in destroying experience rating. I just leave it there, 
I realize it would be quite a iohate in itself. I think we are going to 
have to resolve that before we are through. 

Mr. Meany. I am not going to argue that point except to say that, 
according to our experts—and I consider these people experts—they 
tell me that it does not wipe out the experience rating. 

Mr. Axcer. I appreciate your statement. You did say in your 
statement that you did not think it was relevant. I maintain this is 
the one of the most relevant things in the act. 

You say on the bottom of page 6 “It is not relevant to the proposals 
now before this committee.” 

I believe that experience rating is one of the most relevant things 
we are talking about because the whole idea of it is to preserve the 
incentive in the employer for stable employment, and this will make 
less unemployment, which is certainly desirable. 

Mr. Meany. We said it was not relevant because the bill does not 
wipe it out, and you disagree with that. 

Mr. Arerr. On page 8 you quote the Manufacturers Association of 
Connecticut. This is what they say, as you quoted them: 

“Our State is competing today for more markets and new industries. 
Hiking the cost of doing business in Connecticut is not the road to 
more jobs, but to less jobs.” 

As I read it, I do not find fault with competition because we all 
agree that competition is the heart of the free enterprise system, of 


» course, 


This matter of hiking costs and doing business. I wonder if study 
has been given this matter of purchasing power and the fact that if 
you hike the cost to a businessman he has got to pass it on. If he 
does not pass it on and collapses, then all the people he hires are 
unemployed and you have more employed. If, however, he passes 
on this cost to the consumer it makes higher prices of things that the 
entire working force of 67 million must buy, therefore limiting the 
purchasing power of all of them. 

So on the one hand, if you unduly help provide money for those 
who are unemployed—it does have this effect of raising prices through- 
out the country—are you not hurting the very thing you would protect, 
and that is your purchasing power? — 

Mr. Meany. You evidently have not studied the economic history 
of the last 50 or 60 years in this country, because actually purchasing 
power accomplished by increasing production per man leads not to 
a oa cost but, in the final analysis, to a lesser cost and a wider 
market. 

If you accept your theory, then there should never be any wage 
increase that is passed on to the consumer. 

Mr. Acer. Mr. Meany, I have not been a student as long as you 
because I haven’t been here as long, but I think in the time I have 
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studied and I have tried hard to understand, that the increased pro- 
ductivity you mention has not accompanied the increase of prices and. 
wages in this country, and I think that is one of our problems. 

Mr. Meany. I think statistically you can be proven wrong on that. 

Mr. Atcer. If we increased the prices of these items without in- 
creasing productivity through putting additional cost on business 
which they pass on in higher prices, do you not then, by the very 
definition, cut down the purchasing power of the entire work force 
of this Nation? 

Mr. Meany. But the history of it shows it does not work that way. 

Mr. Arcer. That is what history exactly shows, Mr. Meany. 

I think you and I can agree that neither one of us has to yield 
to the other as to sincerity and interest in these workers. 

I simply feel that is exactly what it shows, and if you can under- 
stand my concern and provide more information to me, you will help 
1 =. straightening out my thinking on this matter, if that is what 

need. 

= Meany. We certainly can supply more information on that 
subject. 

Frankly, we have a high-price, high-wage economy here in this 
country, and under it we have more prosperity compared to any other 
part of the world. I can remember when eggs were 25 cents a dozen 
and butter was 25 cents a pound. Of course, now they are almost 
three times that, but there are more people now who have the 60 
and 70 cents than there were people who had the 25 cents during 
those days. 

Mr. Acer. That is exactly right. But that does not prove that 
increasing inflation necessarily solves the buying problem. We have 
got to have increased production to match the increased wages, else 
we are not accomplishing what we both want, that is, real increased 
purchasing power. 

That study is actually in the field of the Joint Economic Commit- 
tee. I realize that, and I should not take more time on it now. 
But I want you to know, Mr. Meany, that unless I can have a little 
help solving this, you will have to recognize I might be opposed to 
Federal standards in all sincerity, not because I am opposed to solving 
the problem. As a matter of fact, I can go further and say tha 
based on what this committee has been told, this bill imposing Federa 
standards, if enacted, will actually limit purchasing power; it will 
create more unemployment, and therefore will accomplish what you, 
least of all, want to see accomplished, more unemployment and re- 
duced purchasing power. 

Mr. Meany. I think you will concede that we do not want to cause 
more unemployment; we do not want to limit purchasing power. 

Mr. Aucer. That is what I said. I know you do not. 

Mr. Meany. And I presume you do not want to either. 

I do not question the sincerity of anyone who disagrees with me 
on this problem. But we certainly are prepared to try to convince 
you by whatever statistical data we have that we are right in our 
position on Federal standards. 

Mr. Atcer. I know you feel that, and that is one reason I am taking 
the time to question it, because I am benefiting by what you are 
telling me. 
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Do you believe at this time that employees should match the em- 
ployer in unemployment tax or not, to make it actually more an in- 
surance program, since you have spoken so strongly and well for the 
need of preserving insurance feature as a basic principle? 

Mr. ainasy. You have got me in an embarrassing position because 
from the very earliest days—and I took a large part in the writing of 
the New York State laws; was a member of the commission that was 
set up by the Governor to study the problem before the bills were 
presented to the legislature—and I have always believed in employee 
contribution. However, some of our people do not so believe. 

But you run into the problem of merit rating immediately as part 
of this problem. 

Personally I have always felt and still feel that employees should 
contribute, if for no other reason than that it gives them a greater 
sense of responsibility for better administration of the law, and also 
a greater voice in improving the law on the basis of experience. But 
that, of course, is a case where there is a difference of opinion among 
labor people themselves. 

Mr. Arcer. Mr. Meany, I believe that there should be retained in 
this bill the right for the States to disqualify a worker or in cases of 
fraud, dishonesty or other matters. As I read the bill, unless I am 
wrong, it says that the State cannot disqualify. 

Mr. Meany. I don’t think it says that. 

Mr. Arcer. It ison page3. Let me read it: 


Compensation shall not be denied to any eligible individual for any week of 
total unemployment during his benefit year by reason of exhaustion or reduc- 
tion of benefit rights or cancellation of wage credit until he has been paid un- 
employment compensation for not less than 39 weeks during such year. 

Am I misinterpreting that ? 

Then the next paragraph 9 restates that. 

Would you be agreeable, in other words, to amending it? 

Mr. Meany. If it meant what you said I would be agreeable to that. 
I am not so sure it does. 

Mr. Acer. I read the exact language and am just talking about 
the idea now. But I am disturbed that from the States is entirely 
taken the right to disqualify who gets the unemployment compensa- 
tion. 

Mr. Meany. I think this is subject to legal interpretation. I do 
not interpret it just the way you do. 

Mr. Arcer. Mr. Chairman, I appreciate the indulgence of this com- 
mittee and yourself. This is the first time I have had the privilege 
of even meeting Mr. Meany much less questioning him on something 
with which I am so vitally concerned. 1 

If I may, Mr. Meany, I want to compliment you further for what 
you had to say to Mr. Mikoyan and others of his type when they were 
here. The only thing that troubles me deeply is this—when I analyze 
the legislative program of the AFL-CIO that Mr. Biemiller and 
others send us every year and the criticism that you and the other 
members of the union send to us—the criticism of legislative stands 
and legislative programs you ask. 

I cannot determine in my thinking the difference between your 
program and what is honest-to-goodness socialism. If there is 
difference—I am not talking just about wages, which is your field in 
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economics, but the entire program you ask of us as congressmen. I 
cannot see the difference between this total program and socialism, by 
basic definition. If there is a difference I would like an answer now 
or at any time you can give it to me. 

Mr. Meany. Let me say this. I do not know what socialism is. I 
have read Marx and I have read all the people who interpret him, and 
I still do not know what socialism is. if, socialism is public ownership 
of the means of production, we are a little bit socialistic in this coun- 
try, and we were before I was born and we have continued in that 
direction. In my lifetime, I have seen the means of transportation 
in the large cities of the country converted from private ownership 
to public ownership. Of course, that was always one of the things that 
the so-called socialists advocated. 

Back in the early days of this Republic, water for instance was a 
medium for private profit. There were private water companies all 
over America. They sold water to the people. The people decided 
that they did not want water to be a medium of private profit. By 
process of legal condemnation and other processes, they put these 
people out of business and took that particular public service over 
themselves. 

We hear about the socializing of the Bank of England. Our Brit- 
ish friends claim that in 1916 America went much further in socializ- 
ing banking and finance than the Britains have gone to date, when we 
established our Federal Reserve System. I am not an expert on that, 
but I am saying that is one of the charges. 

If it is socialization to usé public money to supply milk for school- 
children—and of course, that charge is always made that it is sociali- 
zation—then is it socialization to supply the airline companies, 
through the means of Federal subsidy, with an incentive to develo 
an airline industry, which we badly need in times of war? Was it 
socialization to appropriate $2 million to rehabilitate an abandoned 
lead mine in Colorado because the country happened to need some 
lead? Was it socialization when we subsidized a railroad company 
some years ago, when they pushed on to the Pacific Coast ? 

I do not know, but I do know this: that during the Roosevelt admin- 
istration, many things were done by the Federal Government, and 
very few of dion that were advocated by the President under the 
so-called New Deal were not characterized:as socialism. However, one 
of the officers of one of our national business organizations, accordin 
to the record, pleaded with President Roosevelt in the early days o 
March 1933 to take over all business at the time the banks were closed. 

A few years ago I picked up, in about 1953, a brochure issued by 
the Central Hanover Bank of the city of New York. This is a bank 
which has the cream of the crop. This is a bank that is a private bank 
for the private fortunes of practically all of the big millionaire set in 
the city of New York with a branch at 62d Street and 5th Avenue or 
somewhere close to that so-called gold coast up there. This brochure 
was written by some economist working for the bank, and it was dis- 
tributed to the depositors of the bank. It said that there was goin 
to be a slight recession, there was a slight recession on the way, whic 
did come, of course, in 1954. This economist in this brochure dis- 
tributed by the bank to its upper crust customers said that they did not 
have to worry too much because, unlike in the thirties, we now had 
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built-in safeguards in our economy that would prevent this thing from 
» going too far. He pointed out what they were: unemployment in- 
surance; that we had a reservoir of money waiting to give something 
to the unemployed so that they would not be totally out of the market 
as customers of business the day after they got unemployed. That was 
one of the things. The Federal Deposit Insurance business was 
another thing, under which you did not have the problem of long runs 
on savings banks when people got unemployed, because the Federal 
Government, through this deposit insurance system, insured the sav- 
ings accounts of the small people. I guess it is safe to say that there 
is Fe a savings bank in this country that is not under that system. 

He pointed out that the Securities and Exchange Commission, with 
its restrictions on gambling in the stock market, keeps that down. 

These were the safeguards that were going to prevent us from being 
in real trouble in 1954 because of a slight recession. May I point out 
to you, Congressman, that every one of these safeguards was charac- 
terized as being socialistic at the time they were before the Congress, 
every single one of them. 

I still do not know what socialism is, despite the things that I have 
read. But if socialism means that under a democratic system, this 
republican form of government that we have, there are people who 
desire to secure for the great mass of the people, the workers, the wage 
earners, the farmers, and others, a better share of whatever wealth the 
economy produces, and that by providing that better share we provide 
a broad base of purchasing power to keep the economy moving for- 
ward—if that is socialism, then I guess I am a Socialist and have been 
a Socialist all my life. I do not figure that, but if that is what social- 
ism means, that is the sort of thing I am interested in. 

Despite my belief in the American system, despite detesting almost 
everything I see done in other parts of the world under the banner of 
socialism, I am not too concerned when I am charged with being social- 
istic, because I advocate something that brings a little more sunlight 
into the lives of the great mass of the people in this country. 

I submit again that the record will show that almost everything that 
meant a better life for the little people was attacked as socialistic. I 
can recall when the National Association of Manufacturers, through 
its State branches, was opposing the installation, the mandatory in- 
stallation of dust-eliminating devices in factories where abrasive ma- 
terials were being used, materials injurious to the health of the work- 
ers were permeating the air. It was demanded that there be devices 
in the way of small fans, and as a matter of law employers were com- 
pelled to put in these devices to protect the health of their employees. 
There were safeguards on the cutting tools so that there would be 
less chance of an employee losing a hand through some kind of a cut- 
ting device. Many of the States have these laws, but I can recall, in 
every one of the States where these things were advanced, the National 
Association of Manufacturers and its ‘State branches opposed these 
things, and they opposed them on the ground that they were socialistic 
in nature, 

So the mere characterization of some proposal as socialistic does not 
hother me at all. I know that I believe in this American system, and 
there is no other system on earth I know of or that I can read about 
that ever compares with it. I believe it is the best system because 
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under this system, a little better share of the wealth that is produced 
by management, labor, finance, and industry gets down to the little 
people; and that is the thing in which I am interested. 

Mr. Aterr. Mr. Meany, you have done a magnificent job of telling 
us here how you feel, and I think you practice in your daily life what 
you have told us here. But I want to close by saying this in rebuttal, 
since I asked you the question in the first place: Some of us with 
children and others with grandchildren, possibly yours, are very con- 
cerned that in this concern for little people—— 

a Meany. That is one thing you and I can agree upon, is grand- 
children. 

Mr. Aucer. There are several other things we can agree on, Mr. 
Meany, including providing safeguards for workers and purifying 
theair. In fact, ps ect you and I, in our views as opposed to foreign 
isms, witness Mr. Mikoyan, are like two fingers on a hand. Maybe 
it is just that we do not get together enough to talk about it. 

But I do feel this, Mr. ,_ : Generations yet unborn cannot vote, 
yet we are loading on their backs now not only taxes, if you please, 
but a staggering debt, which they must inherit, because we perpetuate 
what we are doing; we are not facing up to eliminating programs or 
paying as we go. We are passing on to future generations a stagger- 
ing load. 

Without discussing with you any one of these things you have men- 
tioned, although I would love to discuss some of them with you, to try 
to find out where we could have drawn the line, I simply say you 
and your generation and now I in mine ought to do plan. instead 
of coming to Uncle Sam demanding more Federal control, more Fed- 
eral expenditure. We ought to do something now to try to cut down 
this staggering cost. 

All we are doing is coming up here and demanding more Federal 
programs and demanding more spending. Some of us have got to say, 
“No. We can’t vote for that.” 

Why! Why not just vote for all these things? 

It would be a lot easier when we got bak ome maybe. But it is 
because we are trying to cut the cost, to be fiscally responsible. 

If I can paraphrase everything you said, although that may not 
be a fair way to do it—I am oversimplifying it. 

But what I think we are talking about are two ideas like this: On 
the one hand some believe in this country that we can all have more b 
sharing more equally what there is now here. On the other hand, 
some of us believe that the only way for more of us to have more is 
to produce more. 

say we are not making the effort to produce more, but spending 
too much of our time trying to divvy up what already is here, and in 
the course of all this we are creating Federal centralization of power 
and the abridgement of personal liberty and freedom. 

This is how I would like to take every one of these issues and talk 
about them. Whatare we doing toa man’s freedom ? 

Obviously when you protect him in his factory you are helping 
his freedom, but there are times when you are saaitting generations 
coming on with bills and bills of debt that we are not paying for be- 
cause of our nice cars and clothes and the way we think we should 
live today. TI do not think it is right. 
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I have only made this little speech to you because I do not want you 
to think that whenever I criticize your viewpoint I am criticizing 
gad sincerity, as some folks on your side have done to me and others, 

hey have left the impression, when they have taken sides in this and 
come down to my district, since I am a zero according to labor’s box- 
ek to give me heck, saying that I am not interested in the little 

ow. 

I do not know who the “little people” are. Down in my country 
everybody thinks he is as big as he wants to be. 

But whoever they are, I am just as interested in feeding and cloth- 
ing the poor as anyone. But I do not want to subsidize goldbricks or 
those who want to sit on their rockers and draw as much money as 
they can through almost a guaranteed annual wage proposition. 

me of the people coming in here representing the A IO seem 
to feel that we ought to give a man a guaranteed annual wage under 
unemployment compensation for doing nothing. 

To close, I simply say to you that it looks to me in this bill like we 
are trying to do two flan that this bill is not intended to do: On 
the one hand we are treating it as relief or welfare, and on the other 
hand we are faced with the stark realization there must be more 
jobs. That is what you want, and more jobs are not provided by the 
unemployment compensation bill. What we are doing is treating the 
— of the sickness in this bill and not the cause of the sickness 
itself. 

Thank you, Mr. Chairman. I surely appreciate your forbearance. 

The Cuarrman. Are ther any further questions of Mr. Meany? 

Mr. Machrowicz, you may inquire. 


Mr. Macnrowrcz. I do not mean to interrupt that very fine dis- 
cussion which I tat pont oa very much, and in which I think you 


put the entire broad problem before us in proper perspective. I just 
want to furnish some of the information requested by the gentleman 
from Texas. 

I believe he implied in his questions that a very large percentage of 
unemployed today are single; and in your answer you referred to the 
report of the University of Michigan. 

happen to have a copy of that report here, which was issued in 
February 1959, and was prepared by the Survey Research Center 
of the University of Michigan, Prof. William Haber, Fidel F. Fauri, 
and Wilbur J. Cie, where they go into the very questions which 

I want to say that the information in these findings is the result 
not only of studies in Michigan, but as the first paragraph says: 

Information from continuing studies by the Survey Research Center of the 


University of Michigan on the nationwide impact of the recession during 1957— 
58 in relation to unemployment insurance indicates the following significant 


findings, 
and they give direct answers to the question of the gentleman from 
Texas. 

In the first place, they find that 18 percent of all families in the 
Nation had one or more family members employed during the 12- 
month period prior to October 1958, all families of the Nation, not 
just in Michigan, and in 14 percent of the families the head of the 
family experienced some unemployment. In an additional 4 per- 
cent of the families, another member experienced some unemployment. 
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Referring to the direct question which was submitted by the gentle- 
man from Texas, this report shows as follows: 

Of those unemployed during the 12-month potion, 71 percent were 
heads of families, 14 percent are wives of heads, 12 percent were sons 
or daughters, and 3 percent were other relatives. Twenty-five per- 
cent of the unemployed were women. 

So it would seem to me that not 40 or 30 or 35 percent of the un- 
employed are single or not heads of families, but 31 percent. And 
many of those who are not heads of families are probably in just ay 
great need as those who have families. 

On the other question, since my name was mentioned with regard 
to section 4, I thought that is was pretty generally understood that 
section 4 of the bill permits these States free choice in providing 
a tee rate reductions as well as individual experience rate 
evels. 

I talked with the staff of the committee and they understood that, 
everybody else does, and if there is saything else that is necessary 
to make that clear, we as sponsors of the bill would certainly do so. 
But I just received a few minutes ago a report of the Library of 
Congress, Legislative Reference Service, which was just prepared this 
morning, and they state as follows: 

Section 4 maa permit States to continue experience ratings for 
individual employees. It would also allow States to make uniform 
reductions in the 2.7 percent rate. This section relaxes existing re. 
quirements rather than imposing new ones. I want to make that 
clear, and if it is not clear we will do everything necessary to make 
that clear in the law. 


That is all, Mr. Chairman. 

The Cuaimman. Mr. Simpson will inquire, Mr. Meany. 

Mr. Sroapson. Mr. Meany, I know you believe in the value of the 
representative or republican form of government, meaning, of course, 
thereby that the pea choose their representatives to represent them 


in assemblies an ay the laws and so on. By way of background, 
of course, that applies to the school boards, the county boards, and the 
State legislature, and the legislative bodies of the Congress. The 
responsibility of the respective echelons of government presents the 
problem that concerns me in this legislation. It disturbs me, as it does 
you, for you present that as the major problem I believe in the paper 
which you have prepared and which I have been pleased to consider 
with some care. The problem is the determination of the area in 
which the Federal Government should impose its will with respect 
to the States. 

The argument that you use with force, namely, is that the States 
have not done what they have been asked to do by the President of the 
United States, namely, to change the benefits under unemployment 
compensation at the State level. From this you conclude that the 
Federal Government—I do not want to put words in your mouth but 
I believe you conclude that the Federal Government should compel 
the States to do such things. 

That very argument is the one which 7 ar haag agg me that the Fed- 
eral Government should not compel the States to change the benefits. 
| I believe that in the various States, through the representatives 

chosen at the legislative level and the State senatorial level, the will 
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of the people is expressed in a legislative body which, notwithstand- 
ing the invitation by the President of the United States, has indi- 
cated their preference and determination, the desire certainly not to 
further expand in that field. 

I am unable to reach a conclusion that we should compel action 
while giving at least lip service to a belief in the representative form 
of government. 

Do you care to comment on that ? 

Mr. Meany. If you follow that through to its logical conclusion, 
what Federal action could you take in any field where the States are 
concerned? Is this a national problem or is it not? 

Mr. Stmpson. It is a very pertinent question you ask me and I have 
to answer it that this is one area where the States by their inaction, 
notwithstanding the invitation of the President, have said “We do not 
want you to act.” 

Mr. Meany. Then why did the Congress pass an unemployment 
standards law in the first place? 

Mr. Simpson. Because it was a new field and because we believed 
it was worthwhile doing at that time. 

Mr. Meany. Up to that time a great many of the States had not 
done anything, and a number of States had turned this down. So 
why did the Congress enact a law which compelled the States that 
had already turned this down to act ? 

Mr. Stmpson. For the reason that the Congress at that time thought 
it was the proper thing to do and even though the States had not 
acted for generations up until that period, Congress thought there 
should be some action in the field and Congress invited the States to 
act. The States have acted within certain limits, but they have not 
gone as far as you want them to—and that is what you want them 
to.do, and now you would compel them to do it. 

I say it is not right for the Congress to force the State legislature to 
do that which the State does not want. 

You have in your paper set forth one more reason why the States 
do not want to do it, in your judgment. I would call it competition 
between the States, as they undertake to improve their economic status. 
Is that right, is that an argument that you use as to why a State may 
not increase unemployment compensation benefits. Is it not competi- 
tion to provide jobs? 

Mr. Meany. We do not think the States should compete to see who 
can get the benefits down the lowest. 

Mr. Srrson. Do you see anything wrong in one State competing 
with another, trying to take business con another State ? 

Mr. Meany. On the basis of breaking down human standards and 
creating human misery, yes, I see something wrong with it. 

Mr. Stupson. Oh, no. 

Mr. Meany. And many a Member of Congress sees something 
wrong with it when it hits his own State. 

Mr. Simpson. The State has undertaken to improve the lot of 
its people by inviting businesses into its State. 

Mr. Meany. On what basis? On the basis of indecent standards? 

Mr. Srupson. Oh, no. 

Mr. Meany. We say “Oh, yes.” ages 

Mr. Srwpson. Do you see something wrong with the State of Ohio 
inviting businesses to come in from Michigan and set up their plant? 
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Mr. Meany. I certainly do if it is on the basis of reducing human 
standards, yes. 

Mr. Simpson. Well, the State of Ohio does nothing to reduce human 
standards, 

Mr. Meany. We are speaking of human standards in this bill and 
we do not like that kind of competition. 

Mr. Simpson. Then you do object. to the States having other than 
an equal unemployment compensation status so far as benefits are 
concerned ¢ 

Mr. Meany. What do you mean other than an equal ? 

Mr. Simpson. You want to standardize all over the United States 
the benefits which are paid under unemployment compensation. 

Mr. Meany. We just want to put a floor under these things. We 
want minimum standards. 

wr Srtmpson. Is that not another word for maximum standardiza- 
tion 

Mr. Meany. And the standards are relative to the wages paid in 
the State. 

Mr. Siupeson. You want to impose a basis, a standard which would 
be a minimum standard so far as benefits paid to unemployed are 
concerned ¢ 

Mr. Meany. That is right, relative to the wage paid in each State, 

yes. 
’ Mr. Srpson. With respect to goods produced abroad, do you have 
any comments on that area, where there are no such standards? Do 
you want those goods to come in and be used competitively against the 
goods that were produced in the United States? 

Mr. Meany. That of course is a question that runs far beyond just 
competition. That runs to the very safety of our own country, and 
that certainly would call for more than just a yes or no answer. 

Mr. Simpson. We have been pretty far removed from unemploy- 
ment compensation this morning. We have been discussing socialism 
and soon. I think it isa very important question. In Pennsylvania, 
we are losing businesses today and one of the very substantial factors 
has been the increased costs in Pennsylvania versus producing the 
same goods in Europe. 

Do you approve of shipping goods into the United States from 
So yo where there are lower standards and causing unemployment 
rere 

Mr. Meany. Under certain circumstances that is necessary. That 
is something that is in the hands of the President. We have a law 
which gives some protection in those situations. 

Mr. Simpson. bt have earnestly supported the reciprocal trade 
agreement program 

Mr. Mraky. That is right. 

Mr. Stmpson. Do I understand you to say now that even though 
that results in causing unemployment here, you favor the importation 
of those items ? 

Mr. Meany. I favor the reciprocal trade program as a matter of 
national policy. 

Mr. Stmpson. You are not answering my question. 

Mr. Mrany. I have no intention of answering it, Mr. Simpson, 
because I do not like the way the question is put and I will not answer 


it. You do something about that. 
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Mr. Simpson, I am sure you will not answer it because you do not 
have to answer. 

Mr. Meany. And I donot intend to answer it. ‘ f 

Mr. Simpson. But it is a very fair question and a simple question. 

Mr. Meany. No, I do not think it is a fair question or put as a fair 
question, and I think you know it is not a fair question. That is again 
a matter of opinion. 

Mr. Sutpson. Yes. 

May I attempt to pursue another course? Do you believe in im- 
porting sdhesiblioe into this country which directly cause unemploy- 
ment in the United States ? 

Mr. Meany. That question again relates to our foreign policy and 
the question of our standing in the free world. 

Mr. Stmpson. And you do not care to answer it? 

Mr. Mzany. That is right. 

Mr. Srupson. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions of Mr. Meany? 

Mr. Meany. Pardon me, Mr. Chairman. 

On the question of why unemployment compensation benefits should 
relate to wages rather than prices, I have a separate memorandum 
which I am willing to submit. 

The Cuarrman. I want to talk to you on that. 

Mr. Meany. All right. 

The Cuarman. During the course of these hearings I have been 
pa at least with the thought that there is considerable lack of 
understanding of what we were endeavoring to do initially when we 
established this system of unemployment compensation. As all of us 
know, it came at a time of very serious depression. 

I thought and I think the record at the time clearly justified the 
thought on my part, that what we were endeavoring to do was to 
create some system that would go into effect immediately to counter- 

» act the deflationary circumstances that might develop at a given 
time. In attaining that goal, we tried as a part of it to relate these 
benefits to the wage, the actual salary wage that was being lost as of a 
given time, to prevent the celdananticead teams to withstand the full 
shock of that loss. 

We wanted to have these hearings at this time not solely for the 

urpose of finding out whether or not this thing or that thing had 
n done, but as a result of the recent experience that we have 
had to supplement, at the Federal level, unemployment benefits paid 
in the States. We wanted to further evaluate whether or not this 
Federal-State system was serving as adequately as it should what we 
considered to be the desirable results that can be attained through 
the operation of this countercyclical device. 

As I understand from your statement, you reached the conclusion, 
based upon your study and that of the people associated with you, 
that the system as it operates today is not contributing as much as it 
should in that respect to counteract these periods of depression, these 
periods of unemployment. 

Is that your basic thought ? 

Mr. Meany. Yes. 
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The Cuarman. You are not here because of any thought on the 
part of you or any of your people that this system should be federal- 
ized in whole as I understand from what you have already said. 
Your basis for concluding that the system is not making this contribu- 
tion as a countercyclical device to the inflationary pressures lies 
largely in the fact that when wages are lost, too small a percentage 
of those wages are made up through this system. 

Mr. Meany. That is right. 

The Cuatrman. Does that summarize pretty well your thinking 
about it ? 

Mr. Meany. That is right. 

The CHatrman. You have shown ne to verify your thought 
that as of today the penreneege of replacement of lost wage nation- 
ally is less, after the program has operated all these years, than it was 
the day it started. 

Mr. Meany. That is right. 

The Cuatrman. Mr. Meany, many of the witnesses contend, con- 
trary to my basic thinking about it, that it is enough for the State to 

rovide these benefits at levels that recognize the increase in cost of 

iving from the State where the benefits were first established. In 
other words, if a State has had a rising cost of living of 150 percent, 
say, since 1938, we should be satisfied with benefits 150 percent higher. 

As I view it, that departs from the original philosophy of this 
automatic countercyclical force that the Congress had in mind when 
it established the program. Nowhere in the record did the Congress 
at any time refer to trying to maintain any cost-of-living ratio. The 
Congress did point out in the beginning that it was impossible under 
this system to compensate for all loss of wages. 

You recognize that is true today, I assume. 

Mr. Meany. Yes. 

The Cuatrman. But you make your case on your conclusion that 
the States have not maintained this ratio between benefits and w 
and have not properly maintained what the Congress originally de- 
sired in the way of the percentage offset against loss in earnings. 
That is right, is it not? 

Mr. Meany. That is right. We take the position that the standard 
of living in a family as af today is directly related to the wage earned 
by the wage earner in that family. It has got to be that way; and 
that when he losses employment, we feel he should get a percentage of 
poe Pe in order that he can maintain a percentage of his living 
standards. 

The Cuarrman. Actually I think the basic question is not one of 
States rights necessarily; 1t is not one of trying to maintain a ratio 
that offsets the soatvnd xioin increase. The basic question when the 
Congress makes one of these periodic reviews of this system, which it 
has not made in several years, incidentally, is to determine whether 
or not the program is being used in this — of being a counter- 
cyclical device to the extent that national policy requires minimizing 
thea downturns inthe economy. Is that not right? 

Mr. Meany. I am in complete agreement with it. 
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The Cuarrman. Is that not the basic question ? 

Mr. Meany. It is. 

The Cratrman. Then do we not have to decide whether or not it 
is something for us to do further, whether this is a national problem 
or involves national policy? Is that your thinking about it? 

Mr. Meany. That is right. 

The CuatrMan. It seems that every time we get into these periods 
of downturn in the economy, whether we want it to be a matter of 
national policy or not, we immediately make it one by trying to 
create jobs, by trying to take care, through Federal revenues, of the 
problems that exist. It is then proper, in your opinion, for us to 
make this analysis of the situation and to try to stimulate the States 
to come nearer to these goals of relating the benefits, at a higher 
percentage level, to the actual wages earned than are lost. 

Mr. Meany. That is right. 

The Cuarman. And it is only through that that we can make 
maximum use as a countercyclical force of this program in minimiz- 
ing the declines that will occur in the economy sporadically. Does 
that cover your thinking on it ? 

Mr. Meany. That is it; yes, sir. 

The Cuarrman. Are there any further questions ? 

If not, Mr. Meany, I want again to thank you, sir, for coming 
to the committee. We hope that when matters involving the 
AFL-CIO are before the committee you will come back. 

Mr. Meany. I would be glad to. 

The Cuarrman. As much as we appreciate these folks that work 
with you, it is always fine for you to come to the committee. 

We think you have made a very fine presentation of your point. 
I want to congratulate you for having done so. 

Mr. Meany. Thank you very much. 

. The Cuarrman. Before you leave, Mr. Meany, you understand that 
you have permission to put additional information in the record in 
compliance with these requests that have been made. 

Mr. Meany. Yes. 

The Cuarrman. Thank you very much. 

If the committee will bear with us just a little bit, I think we can 
conclude the hearings without the necessity of adjourning and then 
coming back. - 

Our next witness is Mr. John Clark of the International Union of 
Mine, Mill, and Smelter Workers. 


STATEMENT OF JOHN CLARK, PRESIDENT, INTERNATIONAL UNION 
OF MINE, MILL, AND SMELTER WORKERS 


Mr. Crark. The International Union of Mine, Mill, and Smelter 
Workers endorses H.R. 3547 providing a uniform 39-week duration 
of benefits under State unemployment compensation programs, in- 
creasing benefit levels to 50 percent of weekly earnings up to two 
thirds of the State average wage, and other improvements in op- 
erating standards. 
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Somewhat more than half of the membership of this union is lo- 
cated in the 11 Western States reaching from the Rocky Mountains 
to the Pacific coast. Of these 11 States, only California and Nevada 
have acted to extend the duration of State unemployment-compensa- 
tion benefits pursuant to the Temporary Unemployment Compen- 
sation Act enacted by the Congress last year, and only Colorado 
extended unemployment compensation benefits under State financing. 
Kight of the 11 States took no action whatsoever in the past year to 
extend the duration of benefits under their respective unemployment- 
compensation laws, either under Federal or State financing. From 
July 1, 1958, through February of this year, more than 50,000 unem- 
ployed exhausted their benefits in these eight Western States without 
finding work, and were denied the extra protection which would have 
been theirs if their State governments had chosen to participate in 
the temporary program set up by the Congress last year. 

A substantial proportion of the unemployed in these eight States 
have been and are metal miners out of work because of the slump in 
nonferrous metal mining from which the industry has not yet fully 
recovered. These skilled, specialized workers have been jobless 
through no fault of their own, and have had a particularly difficult 
time because of the lack of alternative employment opportunities in 
their sparsely populated areas. 

Most of these eight States have had unemployment rates above the 
national average over the past year, according to ratios calculated by 
the Department of Labor showing those drawing compensation as a 
percentage of covered workers. For the latest week for which we 
have data, that ending March 14, 1959, the national rate was 5.2 per- 
cent and Montana had the highest rate of any State, 11.4 percent. 
Altogether, rates in six of the eight States were above the national 
average. Following is a tabulation showing unemployment rates in 
these States as of March 14 last, and exhaustions from July 1, 1958, 
through February 1959: 


State Rate Exhaus- State Rate Exhaus- 
tions tions 
Percent Percent 


We believe the failure of these eight State governments to take 
any action to meet the serious unemployment problem which arose 
last year and now persists is the strongest kind of evidence of the need 
for Federal leadership in establishing improved and uniform stand- 
ards for the unemployment compensation system. 

This view is reinforced as we look at the record this year, when 
all of the 11 western State legislatures have been or are in session. 
Three legislatures have adjourned, having failed to enact or to win 
gubernatorial approval for improvements in existing unemployment- 
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compensation standards. Three State legislatures still had to take 
final action with respect to pending unemployment-compensation legis- 
lation as of the end of March. ‘Two States have adopted improve- 
ments in duration of benefits and three increased duration and size of 
benefit payments. In all cases, however, the improvements in stand- 
ards fell ar short of the standards set forth in H.R. 3547. 

The lack of action with regard to the temporary program, and the 
spotty and inadequate performance with respect to standards this 
year argue strong y — leaving determination of unemployment 
compensation standards to State initiative. The absence of standards 
has caused needless and widespread suffering among unemployed 
members of this union in all sections of the country. On their behalf 
and to prevent similar suffering in the future, we urge enactment of 
H.R. 3547 at this session of Congress. 

The Cuarrman. Thank you, Mr. Clark, for your statement. Any 
questions ? 

Our next witness is Mr. Paul Benson, of the National Canners 
Association. 

Mr. Benson, will you advise the committee of your name, address, 
and the capacity in which you appear, for the record, please, sir. 


STATEMENT OF PAUL E. BENSON, NATIONAL CANNERS 
ASSOCIATION 


Mr. Benson. Mr. Chairman, members of the committee, my name 
is Paul E. Benson, and I am director of public relations of the Green 
Giant Co., Le Sueur, Minn., canners of peas, corn, as and 
wr beans. The Green Giant Co. is a canning company with plants 

ocated in Minnesota, Wisconsin, Illinois, lowa, Idaho, Washington, 
and Delaware. I am appearing before you today as a representative 
of the National Canners Association as well as a representative of 
the Green Giant Co. 

The National Canners Association is a trade association of over 650 
members who operate in 48 of the 50 States and Puerto Rico. These 
member companies pack approximately 75 pmo of the annual vol- 
ume of the Nation’s production of canned fruits, vegetables, fish and 
seafoods, meats, and specialty items. The idabership embraces in- 
dividual canning companies, cooperatives, and every type of small 
and large canning enterprise. 

The canning industry is opposed to any further centralization or 
federalization of the unemployment-compensation programs. 

Generally, the canning industry is a highly seasonal operation en- 
gaged in converting a highly perishable raw product into nonperish- 
able form, thus permitting transportation and storage without loss 
and creating for the consuming public a staple supply of wholesome 
and nutritious foods. The seasonal nature of the industry is its prime 
characteristic, but this characteristic is not uniform as to commodity 
or as to geographic location. Although, for example, perishability 
of raw product is common to seafoods, vegetables and fruits whether 
grown or harvested in California or Maine or Minnesota or Florida— 
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the length of the canning seasons varies, the sequence of handling 
products varies, and labor recruitment and supply problems vary. 
Labor suppl for the Alaska salmon canneries must be handled in 
an entirely different manner than the recruitment of labor for opera- 
tions in vegetable canneries in Minnesota. The labor supply prob- 
lems are quite different between Minnesota vegetable canneries and 
those of such Eastern States as New Jersey, Maryland, and Delaware 
or such Westen States as Washington and Oregon. 

Customs and habits exercise an influence on the labor supply of the 
industry as well as the differences in product. Distinct paths of an- 
nual labor migration in agriculture and the agricultural processing 
industries are well established. The State and Federal employment 
services assist labor and employers in the economic and orderly man- 
agement of this seasonal labor while the individual freedom of these 
workers to choose for themselves the occupations they desire is main- 
tained whether it be in field work, in-plant work or jobs outside of 
the agricultural industry. 

Because of these variations of employment patterns peculiar to the 
different characteristics of product, climate, people, customs and 
habit, the States have answered the employment-unemployment prob- 
lems in different ways. Since the enactment of the social-security 
laws, systems have been developed in some States and are developing 
in other States to answer most satisfactorily the local problems 
through special laws and regulations. Thus employers are taxed on 
the basis of their histories, and other provisions of State laws take 
special note of the seasonal nature of the canning industry. 

This is proper and follows from the leadership taken in this field 
by ie ational Canners Association when the Social Security Act was 
adopted. 

It should be noted that the canning industry is the largest em- 
ployer of seasonal workers in the Nation. But many of the workers 
in the canning industry are not people available for the general labor 
market. Our work forces are made up of married women, older 
teenagers in high school and college, retired people and others who 
will take only short-time employment. 

The point we wish to bring to your attention is that the highly sea- 
sonal canning industry does not and cannot contribute to unemploy- 
ment because of the very fundamental nature of its operations. On 
the other hand, it is an industry that makes and demands employment 
of many people who do not want and will not accept permanent em- 
ployment. It is this unique condition combined with the local varia- 
tions of crop sequence, commodities, custom and habits that make 
it imperative that the States retain full power to determine the eligi- 
bility requirements for their citizens. 

By way of example, all States have as a condition of eligibility to 
unemployment compensation a minimum base period or base period 
earnings requirement. Arkansas has concluded that this earnings 
figure should be $210. Minnesota has a minimum earnings figure of 
$520, and for Illinois the figure is $600. To reduce the minimum 
earnings figure in Minnesota to the level prescribed in Arkansas would 
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be completely unrealistic in view of the generally different conditions 
prevailing in the two States. It would inevitably result, in the case 
of Minnesota, in a flood of unemployment compensation benefit recipi- 
ents who are not genuinely attached to the labor market. Usider 
Minnesota conditions, earnings of no more than $210 in a year would 
reflect a truly casual connection with the labor force. 

In this matter of uniform eligibility requirements the seasonal can- 
ning industry may claim a cause for concern unique as compared with 
business generally. The States have substantially differing ways of 
dealing with the individual whose work history shows him not to be 
regularly attached to the labor force. Thus, Indiana, where cannin 
is a substantial factor in the overall business picture, has recogniz 
the peculiar status of the many persons who generally work only in 
seasonal canning. It limits the right to unemployment compensation 
benefits on the part of such individuals to periods of unemployment 
occurring during the canning season in which they customarily work. 
On the other hand, while Llinois also has substantial canning opera- 
tions, it does not represent nearly as great a factor as in Indiana. 
Illinois, therefore, has not seen fit to adopt any such provisions as 
respecting seasonal canning plant workers, but has used the approach 
to the intermittent worker problem of requiring an individual not only 
to have minimum earnings of $600 in his base period year but also at 
least $150 in the calendar quarters outside of the quarter of highest 
earnings. 

In Wisconsin with the large amount of highly seasonal cannery 
employment, the seasonal cannery worker becomes eligible for benefits 
only if he has had at least $200 of earnings of other employers during 
the year preceding his employment in the cannery. 

Other witnesses before this committee, we feel sure, have and will 
very adequately establish that outside of the seasonal industries there 
are social and economic considerations that dictate that the handling 
of unemployment compensation programs must remain, in fairness to 
workers as well as to employers, a local State matter. In this regard 
it should be emphasized that Federal standards would create financial 
hardship for some States and even possible insolvency of State funds. 

The Karsten bill, for instance, would require all but four States to 
pay more in benefits than the wages required toearnthem. For exam- 
ple, the bill would permit an individual in Illinois to receive as much 
as $2,418 in benefits after having earned only $1,860, ! 

Adoption of the Karsten bill would inevitably result in many States 
being compelled to borrow from the Federal Dravetdaned. This, of 
course, would result eventually in constantly increasing the control 
over State unemployment compensation programs by the Federal 
Government. 

In conclusion, we remind the committee that where unemployment 
compensation dollars are involved, we are not talking about some 
vague “taxpayer.” We are talking about employers’ dollars because 
it is in only 3 States of the 50 that employes also contribute to unem- 
ployment compensation funds. And whenever there is a prospective 
increase in unemployment compensation costs, and a substantia] in- 
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crease is inevitable under the Karsten bill, the seasonal canning indus- 
try has a ania painful interest. Why? Because all States 
except Alaska have some form of merit rating whereby the individual 
employer’s tax rate is affected by the amount of unemployment com- 
pensation benefits paid to employes. And, since seasonal canners’ 
workers average far more in number, percentagewise, than those for 
all employers, our industry’s average unemployment compensation 
tax rate is always far above the average for industry as a whole. For 
example, the average unemployment compensation tax rate for all 
industry in Illinois for 1958 was 0.8 percent, the average rate for 
Illinois canners was 1.54, and it runs even higher in Wisconsin. An 
increase of say 25 percent of a 1.54 rate means a lot more dollars to 
the canner than a 25-percent increase on a rate of 0.81. And, since 
our operations depend on the seasons and the caprices of Mother Na- 
ture, we’re helpless to do anything about it. 

The Cuarrman. Mr. Benson, we thank you, sir, for bringing to us 
the views that you have expressed. 

Thank you, sir. 

Mr. Curtis. Mr, Chairman? 

The Cuarrman. Mr. Curtis. 

Mr. Curtis. As I understand, the main objection that you are di- 
recting our attention to is the qualification for the minimum stand- 
ards put in the Karsten bill and the other bill for qualification. Is 
that correct ? 

Mr. Benson. No, sir, Mr. Congressman, I do not believe that is 
right. We want to point out the fact that canning is a highly sea- 
sonal operation and that conditions vary widely between States. 

Mr. Curtis. I appreciate all this, but I am trying to pinpoint this: 
you see there are many areas that these liberalization bills cover. As 
I interpret it as far as these seasonal operations are concerned—and 
I very much appreciate your paper because it does bring this out— 
the way a seasonal operation like canning would be affected if we took” 
the bill as it is is because it is setting up some standards of qualifica- 
tion for unemployment insurance. Is that right? 

In other words, I want to pinpoint in this bill what is the area about 
which you find you ure concerned. I think that is what it is, but I 
want, to be sure. 

Mr. Benson, It is a question of qualification, of the standards, yes, 
and we believe that it is absolutely necessary that they must vary. 

Mr. Currts. What I am trying to get at is the actual section of this 
proposal. Or you can state it in your own words, the Federal standard 
that is going to bring this about. 

On page 5 you say: 


For example, the bill would permit an individual in Illinois to receive as much 
as $2,418 in benefits after having earned only $1,860. 


That must be based upon some minimum Federal standard there for 
qualification ; is that right? 

Mr. Benson. The Illinois folks worked that one out. That could 
happen under the present standards. 
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Mr. Curtis. Not under the present standards. I mean under the 
proposed, That is what I am trying to get at. It does not have any- 
thing to do, for example, with 50 percent of the farmers, nor the 
length of time necessarily. But it goes to the qualification; am I right? 

r. Benson. Mr. Congressman, I do not profess to be a student or 
an expert in the technical field of this at all. 

Mr. Curtis. May we have supplied for the record, if you would, the 
specific basis on which the witness says this would come about ? 

Mr. Benson. I would be very happy to. 

~ CuatrMan. Without objection, that will be received for the 
record. 

(The following material was received by the committee :) 


SupPLEMENTARY STATEMENT BY PAUL E. BENSON, OF NATIONAL CANNERS ASSOCIA- 
TION, ON UNEMPLOYMENT COMPENSATION PRESENTED TO House COMMITTEE ON 
Ways AND MEANS 


Mr. Benson. Mr. Chairman, in the course of our testimony on unemployment 
compensation you asked that an explanation be given of the manner in which 
unemployment benefits are calculated. 

There is a substantial variation between the States in the determination of 
the amount of weekly benefits. The majority set the weekly benefit figure at 
a percentage of the wages earned. But two examples perhaps will show the 
committee the implications of the program to the canning industry and to those 
who accept employment in the seasonal work of the industry. 

For example, the Illinois formula is one-twentieth of the high quarter of 
base period earnings, with a minimum of $10 per week and a maximum of $30. 
This formula is subject to adjustment upward according to the number of de- 
pendents the unemployed individual may have. 

The duration of benefits (exclusive of any extension provided for in the case 
of recession circumstances) is also figured somewhat differently by many States. 
The majority, however, provide a maximum potential duration equal to a multiple 
of the weekly benefit amount which does not exceed a certain portion of the 
previous year’s earnings. The Illinois formula runs from 88 down to 32 per- 
cent of such previous year’s earnings, the applicable percentage depending upon 
the amount of such earnings. 

Under Wisconsin law the weekly benefit rate is determined for the individual 
émployee at 50 percent of his average weekly wage adjusted upward to the 
next whole dollar. However, there is a maximum benefit rate which at the 
present time is $42. : 

Benefits are calculated at this weekly rate based on weeks of employment 
during the 52 weeks preceding the most recent week of employment for the 
employer. Seven-tenths of a benefit week is allowed for each credit week dur- 
ing the base period provided that not more than 38 credit weeks during the 52- 
week period may be used. Thus the maximum benefit duration in Wisconsin 
at present is 2644 weeks. 

To further supplement our contention that the States are best qualified to 
handle the major problems of unemployment compensation policy there is 
attached a copy of the testimony submitted to the Oregon State Legislature 
under date of April 10, 1959, in which a cooperative canning company of that 
State documents the fact that the seasonal industry contributes to employment 
and not to unemployment; but in spite of this record is called upon to pay 
more in benefits than it contributes to the unemployment fund. 

BLvuE LAKE PACKERS, INC., ‘ 
Salem, Oreg., April 10, 1959. 
Hon. Dan 
Oregon State Capitol, Salem, Oreg. 

Deak Senator Dimick: Fully appreciating your problems in connection with 
the dwindling unemployment reserves and the necessity for changes to bring 
income into balance with expenditures, I hope this letter with its contents will 
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be helpful. I apologize for its lack of brevity but several careful editings have 
made it impossible to shorten the content. 

During the 1957 session of the legislature I testified before the labor and 
industries committee of the senate on the subject of unemployment insurance 
as it applied to my company, a typical plant processing canned and frozen 
seasonal berries, fruits, and vegetables. 

At that time I took the position that our industry was one which contributed 
more to employment rather than to unemployment and that too many of our 
seasonal employees were habitual drawers of unemployment insurance and that 
their abuse was contributing to the drain on the fund in a totally unwarranted 
mzaner in respect to the intent of the law as it was originally intended. 

‘he two years that have gone by since that time further emphasizes the 
condition, for in calendar 1958 Blue Lake Packers, Inc., paid into the fund 
$36,525.98 and were charged by withdrawals of our seasonal employees in the 
amount of $92,971.82. I again emphasize “seasonal’’ employees for the only 
unemployment insurance drawn by what we consider full-time employees was 
$411.30. 

During 1958 we had 1,907 employees of which better than half were high 
school and college students; 149 are employed full time and about 800 were 
adult seasonal workers. The large majority of these adult workers are house- 
wives who, ever since the beginning of our industry have looked forward to 
working during our season in order to augment their family incomes and would 
not take full-time employment if the job required. Frankly, we cannot get along 
without them—they are splendid workers—but they are not on the year-around 
labor market nor, as such, in our estimation, were ever intended to be recipients 
of unemployment benefits. The students, of course, are ineligible to draw bene- 
fits and, with the exception of the three full-time employees mentioned above 
who drew the $411.30, all of the remainder of our full-time employees were 
continuously employed. Of the 800 seasonal workers, 476 drew the remaining 
$92,560.52. 

Thinking that an analysis of these 476 workers would be helpful to your com- 
mittee, we have grouped them by general classification into five groups, and 
we will further analyze the largest segment of the major group, namely, the 
female workers who are the annual applicants for unemployment insurance: 


173 seniority list women drew $54, 918. 72 
155 women not on the seniority list drew______.__-_--_-___--_---_-_--- 12, 276. 61 
27 men on the seniority list drew_______-_ oabirts . 6,869. 86 
104 men not on the seniority list drew____ 12, 871. 60 
14 men and women over 65 years of age drew___--_- 9, 313. 12 


Seniority by union agreement is arrived at by having worked 30 continuous 
working days. As shown, women on this list have drawn approximately 
$55,000 of the total withdrawn by all of our employees totaling almost $93,000. 
To demonstrate the repetition of unemployment insurance withdrawals by these 
seasonal workers we are detailing in the following table the first 100 women 
on our seniority list by seniority and the number of years that each has drawn 
unemployment benefits: 26 have drawn for 9 years; 10 have drawn for 8 years; 
8 have drawn for 7 years; 13 have drawn for’ 6 years; 24 have drawn for 5 
years; 10 have drawn for 4 years; 7 have drawn for 3 years; and 2 have drawn 
for 2 years. 

All of these women have not been on the list for the 9-year period but it is 
clearly evident that there is a year-in year-out habit of working during our 
season and then drawing unemployment insurance during the months we cannot 
operate because of the nature of our business. 

It is of further interest to note that only 1 of these 100 women has had any 
other reportable income during the past 2 years. Is it not fair to assume that 
if these workers were on the year-round market that a small percentage at least 
would have found other employment? 

Again let me apologize for the length of this letter. I hope its contents, which 
can be further elaborated on, should you desire, will be helpful. 

Sincerely, 
Brive Lake Packers, INc., 
N. W. MERRILL, 
Executive Vice President and General Manager. 


89678—59—82 
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The Cuamman. Mr, Benson, I just want to see if I can better under- 
stand your thinking about this generally. 


Yours is what I would consider to be a highly seasonal type of indus- 
try, is it not? 

Mr. Benson. Very much so. 

The Cuarman. To operate you must have labor available at a cer- 
tain time of the year when you have work that has to be done at that 
specific time? 

Mr. Benson. That is right. 

The Cuarrman. If there are other jobs for these workers after they 
have served your purpose, then there is no unemployment problem, of 
course ¢ 

Mr. Benson. No, sir. 

The Cuatrman. If there is no other type of employment for these 
workers and they desire employment, it has been argued by some who 
have appeared before the committee that the cost of your overall labor 
bill should include some element of unemployment compensation for 
such workers as desire work and cannot find it when you have com- 
pleted your seasonal operations, and that that should be reflected, as 
are the wages that you pay, in the actual cost of the can of peas that 
you sell. 

Do I understand your thought to be that, since these are seasonal em- 
ployees, not annual employees of your industry, you are entitled to a 
lower tax rate? 

Mr. Benson. No, sir. What we are saying is that most of our em- 
ployees are seasonal employees, as I pointed out, people who are not 
considered in the labor market. They are schoolchildren going to 
school, college students, married women, local married women, and 
so forth, that are not looking for jobs other than at that time. 

The Cratreman. I can understand the distinction that someone could 
make in a schoolchild working for 2 or 3 months during the summer 

» in your industry, going to school and so on. Certainly that person 
has not gained such a degree of connection with the labor force that 
there is to be any great suffering if every States does not take care of 


that situation when the job is over, because that person is really not in 
the labor force. 


Mr. Benson. No; he is not. 

The Cuairman. What I am talking about is situations which I know 
about and from my own experience, where the canning industry does 
use local citizens who are a part of the labor force, and they use them 
for these periods, these seasonal periods. They definitely want em- 
ployment. 

Shouldn’t those costs be a part of your total labor costs in produc- 
tion, and should you not have to pay in some degree for that unem- 
ployment ? 

Mr. Benson. The industry, Mr. Congressman ? 

The Cuatrman. How can you have those people there ready for you 
at all times and available for your employment without feeling some 
degree of responsibility for their unemployment? 
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Mr. Benson. The industry does feel that responsibility, and, because 
of the varying conditions between States, each State is doing a fine 
job, I am sure, of recognizing these conditions that exist as to what 
impact the canning industry has on the rest of the total industry of 
the State, which is illustrated as to what the qualifications are between 
States. 

The CHatrmMan. You are not arguing then, as I thought I detected, 
that yo are entitled to a lower tax rate just because you are a seasonal 
activity ? 

Mr. Ae, No, sir; but we believe that this obligation, responsi- 
bility, can best. be handled by employers under the present setup where 
each State will run their own programs. 

The Cuarrman. Do you have the thought that the Congress itself 
really has no responsibility in this area ¢ 

Mr. Benson. No; I am not inferring that at all, sir. 

The CHairman. Mr. Mason. 

Mr. Mason. I am sorry I missed your testimony. I shall read it, 
however, because a good deal of the canning work done in Illinois is 
done in my district, DeKalb, and so forth. 

What is the length of the canning season there for peas, beans, corn, 
and the rest of it that is canned? About 3 months, 4 months? 

Mr. Benson. About 3 months, sir. 

Mr. Mason. And at DeKalb there it is mostly done by these seasonal 
workers who look forward to that period when they can earn a little 
extra money, like housewives and the college students and so forth. 

Mr. Benson. Yes, sir. 

Mr. Mason. They are not a regular part of the working force, are 
they 

Mr. Benson. They are not, sir. 

Mr. Mason. They just look forward to this period when they are 
having vacation or when the women want to earn some extra money 
for clothes and so forth. 

Then, it seems to me, if they are not a definite part of the working 
force of Illinois, there should be some allowance, at least considera- 
tion that they, not being a part of the regular working force, could 
not collect unemployment insurance when the season is over and they 
go back to their regular work or back to school or other activity. Is 
that the point you were trying to make? . 

Mr. Benson. That they are not entitled ? 

Mr. Mason. Yes. 

Mr. Benson. No. But we want to set up the qualifications by 
State areas. We believe that the qualifications can best be handled 
at the State level, and certainly there is no thought of shirking the 
responsibility along those lines. That is not the point. 

Mr. Mason. One of the principal qualifications is the length of time 
they work? 

Mr. Benson. Yes. 

Mr. Mason. Would this bill here lower that length of time so they 
would qualify much more easily if they only worked a month, say ¢ 

Mr. Benson. No; I would not say that. What I have been trying 
to point out is that I think the qualifications can best be handled at 
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the State level because of the conditions that vary between the States 
in their industries and in the impact upon the total industry. 

ri Mason. I would not argue that at all because I agree perfectly 
with you. 

The Cuarrman. Are there any further questions? 

Mr. Knox. 

Mr. Knox. Is it not true that States have special provisions for 
seasonal employees under their unemployment compensation act? 

Mr. Benson. They will vary between States. 

Mr. Knox. There are special provisions ? 

Mr. Benson. Yes. 

Mr. Knox. And under the mandate of this bill, special provisions 
would be wiped out. Is that correct? 

Mr. Benson. That is my understanding of it, sir. 

The Cuatrman. Are there any further questions? 

If not, Mr. Benson, again we thank you for coming to the committee. 

Our colleague from , paced the Honorable Clifford Davis, is in 
the room and desires to present to us Dr. Frank Groner of the Amer- 
ican Hospital Association. 

Mr. Davis. 


STATEMENT OF REPRESENTATIVE CLIFFORD DAVIS OF 
TENNESSEE 


Mr. Davis. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 
I can assure you that I will not take over 10 or 15 seconds, having 


had some experience on that side of the table and hearing long intro- 
ductory speeches, but it is my pleasure to introduce to you gentlemen 
Dr. Frank Groner, the administrator of the Baptist hospital at Mem- 
phis, Tenn., a well-informed, fine gentleman. 

Re certainly wanted to introduce a long-time friend, and I am sure 
that you will give him the courteous attention that you give all 
witnesses. 

Thank you very much. ; 

The CHarrman. Mr. Davis, we appreciate your taking off from 
your busy schedule to come to the committee to introduce Mr. Groner 
to us. 

Mr. Davis. Thank you so much. 

The Cuarrman. Thank you, sir. 

tea Dr. Groner, and will you please come to the witness 
stan 

Dr. Groner, you are recognized without going through the formalit 
of qualifying yourself. 4 
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STATEMENT OF DR. FRANK GRONER, MEMBER, BOARD OF TRUS- 
TEES, AMERICAN HOSPITAL ASSOCIATION; ACCOMPANIED BY 
KENNETH WILLIAMSON, ASSOCIATE DIRECTOR, AMERICAN 
HOSPITAL ASSOCIATION 


Dr. Groner. Thank you, Mr. Chairman. 

I am accompanied by Mr. Kenneth Williamson, the associate di- 
rector of the American Hospital Association, and I am speaking on 
behalf of the association. 

The hour is late. We have provided 10 pages for the committee, 
and we would like to request that the complete statement be included 
in the record. 

The CuarrmMan. Without objection, it will be included. 

(The statement follows :) 


STATEMENT BY FRANK GRONER, ADMINISTRATOR, Baptist MEMORIAL HOospPITAL, 
MEMPHIS, TENN., ACCOMPANIED BY KENNETH WILLIAMSON, ASSOCIATE DIRECTOR 


Mr. Chairman, and members of the committee, my name is Frank Groner, I 
am administrator of the Baptist Memorial Hospital, Memphis, Tenn., and am a 
member of the board of trustees of the American Hospital Association. I am 
appearing today on behalf of that association, which includes in its membership 
3,078 private nonprofit hospitals. 

At the present time the private nonprofit hospitals that fall within section 
501(c)(3) of the Internal Revenue Code, and are thus exempt from Federal 
income tax, are also exempt from the Federal Unemployment Tax Act. This 
group includes virtually all of the nongovernmental community hospitals of the 
country. These institutions are exempt also under State unemployment com- 
pensation laws except in Hawaii and, with respect to some employees, in Alaska. 

We would respectfully urge that the exemption from the Federal act be con- 
tinued. We do so primarily on the ground that hospitals produce so little 
involuntary unemployment that the principal effect of coverage would be to 
impose a financial burden on the hospitals, and thus on their paying patients, 
which we think unwarranted. A secondary reason is that as State and local 
public hospitals will certainly continue to be exempt from this Federal tax, 
we believe that it would be fairer to continue to treat the two groups of institu- 
tions alike. I want to develop each of these points briefly. 

Beginning as early as 1940, the American Hospital Association advocated 
the coverage of nonprofit hospitals in the OASI system, and was one of the 
chief proponents of the inclusion of nonprofit organizations in that program. 
Under the optional coverage that was adopted, very nearly all—some 3,500— 
of these hospitals have elected to be covered. Hospitals are covered also by 
workmen’s compensation. Both these kinds of social insurance seem to us 
wholly appropriate, because both deal with risks to which hospital employees 
are as much exposed as others are. Unemployment compensation, on the other 
hand, protects against a risk to which hospital employees, we are convinced, 
have very little exposure. That being so, we have consistently opposed coverage 
under the Federal unemployment tax, and in conspicuous contrast to the record 
under OASI, no more than a handful of hospitals have elected coverage under 
State unemployment compensation laws. 

It is true that a few profitmaking enterprises may produce as little unemploy- 
ment as hospitals do, and that such enterprises are accorded reduced contribution 
rates rather than being wholly exempt from the unemployment tax. But the 
two situations are not parallel. The same rationale that has led to the exemption 
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of nonprofit hospitals from so many Federal, State, and local taxes, it seems 
to us, requires that they not be taxed to relieve unemployment caused by others, 

The argument that nonprofit hospitals should be subject to this tax because it 
is levied for a special purpose, rather than for general support of government, 
I confess I am unable to follow. Nonprofit hospitals do not ordinarily pay school 
taxes, and we see no reason they should pay unemployment taxes. 


EFFECT ON HOSPITALS AND HOSPITAL PATIENTS 


The private nonprofit hospitals of the country employed the equivalent of 
711,000 full-time persons in 1957, with an aggregate payroll of $1.9 billion, ex- 
clusive of student nurses, interns, and residents. If we assume that 80 percent 
of this payroll would be covered by the Federal unemployment tax, which 
with the present $3,000 tax base I am sure is a conservative estimate, the agre- 
gate contributions from these hospitals would be something over $45 million 
in the first year of coverage and nearly as much the second year, and thereafter, 
as experience rating came into play, would begin to taper off. The period 
during which the initial 3 percent rate would apply would vary from State to 
State, but would apparently range from 3 to 4 years in about half the States. 
The variations in State laws and in the condition of State unemployment 
funds, as well as the likelihood of changes in State laws, make any forecast of 
the ultimate burden on hospitals largely guesswork. We are told that a 1 per- 
cent State contribution is perhaps a reasonable estimate of the present nation- 
wide average of the lowest effective rates, and to this would be added the 0.3 
percent Federal tax. On the basis of 1957 payroll, these figures would mean 
a continuing levy of some $20 million a year. I will not take your time for 
discussion of the financial problems of our nonprofit hospitals. Let me say 
merely that these problems are serious both for the hospitals and for the 
public. The widespread concern about rising hospital costs has been evidenced 
in many ways—most conspicuously, in recent hearings in many parts of the 
country on rate increases to Blue Cross subscribers. Nonprofit hospitals would 
have no choice but to pass the burden of the proposed tax on to those who pay 
the hospital bills; namely, to paying patients, to subscribers to Blue Cross and 
other forms of prepayment, and to government to the extent that government 
finances hospital care of the indigent and other groups. 

Taking payroll as two-thirds of total operating cost, which is about the na- 
tional average, and still assuming that 80 percent of the payroll would be 
covered, the increase in cost would average about 1.6 percent at the outset, or 
438 cents per patient day in short-term hospitals on the basis of 1957 payrolls. 
As reduced rates became effective, these added costs would be lessened a good 
deal for some hospitals and lessened somewhat for most of them, but for some 
would continue undiminished. If I were to guess at a nationwide average 
figure, the ultimate cost might be on the order of 20 cents a patient day. 

Hospital wage rates, by and large, are not yet as high as the prevailing com- 
munity rates for similar work. Hospital administrators and trustees are acutely 
conscious, I can assure you of the need to improve their wage scales, and have 
in fact been improving them rapidly. Thus, wages which averaged $1,330 in 
1946 for a 48-hour week had reached $2,873 by 1957 for less than a 42-hour 
week—an increase of 116 percent in pay, and a decrease of about 13 percent in 
hours. Imposition of the proposed tax on hospital wages could not fail to 
slow down the further increase in wages, and to postpone the day when hos- 
pitals may hope to close the gap between their rates of pay and those prevailing 
in their communities. 

The questions for this committee, as we see it, are whether the risk of in- 
voluntary unemployment of hospital employees is sufficient to justify the added 
burden on hospital patients; whether from the standpoint of hospital em- 
ployees themselves the sums involved, if and when they become available to the 
hospitals, would not better be devoted to increasing the still inadequate wages; 
and whether there is reason enough to depart, in this instance, from the general 
policy of exempting nonprofit hospitals from taxation. 


HOSPITALS PRODUCE ALMOST NO UNEMPLOYMENT 


Let me turn now to our reasons for believing that the risk of involuntary 
unemployment of hospital employees is very slight. "There are no statistical 
data available, but on what I think is the principal aspect of the question, I 
can speak with conviction if not with statistical precision. © 
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Unquestionably there is a high rate of turnover among some groups of hos- 
pital employees, though for other groups this is far from being the case. Where 
turnover is high it may suggest, but it certainly does not prove, unemployment 
of kinds which would be compensable if hospitals were covered by State laws. 
Hospitals lose many of their lower paid employees not because they lay them 
off, but because these employees naturally are looking for jobs with better 

Ly. 
thet is almost no seasonal or other periodic variation in levels of hospital 
employment, such as make for layoffs in so many industries. It is true that 
occupancy rates vary from time to time, but a hospital cannot reduce its staff 
because occupancy falls off for a few days or a few weeks. By adjustment of 
holiday and vacation periods, administrators can readily achieve such little 
flexibility as the demands upon hospitals permit in the level of their staffing. 
If any longer range trend toward lower utilization were to develop in a particular 
hospital, the effect on employment would be so gradual as to be well within 
normal turnover. 

If you were to ask a group of hospital administrators about involuntary un- 
employment arising out of their day-to-day and month-to-month operations, 
they would answer you almost to a man that no such thing exists, and for all 
practical purposes I am convinced that this is true. When these hearings were 
announced we put this and some related questions to the presidents and 
secretaries of State hospital associations and metropolitan hospital councils. 
As of April 8 we had received replies from 15 State associations scattered 
across the country, and (eliminating possible duplications) from 9 metropolitan 
councils and a score of individual hospitals. 

To our question about seasonal or other periodic variations in staff leading 
to involuntary unemployment, all the replies but three were unqualified nega- 
tives—that is, that no fluctuation in staffing occurs sufficient to provide layoffs. 
The exceptions indicated, not variation in level of staffing, but so constant a 
level as to require some temporary employment of substitutes, primarily during 
the summer vacation season. To these infrequent exceptions there should be 
added those occasional separations which, though not involuntary as most people 
apply that term, might nevertheless be compensable under the laws of some 
States—for example, resignations for good cause in States that recognize causes 
personal to the employee. Adding all such instances together, I am sure they 
are statistically insignificant. Hospital employment rose in each and every year 
from 1946 through 1957, the latest year for which we have figures, increasing by 
81 percent in that period. The number of employees per 100 patients in non- 
profit hospitals has risen in an 8-year period from 156 to 207. In view of the 
volume of hospital employment and its constant upward trend, and the year- 
round stability of hospital staffs, it remains true that for all practical purposes 
no involuntary unemployment is generated in the normal operation of nonprofit 
hospitals. 

There are, of course, occasional abnormal occurrences in hospitals as there 
are in other undertakings. We inquired about possible unemployment result- 
ing from merger of hospitals, closing of an institution or part of it for re- 
modeling, contracting out of some service such as the laundry, and similar 
events which, infrequent though they are, might lead to layoffs when they do 
occur. Here again, the instances of involuntary separation that we have turned 
up can almost be counted on the fingers of one hand. In the District of Columbia 
three hosiptals were merged without any layoff, but contracting out of dietary 
service led to about 20 dismissals by the contractor. In Georgia a hospital was 
closed in a town that had acquired a new and larger one, with negligible 
dismissals of personnel. Putting together all such cases that we have learned 
of, I should think it very unlikely that as many as 100 persons have been 
discharged in these 15 States in the last 5 or 6 years. 

Hospitals are very little subject to so-called technological unemployment. 
Bookkeeping and accounting machines may occasionally replace a few employees 
in the accounting department, but the numbers are so few that the personnel 
can be absorbed elsewhere in the organization. We see no prospect of mechaniza- 
tion of major hospital services, and our experience is that new developments in 
medical technique almost invariably increase rather than decrease our personnel 
requirements—as witness, the steadily rising ratio of employees to patients. 

Finally, we have to think about what might happen in a major depression. 
We have been able to find no statistical data on hospital employment and unem- 
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ployment in the early 1930’s. The American Hospital Association stated in 1935 
that “unemployment has not been a serious factor in hospital problems (bulletin 
AHA, February 1935, p. 2), and persuaded this committee to delete nonprofit 
hospitals from the unemployment tax title of the original social security bill 
(Id., March 1935, p. 28). Replies to our questionnaire have thrown little light 
on unemployment in that period, but tend to indicate some reduction in hours 
of work rather than any extensive dismissals. Since 1935 conditions have 
changed in a number of respects, and with a single exception involving less than 
50 employees, the recessions of postwar years have caused no layoffs that we 
have been able to learn of, even in the areas that were hardest hit. Thus, the 
executive director of the Detroit Hospital Council writes us: 

“We have had, and are having substantial economic recession in this area 
but I do not believe it has caused any involuntary separation of nonprofit 
hospital employees. Hospitals have been able to tighten their belts primarily 
by taking advantage of normal turnover and merely not hiring replacements.” 

Replies from other recession areas, such as Rhode Island and West Virginia, are 
to the same effect. 

One reason for the lessened impact of recession on hospital employment is that 
the spread of prepayment plans has provided a financial cushion that did not 
exist in the 1930’s, which has proved that it can absorb moderately heavy eco- 
nomic shocks. We can only speculate what might happen in a serious and pro- 
longed depression, or what governmental aid might be forthcoming, but hospital 
service has become so essential that I would venture the guess that no wholesale 
curtailment of it would be permitted to take place, and that even at the worst, 
hospital employment would not be much affected. 

To sum up: So far as concerns the normal day-to-day operation of nonprofit 
hospitals, we are convinced that the risk of involuntary unemployment is neg- 
ligible. Such remoter risks as do exist we cannot believe are great enough to 
warrant adding $45 million, or even half that amount, to our annual hospital bill. 
And we do not believe that nonprofit hospitals, which are exempt from most 
taxes, should be required to contribute to the relief of unemployment produced 
by others. 


PUBLIC HOSPITALS STILL EXEMPT 


One other point I will make very briefly. State and local governmental hos- 
pitals are, of course, exempt from the Federal unemployment tax, and to the best 
of our knowledge they are almost invariably excluded from State compensation 
laws. Such exceptions as exist are apparently State institutions, probably mental 
and tuberculosis hospitals in the main. 

In the case of short-term general hospitals, public and nonprofit institutions 
perform substantially the same function. All reasons of policy that argue against 
coverage of public hospitals, it seems to us, are applicable to the private insti- 
tutions as well, and the discrimination that would result from the present proposal 
seems to us unjustified. Generaly in tax matters, as well as in other programs 
such as the Hospital Survey and Construction Act, the Congress has been at 
pains to treat the two groups of institutions alike. We respectfully submit that 
it should continue to do so. 

For these reasons, gentlemen, we would urge against the inclusion of private 
nonprofit hospitals in the Federal Unemployment Tax Act. 


Dr. Groner. Then, in order to conserve your time, we will just 
move to the first page of this statement and read the summary which 
I think covers in essence what is contained in the complete testimony. 

The American Hospital Association urges against amendment of 
the Federal Unemployment Tax Act to include private nonprofit 
hospitals. 

ese hospitals produce virtually no involuntary unemployment 
either seasonal, technological, or from economic recession. For the 
same reasons that nonprofit hospitals are exempt from general taxa- 
ee a ‘should not be taxed to relieve unemployment produced 
others. 

" Tashiott of these hospitals in the tax would cost more than $45 
million a year at the outset. After 3 or 4 years the cost would ap- 
parently stabilize at a level of at least $20 million. These amounts 
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would have to be passed on to hospital Rotients who are already 
complaining about Thigh hospital costs. Hospital wages have been 
rising but are still inadequate, and hospitals need to put every dollar 
they can into increased 

Inclusion of nonprofit hospitals would discriminate against them 
and in favor of State, county, and municipal hospitals which will 
continue to be exempt. We feel there is no need because, for all 
practical purposes, there is no involuntary unemployment. 

In 1935, in the depths of the depression, this committee investigated 
this and took the position that it would not bring in nonprofit. hos- 

itals. 
‘ The Cuatrman. Dr. Groner, we thank you for presenting to us 
the views of the American Hospital Association. 

Mr. Curtis will inquire. 

Mr. Curtis. Do you know, Doctor, who contends or does anyone 
contend that there has been unemployment in our hospitals? 

Dr. Groner. So far as I know, no one has contended that the un- 
employment problem exists. But it is if we are included in this bill. 

I agree with your statement—I have never heard anyone make that 
contention. I wonder if the authors of the bill have some basis for 
assuming there was a problem here. I do not have any knowledge 
of what they might have been thinking of. 

The bill reads “nonprofit organizations,” and, as nonprofit organi- 
zations, we assume that we would be included. 

Our problem, Congressman Curtis, is just the opposite. We are 
looking for employees. 

Mr. Curtis. I thought that was the case. 

The Cuatrman. The other day when the representative of the De- 
partment of Labor was here, Dr. Groner, he said that we would ex- 
tend coverage to about 1,300,000 additional people if we made unem- 
ployment compensation available to employees of nonprofit organiza- 
tions, which, of course, would include hospitals but might not reflect 
in this figure any actual unemployment in these nonprofit hospitals. 
We will check into this. If you have some further figures that 
you could give us, that. would reflect generally over a period of time 
the employment record of nonprofit hospitals, it might be helpful to 
the committee to include it at this point in the record. 

Dr. Groner. If we can develop those res, we will. Our figures 
on all hospitals show that even during the last periods of the economic 
recession honpitats have continued to add more and more employees. 

(The following letter was subsequently filed with the committee :) 

AMERICAN HOospPiTaL ASSOCIATION, 
WASHINGTON SERVICE BUREAU, 
Washington, D.C., April 14, 1959. 
Hon. D. MILLs, 


Chairman, House Ways and Means Committee, House Office Building, Wash- 
ington, D.C. 

Deak CHAIRMAN Muts: At the time of Dr. Frank Groner’s testimony before 
your committee on April 10 on unemployment compensation, he promised to sub- 
mit for the record a statement of the total personnel and total payroll of private 
nonprofit hospitals for the last 10 years. 
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For short-term nonprofit hospitals the figures are as follows: 


Personnel 


(in thou- Payroll (in 
Year sands—full- millions) 
time equiva- 


lent) 


The 1957 figures given by Dr. Groner in his statement (711,000 employees 
and total payroll of $1.9 billion) included long-term as well as short-term 
hospitals. We do not have at hand comparable figures for the earlier years. 

Dr. Groner’s statement referred to a questionnaire we had sent to State 
hospital associations and metropolitan hospital councils, and summarized the 
answers received up to April 8. 

We have now received replies from the State associations of Connecticut, 
Florida, Georgia, Idaho, Illinois, Louisiana, Minnesota, Mississippi, Nebraska, 
New Hampshire, New Mexico, Rhode Island, South Carolina, Texas, Utah 
Vermont, and Washington; from metropolitan or regional hospital councils 
of Baltimore, central New York State, Chicago, Cincinnati, Detroit, Kansas 
City, and Nassau-Suffolk (New York); and from more than 30 individual 
hospitals in Michigan (outside Detroit), Montana, and West Virginia. These 
reports reinforce the conclusion expressed by Dr. Groner, that any instances 
of involuntary unemployment resulting from nonprofit hospital operations are 
so few as to be statistically insignificant. 

I should like to thank you again for your courtesy to Dr. Groner and me, 
and for the opportunity to present the views of the American Hospital Associa- 
tion. I should appreciate it if you would have this letter included in the 
record of your hearings. 

Sincerely yours, 
KENNETH WILLIAMSON, 
Associate Director, American Hospital Association. 


The CuatrMan. Whose employment is not affected by ordinary 
dips and rises in the economy like many other institutions would be 
affected, of course. 

Dr. GRoNER. No, sir. 

The Carman. Because prosperity and lack of prosperity do not 
determine how many patients you have in a given year at the Baptist 
Hospital of Memphis. I know that. 

Dr. Groner. That is correct. 

Mr. Curtis. Mr. Chairman. 

Do you happen to have the figures of about how many employees 
there are of nonprofit hospitals? 

Dr. Groner. Yes. 

In our testimony on page 3, about the fifth line from the top. There 
is the figure 711,000. 

Mr. Curris. That is the reason I wanted that figure. That would 
be the bulk of that 1.3 million figure that was given to us. 

The Cuarrman. No. The 1.3 might be made up this way: I do 
not know frankly. We will know before we get through, but we 
have not developed that information yet. I do not know just from 
wee of these nonprofit organizations they get most of this 1.3 
million. 
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Mr. Wriuu1amson. I might say Mr. Newell Brown, the Under Secre- 
tary, ina cng a couple of weeks ago, did refer to nonprofit hospitals 
as part of the total figure, the 1.3 he was speaking of. 
he CuarrMan. I know he included it, but we did not get that 

breakdown, as I recall. 

Thank you again, Dr. Groner and Mr. Williamson, for coming to the 
committee. We appreciate having you. 
(The following letters were received by the committee :) 


AMERICAN NURSES’ ASSOCIATION, INC., 
New York, N.Y., April 17, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
Houses of Representatives, Washington, D.C. 

Deak Mr. Mitts: The American Nurses’ Association, national membership 
association of registered professional nurses, has taken a position in support 
of the principle of compulsory unemployment insurance coverage for all nurses. 
The State nurses associations are being encouraged in their efforts to support 
State legislation to provide compulsory coverage for all nurses within the States. 
Therefore, the American Nurses’ Association wishes to record its wholehearted 
support of the proposal currently before your committee to include nonprofit 
organizations under the Federal Unemployment Tax Act. 

Extension of coverage to nonprofit organizations will add 1.3 million workers 
to those now protected against loss of income and purchasing power resulting 
from involuntary unemployment. Nearly a million of these workers, including 
almost 200,000 professional registered nurses, are employed by nonprofit hospitals 
and community health agencies. 

We firmly believe that the philosophy and purposes of the Federal Unemploy- 
ment Tax Act are particularly applicable to nonprofit hospitals. It is well 
known that salaries in the hospital field are low compared to the areas of employ- 
ment now covered. It logically follows that hospital employees are in greater 
than ordinary need for protection, since these workers are less able to make 
financial provision against involuntary unemployment. We refer you to the 
Bureau of Labor Statistics report on “Salaries and Supplementary Benefits in 
Private Hospitals, 1956-57,” which is attached. 

Many independent observers interpret this, and similar exemptions, as almost 
fostering by Government an attitude that hospital management has less respon- 
sibility, generally, as an employer than do covered employers. The consequence 
of the attitude-forming exemptions, we feel strongly, is reflected in the disloca- 
tions in hospital employer-employee relations now so prominently featured in 
the news, and which threatens the interests of employers, employees, and the 
public. Establishment of an institution for the purpose of doing mercy does not 
exempt them from the obligation also to do justice. 

The American Nurses’ Association believes that the act promotes stabilization 
of employment, a goal to be encouraged in nonprofit hospitals. Our most recent 
figures show that in 1954, turnover as measured’ by the ratio of terminations to 
average employment was 42.2 percent in full-time professional nursing positions 
in non-Federal general hospitals. 

Employees of State, county, and municipal hospitals, not now covered by 
unemployment insurance, are protected in employment security by merit plans, 
tenure, and appeal from arbitrary discharge. For employees of nonprofit hos- 
pitals, in most cases, no such safeguards exist. Therefore, the comparison of 
the two types of institutions cannot be compared in discussing the extension 
of unemployment insurance to include nonprofit institutions. We note in this 
respect, however, that there is growing sentiment to include public employees 
under the act. 

We believe that hospitals cannot be encouraged in archaic, social philosophies 
and business methods wherein labor costs have a lesser priority than other costs 
of operation. The application of measures designed to stabilize employment will 
act to further reduce the minimal costs involved in unemployment insurance 
for employees of nonprofit hospitals. 

We request that this letter be placed in the record of the hearings just com- 
pleted on proposals for amending the Federal unemployment insurance tax. 

Yours truly, 
Mrs. JupirH G. WHITAKER, R.N., 
Executive Secretary. 
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HOUSE OF REPRESENTATIVES, 
Washington, D.C., April 13, 1959. 
Hon. WILBUR MIILs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D.C. 


Deak Mr. CHAIRMAN: Enclosed is a copy of a letter from one of my good 
constituents. 

I would certainly appreciate your making this letter part of the record in the 
current hearings being held on this subject. 

In addition, would you send me a copy of the hearings when available which 
I might forward to my constituent. 

Sincerely yours, 
Rosert H. Micue., Member of Congress. 


I am writing to you in regard to an amendment to the unemployment compen- 
sation insurance law soon to be considered by the House Ways and Means 
Committee, which would eliminate the exemption from provisions of the act 
that apply to nonprofit organizations, including hospitals. The amendment, as 
you know, would require a 3-percent tax on the first $3,000 a year of wages 
for all hospital employees. This amendment would cause substantial hardship 
on the hospital economy and increase hospital costs unnecessarily. The reasons 
that I am opposed to the amendment are as follows: 

1. The hospital employee does not need such protection, for as in industry, 
hospitals do not have substantial layoffs. The people hospitals discharge are dis- 
charged for a reason, and consequently, would not be covered by unemployment 
compensation. 

2. Such an amendment would increase, substantially, hospital costs without 
giving any real fringe benefits to our employees. 

Therefore, I am opposed to this amendment because of the above two reasons. 
I trust that you will give consideration to the above reasoning when you consider 
this amendment. 

Very sincerely, 
Rev. JoHN WEISHAR, 
Director, Catholic Hospital Office, Diocese of Peoria. 


MINNESOTA HOSPITAL ASSOCIATION, INC., 
Minneapolis, Minn., March $1, 1959. 
Mr. KENNETH WILLIAMSON, 
American Hospital Association, 
Washington Service Bureau, 
Washington, D.C. 


Deak Mr. WILLIAMSON: Recently our State legislature had a bill before the 
house and senate committees which would have put nonprofit hospitals under 
unemployment compensation. Because we knew that such a bill would cost 
hospital patients money, we felt we should investigate the need for such legis- 
lation. Therefore, we sent out a questionnaire to our hospitals asking the 
following questions: 

1. Total payroll for the year 1958. 

2. Total number of full-time (full-time equivalent employees). 

3. How many employees were laid off for lack of work in the year 1958? 

4. Will you contact your representatives and senators? 

Ninety-two hospitals answered this questionnaire. The payroll of these 92 
hospitals was $52,500,000 and the questionnaire covered 16,000 employees. This 
questionnaire indicated that 86 hospitals had not laid off a single employee 
for lack of work. Three State hospitals laid off 13 employees, but on further 
questioning regarding the reason, they stated these employees were canceled 
out of employment for inability to meet work standards and not for lack of 
work. Three nonprofit hospitais laid off six employees, but again when ques- 
tioned admitted that lack of work was not the reason for discharge, but ac- 
tually these employees had been laid off because they were substandard people 
and that during the same period, the hospitals had been employing other per- 
sonnel. Therefore, our questionnaire indicated that the hospitals in Minnesota 
had never laid off employees for lack of work and comments from many of them 
were that most hospitals were short of personnel. 
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In Minnesota, it was estimated that if hospitals were put under unemploy- 
ment insurance, it would cost patients in these hospitals approximately $5 
million in the next 2 years to pay the unemployment insurance premiums. 


We submitted this report and the questionnaires to our State legislature and 
the bills were defeated. We sincerely believe that the labor picture is similar 
throughout the United States and the people working in hospitals are almost 
never laid off because of lack of work. 

We respectfully submit this information and ask that you oppose any effort to 


put nonprofit hospitals under unemployment compensation. 
Sincerely, 
GLEN TAYLOR. 
The Cuarrman. Our next and final witness for today is Mr. Frank 
M. Cruger. 
Mr. Cruger, will you identify your self for the record, sir, by giving 
your name and address and the capacity in which you appear ? 


STATEMENT OF FRANK M. CRUGER, VICE PRESIDENT, NATIONAL 
SMALL BUSINESSMEN’S ASSOCIATION 


Mr. Crucer. Mr. Chairman, my name is Frank M. Cruger. I ama 
partner in the Indiana Manufacturers Supply Co. of ome 8 
Ind. I am appearing today on behalf of the National Small Busi- 
nessmen’s Association, and I am vice president of that association. 

We appreciate the opportunity to appear before this distinguished 
committee and to present our views on the proposals before your 
committee relating to unemployment compensation. 

Mr. Chairman, we are convinced that further federalization of un- 
employment compensation is very much against the national interest. 
And there is no question that the impact on small business would be 
another serious burden. 

The primary and impelling reason for opposing another extension 
of the Federal program is that this whole area would become more 
susceptible to the political pressures of those organized groups which 
apparently are intent on socializing the country. 

en Congress passed the basic unemployment compensation law 
in 1935 the fundamental purpose was to give temporary and limited 
assistance to those who were involuntarily out of work for a brief 
| eebp of time. But these programs were accepted for what they are, 
tate or local problems, and Congress has hitherto deemed it advisable 
to leave control, operation, and administration of the unemployment 
compensation programs to the States and their political subdivisions. 
It was regarded that each State, as a responsible body politic, was able 
to adjust its own program to fit its changing economic conditions. 
The States could also base any new legislation on past experience and 
could experiment with the various kinds of improvements consistent 
with the financial soundness of the program. 

Over the years all States have progressively improved not only the 
amounts but also benefit duration. Many States have established 
study commissions for the purpose of improving both the duration and 
extension of benefits. The bill before this committee would substitute 
the judgment of the Congress for the judgment of each State legisla- 
ture in the determination of policy in thisarea. These proposals would 
also tend to ignore the validity of experience ratings. We believe 
that these ratings have provided an incentive to stabilize employment 
during the past 15 years or so. 
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At four different times in the past 16 years congressional commit- 
tees have given careful study to proposals to extend benefit duration 
and amounts. Each time the Congress rejected the idea of inter- 
fering with State programs, in the belief that unemployment com- 
pensation should remain a State responsibility. We believe that most 


State legislatures in the past two decades have done a good job of 


adjusting State programs to fit the changing conditions while main- 
taining the soundness of their program. 

The Federal Unemployment Tax Act, which became effective at the 
start of 1936, covered employers who had 8 or more employees in each 
of any 20 weeks of a tax year. The purpose of this legislation was to 
induce the States to enact their own unemployment compensation 
laws. There were several unsuccessful attempts during the Roose- 
velt and Truman administrations to extend coverage of FUTA to the 
smallest employers as proposed by bills now before this committee. 
In 1954 a Department of Labor proposal to extend coverage to em- 
ployers having one or more employees was considered by the Congress. 

The Labor Department spokesman alleged that the problem of 
administration was the sole reason for limiting coverage in the 
original act to employers having eight or more employees. Since 
some 29 States had extended coverage to employers having less than 
eight employees, the Department argued that the extension of cover- 
age to one or more employees was feasible and that there was no longer 
any sound reason why FUTA should not be likewise extended. This 
was to induce all States to so revise their unemployment compensation 
laws in order to assure equality of treatment of all employees. 

Though administrative considerations did have some bearing on the 
fixing of original coverage at eight or more employees, they were by 
no means the sole and controlling consideration. Title III of the 
Social Security Act and the accompanying FUTA were designed to 
establish a general Federal framework within which State laws, 
adapted to the particular needs and circumstances of each State, 
might be fitted. This was fully recognized in the report of your 
committee accompanying H.R. 9709 (1954), which did extend cover- 
age of FUTA to employers having four or more employees. 

Historically, unemployment insurance has been primarily a State program. 
H.R. 9709 continues this basic pattern. While the problem of unemployment 
must always be one of national concern, geographic variations both in economic 
conditions and in employment practices make it essential that actual imple- 
mentation of an unemployment-insurance system be carried out by State action. 

This report by your committee also took exception to the Labor 
Department’s proposition that since it was demonstrably possible to 
extend coverage to one or more, there was no longer reason for any 
numerical restrictions on coverage of the Federal tax. Quoting again 
from the committee report: 

Your committee is satisfied that administrative difficulty is no longer a sub- 
stantial obstacle to extending coverage to small firms. On the other hand, your 
committee believes that the further coverage is extended into this area, the fur- 
ther the Federal Government is moving into an area where differences in State 
and local conditions become a significant factor. There is a twilight zone where 
needed flexibility can only be maintained through State action. It may be ap- 


propriate that unemployment protection be extended into this fringe area, but 
your committee believes that such extension should be left to State determination 
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in the light of local variations in employment patterns. Your committee does not 
believe that this problem exists to any appreciable extent with respect to the 
extension of coverage to employers of four or more. 

The above passage makes clear the intent to retain a so-called fringe 
area of coverage in which the States might act in their discretion. 

Furthermore, the States have acted in this area. There are 19 
States which now provide coverage of the smallest employers, that is 
with one or more workers, and four others which cover employers 
with two or three workers. The recent addition of New York to this 
group has increased coverage of small firms by 25 percent so that on 
a nationwide basis over 50 percent of covered workers are in States 
which cover employers smaller than those covered by FUTA. 

Within a few months following enactment of H.R. 9709 in 1954 
the Department of Labor ignored the clear pronouncement of your 
committee that it was desirable to maintain a coverage area in which 
States might act in their own discretion. The Department asked its 
Federal Advisory Council whether it should renew the attempt to 
extend coverage to the smallest employing units. A majority of the 
council recommended that the Department should pursue its original 
objective. 

Apart from the desirability of maintaining some State discretion in 
the field of coverage, there are weighty considerations why the Fed- 
eral Government should not extend coverage of the Federal act to 
the smallest employing units. The factor of cost is a matter of con- 
siderable importance although the Labor Department apparently 


considered the matter of cost as being inconsequential, since they 
stated : 


If unemployment insurance is really a good thing for two-thirds of the workers 
of this country, is it not just that much better a thing for as many more as you 
can possibly cover administratively? 

But for those who might want to consider costs the following is 
pertinent. At the time of congressional consideration of H.R. 9709 
in 1954 there were 587,000 employers under FUTA. The Department 
of Labor’s proposal to extend coverage to the smallest employing 
units would have extended FUTA coverage to 2.3 million employers. 

In 1954 there were 1.5 million employers covered under State unem- 
ployment compensation laws. This number was 900,000 greater than 
the number covered under FUTA because 29 States had extended 
coverage to less than the 8 or more limit in FUTA. The extension 
of coverage then proposed would have added 1.4 million employers 
to State unemployment compensation tax rolls, thus doubling the 
number of covered employers. 

This extension of coverage to the smallest employing units would 
have brought 3.4 million employees under State its Sasentaalh com- 
pensation laws. Thus 2.3 million of the smallest employers—four 
times the number of employers already under FUTA—would have 
been added to the Federal tax roll in order to induce the States to 
extend their laws to cover 3.4 million employees. The Department 
of Labor, in its argument for extension of coverage of State laws by 
Federal action, has at no time brought out the impact in terms of 


the number of additional employers of the extension of coverage of 
FUTA. 
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In 1954 there were 34.4 million employees under State unemploy- 
ment compensation acts. The proposed addition of 3.4 million was 
10 percent of this number. 

hus, according to the 1954 proposal, employer coverage under 
FUTA would have been quadrupled, employer coverage under State 
laws would have been doubled in order to achieve a 10-percent increase 
in employee coverage. 

We strongly oppose the preposts before your committee to extend 
coverage of the ederal Unemployment Tax Act to every employer 
who hires a person for a single hour or more in a taxable year. 

There are presently 1 million employers covered under the Federal 
Tax Act. The Karsten bill, H.R. 3547, and the companion Senate bill, 
S. 791, by Senator Kenned , would bring another 1.8 million small 
employers under the act. This would more than double the existing 
numbers. 

The objectives of these bills are to set minimum standards and coerce 
the States to make a similar extension of coverage under their unem- 
ployment compensation laws. If the States make similar provisions, 
some 1.9 million employees would be brought within State laws. 

Coverage of these smallest employing units, as proposed by H.R. 
3547 and S. 791, would subject an estimated additional $6 billion of 
ide to the 0.3 percent Federal tax. This would produce $18 mil- 
ion of additional Federal revenue in contrast with the present yield 
of $333 million, most of which is used in meeting present administra- 
tion costs. 

The small businessman already overwhelmed by the multiplicity of 

vernmental reports and regulations would find these additional taxes 

ighly burdensome. It seems doubtful that a proposal to extend the 
Federal law to 1.8 million more employers to cover only slightly more 
than an equal number of employees is consistent with the expressed 
concern for the lot of the small businessman and the various efforts 
of Congress to make his lot easier. 

The incongruity of this action may be further pointed up. Based 
on a recent 5-year period, 1953-57, 13.9 percent of the employees cov- 
ered under State laws have received some benefits in an average year. 
Thus, of the 1.9 million additional employees for whom coverage is 
proposed, only 264,000 employees would. receive benefits in an average 

ear. On this basis the proposal is to place 1.8 million employers under 

UTA in order to pay benefits to 264,000 additional employees. 

Again basing the estimate upon data for the same 5 years, these new 
claimants would receive about $84 million in benefit payments in an 
average year. But during these 5 years there was an average annual 
benefit disbursement of $1.75 billion to employees already covered. 
con the $84 million would increase the total benefits paid by less than 

percent. 

The tax burden on the small employers, both Federal and State, will 
at the outset be approximately 150 percent more than the benefits re- 
ceived by the 264,000 employee beneficiaries. 

Let us refer to the New York State experience with respect to ex- 
tension of coverage and see how it relates to small business. 

According to the New York State Division sf Employment, their 
experience showed the following: 
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Prior to January 1, 1956, the New York law covered employers of 
four or more on 15 days. The active file was about 180,000 employers 
and the turnover was 25,000 in and 25,000 out per year. 

On January 1, 1956, coverage was extended to employers of three or 
more on any day. At the end of 1956 employer registration was about 
230,000, an increase of 50,000, and employer turnover was 40,000 in 
and 40,000 out per year. 

On January 1, 1957, coverage was extended to employers of two or 
more on any day. The present active file is 292,000, an increase of 
62,000. Employer turnover is estimated at 75,000 in and 75,000 out per 

ear. 
' Let us consider some of these tigures in terms of Federal cost under 
the proposed extension of coverage. 

In 1953, prior to the inclusion of four or more employees, the cost 
of collecting the Federal tax was $1.6 million. 

On June 30, 1958, after the inclusion of the additional 400,000 
employers under the 1954 amendments, the Treasury charged $3.6 
million for collecting the Federal tax. Thus, it cost $2 million to 
cover 400,000 employers at a cost of $5 per employer. 

Under the proposals before this committee, which would bring in 
1.8 million employers, it would cost at least $9 million, or half of the 
$18 million expected to be collected. The cost would be further in- 
creased by the high turnover as indicated by the New York experi- 
ence, 

With 1.8 million employers expected to come in under the act and 
with an indicated 50-percent-turnover, or 900,000 employers, it could 
require two-thirds of the expected revenue to collect the tax. 

in closing I would like to mention one additional point. The pro- 
posals before the committee would, first, provide payments of weekly 
unemployment compensation benelits to workers of not less than 50 
percent of their weekly wage, up to a maximum of two-thirds of the 
State average wage; second, establish a uniform benefit period of 39 
weeks for all eligible unemployed workers. 

Among employees of small business are many older persons, youn 
people, housewives, and other short-term and seasonal employees with 
no special or particular skills. Many of these, because of short work- 
ing experience, seek part-time jobs, perhaps while children are in 
school or in the evening. i of these people who are only occasion- 
ally attached to the labor market would receive under proposed legis- 
lation payments which they really have no right to expect. 

Mr. Chairman, we have a deep conviction that extension of Federal 
control in this area would place another serious burden on the small 
businessman and, in our opinion, would be against the national 
interest 

Thank you. 

The CHarrman. Mr. Cruger, in my own State, by action of the 
State legislature, employers of one or more have been covered for 
some time. It may be that there is some dissatisfaction on the part 
of these employers with that arrangement, but I do not recall ever 
having had a conversation with any businessman in our State who 
employs less than four, which the States have to do, but under our 
State law affected by it, who has expressed any dissatisfaction what- 
soever with being covered or any feeling that there is any reason why 
he should not be covered. 
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There may be people who feel that way, but they just have not told 

me. I feel certain that with as many days of the year and hours of 
each day that I spend trying to find out what there is wrong about 
circumstances, at least in the opinion of those whom I represent, 
somewhere along the line some one of these fellows would have told 
me that the State legislature had made a mistake. I have never yet 
had one of them complain. 
- Mr. Crucer. I certainly do no want to disagree with you, Mr. 
Chairman, and I am not doing so, but we are in the process of taking 
a poll of national small business right now and some of the early 
returns are in which show 80 percent opposed to the federalization 
of this program. ts 

The Cuarrman. I am not talking about that. I am not talking 
about that at all. I am talking about the fact that our State legis- 
lature reduced from four to one the numbers of employees that would 
subject the employer to the payroll tax for unemployment compen- 
sation. The State legislature did that of its own accord. I did not 
hear any protest at the time. 

I haven’t heard any protest yet from these people that were cov- 
ered with one employee. Maybe they did protest, but they have not 
told me anything about it. What I am trying to point out is that 
I spend enough time during the year trying to find out if they have 
anything to gripe about that I think if they had any real interest in 
this matter, they would have let me know that in their opinion the 
legislature had made a mistake. But ours is one of the States that 
is down to one or more. 

Mr. Crucer. Our State of Indiana is four, as you know, Mr. Chair- 
man. But we do run into opposition among small-business people 
who have just one or two employees who figure this is an additional 
burden of bookkeeping and who do not have provisions for handlin 
a great many of these collection items. I know you are acquain 
with these details. 

The Cuarrman. But they are covered for social security purposes 
and are entitled to it. 

Mr. Crucer. Yes, sir. 

The CHamman. Perhaps they do in my State have some feeling 
against it but they have never indicated it to me. 

Mr. Mason. In this poll that you talk about that is now in the 
process of being taken, how was the question put? Was it put that 
‘We object to the Federal Government lowering the four to one,” 
or something like that? If a State legislature does it it is different. 
I am wondering what the question was. 

Mr. Crucer. Yes, sir. e question, Mr. Mason, to be voted for or 
against was: “Federal minimum standard for State unemployment 
benefits.” These ballots here are the first group in. These run 5 
to1. Eighty percent of these people say they are against it. 

Mr. Mason. But that is Federal standards, not State standards. 

Mr. Crucer. It says “Federal minimum standards for State un- 
employment benefits.” 

Mr. Curtis. “Yes or no”? 

Mr. Crucer. “Yes or no,” that is correct. And 80 percent of the 
early returns here are against. 

The Cuarrman. That does not bear on the question that you and 
I were discussing. 
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Mr. Crucer. That is right, sir. 

The Cuairman. Mr. Curtis. 

Mr. Curtis. First, I would like to comment that I got a new slant 
on this hearing of the number of employees when I was talking to 
some of our labor leaders in the St. Louis area, where they said from 
one limited standpoint they thought maybe they would not like to 
see it done, because then the pressures at the State level in holding 
down other increases in standards, or rates, payments, in liberaliza- 
tion of the program, the pressures to hold down became that much 
greater because you got all those small employers in the opposition 

roup. 

4 I expect that if you did include employers of one or more, prob- 
ably your pressures at the State level against a raise in benefits would 
become even greater. I think maybe that is something that the 
leaders of labor who have been promoting this idea might bear in 
mind. 

But first let me say this: I appreciate Mr. Cruger the data that you 
have presented to us and I shiek it is very interesting and very help- 
ful to this committee. On page 7 I want to be sure what this figure 
refers to. You have talked about based on a recent 5-year period 
1953-57, 13.9 percent of the employees covered under State laws have 
received some benefits in the average year. 

Does that refer to employers of four or less, or what group is that? 

Mr. Crucer. That probably is based on four or more. I think it is 
an average. 

Mr. Curtis. Here is what I have been trying to find out, unsuccess- 
fully to date. 

And, Mr. Chairman, I hope before we are done that the Department 
of Labor or someone else will tell us whether there are any figures 
available that would show us what the recent experience of unemploy- 
ment among employers of four or less has been in recent years. 

Does your group happen to have any figures at all that would bear 
on this so we could know what problem we are dealing with? Has 
there been in this recent recession, for example, an unusually high 
incidence of unemployment among employers of four or less, or what 
is the story? Do you know? 

Mr. Crucer. Mr. Curtis, I would rather guess that it depends a 
whole lot on the areas. If you were in Michigan certainly it was 
true that the giant industries were the ones who had to terminate the 
employment of a great many people. But it might also be true that 
the smaller businesses in Michigan held on to their people in view of 
their experience rating. That is why, if I may depart from your 
question, we strongly believe that the experience rating should be 
kept, that it is an absolute must. 

fr. Curtis. I was going to come to the first question, that you did 
have any statistics, you have made no studies on it of how m=ch un- 
employment there was among the groups that we are talking about, 
of employers of four or less. As far as you know, there are no 
statistics available that can be submitted. 

Mr. Crucer. I do not believe we have any in our association, Mr. 
Curtis. It might be that the Small Business Administration is doing 
something on that. 

Mr. Curris. If you can supply the information for the record, I 
would appreciate it, because I think we want to know what there is in 
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that area. It rather shocks me in a sense that we come in here and 
even about this, when to date no one, either the proponents or any one 
else, has even told us what the picture is in this area. Maybe unem- 
loyment in the group of employers of four or less has been unusually 
igh. I have a feeling that it probably is quite a bit less and prob- 
ably somewhat like the hospital association has testified here. I would 
not be a bit surprised if we are talking about something that is not a 
ney serious problem, because most employers of no more than three 
ple have a very close relationship with their employees. It is just 
uman nature. There are a lot of intangible what we call fringe 
benefits that go along with that relationship. 

I do notice that you comment on the type of employee that em- 
ployers of three or less seem to have. You state old people, young 
people, housewives, and other short-time and seasonal employees of no 
particular skills. 

Of course, some of that would be limited as far as their getting any 
benefits if they did not have the base. 

One other question that might help—— 

Mr. Mason. Will you yield? 

Mr. Crucer. Yes; I will yield. 

Mr. Mason. As I recall it, a member of the Department when asked 
that particular question, said that he had no figures but the under- 
tahding and the feeling was that the unemployment in the four or 
less would be about the same as the average unemployment in the 
larger areas. 

Mr. Crucer. Yes; I asked them that and that is what they said. 

Mr. Mason. They did not say they had any figures so it means 
nothing. 

Mr. Curtis. Apparently they had not. 

We have some States that we ought to be getting some figures from. 
One thing is, how about the experience ratings of businesses of three 
or less? That would throw some light on this. Is that higher or 
lower or about the same as the average of business; do you know? 

Mr. Crucer. I think that is a very good question, Mr. Curtis, and, 
frankly, I am not prepared to answer it. In Indiana—TI can speak 
only for Indiana because it is the only place I do business. 

Mr. Curtis. Of course, you would not have the figures because they 
are not covered. 

Mr. Crucer. No, but in four or more. 

Mr. Curtis. But in the case of four or more you might show a trend 
as to whether the number of employees shows any meaningful curve. 

Does it, do you know ¢ 

Mr. Crucer. I do not know, sir. I cannot answer that, but if our 
office here can work up some figures we will have them delivered to 
you. I rather imagine they can. 

Mr. Curtis. I wish you would, because I think we need to know 
something about this before we proceed too much further in this area. 

The CuarrmMan. Are there any further questions ? 

(No response. ) 

The Cuairman. If not, Mr. Cruger, we thank you, sir, for bringing 
to us the views of the National Smal] Businessmen’s Association, 

That concludes the calendar for today. Without objection, the com- 


mittee adjourns until 10 a.m. Monday. 
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(The following material was received by the committee :) 


NATIONAL RETAIL FURNITURE ASSOCIATION, 
Washington, D.C., April 16, 1959. 


Hon. D. MILLs, 
Chairman, Committee on Ways and Means, House of Representatives, Washing- 
ton, D.C. “ 

DEAR REPRESENTATIVE MILLS: The purpose of this letter is to let you know 
that the National Retail Furniture Association fully supports the position of the 
American Retail Federation which was presented to you by Mr. Rowland Jones, 
Jr., president, on April 9, 1959, opposing Federal standards for State unemploy- 
ment insurance laws. 

The National Retail Furniture Association, founded in 1921, comprises mainly 
family owned businesses operating more than 8,000 retail home furnishings 
stores throughout the Nation. Members of the association do approximately 
85 percent of the home furnishings business done through such outlets. Depart- 
ment stores, mail order houses, and contract houses also do a substantial amount 
of home furnishings business. 

We believe that the new proposals would work a great hardship on retail furni- 
ture dealers, particularly if the effect of the legislation is to curtail or eliminate 
the merit ratings. 

We visualize the effect would be to boost the retailers’ tax up to 3 percent and, 
in effect, end the experience rating. 

It would cause the loss of the low unemployment tax rates which retail furni- 
ture dealers now enjoy because they stabilize their employment. 

The net result would be an additional cost to these employers of hundreds of 
thousands of dollars. 

It is the opinion of the National Retail Furniture Association that unemploy- 
ment compensation legislation is a matter which primarily should be left to the 
States. The individual States should have maximum latitude in the solution of 
unemployment problems peculiar to their locality. 

We respectfully request that the position of the National Retail Furniture As- 
sociation as set out in this letter be made part of the record of the hearings on 
this legislation. 

Yours sincerely, 
Derek Brooks, 
Manager, Washington Office. 


STATEMENT OF WALDEN P. Hosss, ON BEHALF OF THE NATIONAL RETAIL MER- 
CHANTS ASSOCIATION REGARDING PENDING FEDERAL UNEMPLOYMENT INSURANCE 
COMPENSATION BILLs 

INTRODUCTION 


My name is Walden P. Hobbs. I am vice president of the Consolidated 
Dry Goods Co., Springfield, Mass., and chairman of the social security com- 
mittee of the National Retail Merchants Association with offices at 100 West 
31st Street, New York 1, N.Y. 

The National Retail Merchants Association has a membership of over 10,700 
department and specialty stores, large and small, located in every State in the 
Union and in 30 countries abroad. Our members provide employment for several 
hundred thousand of our citizens and do an annual volume of business in excess 
of $18 billion. 

STATEMENT OF PRINCIPLE 


This association wishes to make clear at the outset that it has in the past 
and reiterates its support for the principle of unemployment insurance to pro- 


vide a means of security for the wage earner who, through no fault of his own, 
is unable to find work. 


UNEMPLOYMENT INSURANCE: A HISTORY IN BRIEF 


During the great depression of the 1930's the Congress took steps to alleviate 


the plight of millions of men and women who were unable to find gainful em- 
ployment. Congress, therefore, in 1935 enacted the Unemployment Compensa- 


tion Act to provide unemployment insurance for a large proportion of the 
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industrial and labor force. Subsequent amendments to the act broadened cover- 
age so that today the vast majority of all employed individuals have some from 
of unemployment insurance. 

It is significant that after a careful study preparatory to the enactment of 
the initial aet, Congress rejected a single Federal system of unemployment 
insurance and determined that the interests of the unemployed and the Nation 
as a whole could best be served by administering the unemployment compensa- 
tion program- through the several States. Through the medium of a tax-offset 
device, Congress encouraged the States to establish their own system con- 
forming to a few broad Federal standards. Within 2 years, the 49 States, 
Hawaii and the District of Columbia had enacted State unemployment insurance 
laws adopted to fit the economies and special conditions of their respective 
States. 


H.R. 3547: A COMPLETE REVISION OF THE BASIO CONCEPT IN UNEMPLOYMENT 
INSURANCE 


Although there are a score of bills that will command the attention of this 
committee during these hearings, H.R. 3547 is by far the most significant. 

H.R. 3547 would effect a complete metamorphosis in the existing Federal-State 
unemployment security program. For all practical purposes the authority of 
the various States to shape their individual programs to conform to its par- 
ticular needs would be scrapped in favor of so-called Federal benefit standards. 
These so-called standards would set a floor on the amount of benefits each 
State must pay its claimants, as well as the length of time for paying such 
benefits and the standards of eligiblity to be followed. Under the formula 
proposed under H.R. 3547 the States would be required to establish a maximum 
weekly benefit amount which would be at least two-thirds of the State average 
wage for covered workers. Each State formula would also be required to pro- 
vide benefits equal to at least 50 percent of a claimant’s wage up to the max- 
imum amount. Moreover, the States would have to provide benefits for at 
least 39 weeks. It is estimated that the enactment of H.R. 3547 would give 
benefit entitlements which are two to three times as much as the present benefits 
paid. 

Here is what H.R. 3547 would mean in terms of benefits for the following 
States selected at random: 


Present law H.R. 3547 


THE STATE UNEMPLOYMENT INSURANCE PROGRAM : HAS IT DONE THE JOB? 


The advocates of Federal standards contend that the States have failed com- 
pletely to discharge their duties to provide adequate benefits; ergo, the Federal 
Government must interview and do the job. The facts fail completely to support 
this contention as evidenced by the following: 

(1) In 1939, the average benefit was $10.66 or 40 percent of spendable wage 
(less 1 percent social security tax; no Federal income tax). In 1958, the average 
benefit was $30.50 or 44 percent of spendable income (after Federal income and 
social security taxes). The ratio, therefore, of benefits to wages in two decades 
has more than kept pace. 

(2) Benefits have kept up with the cost of living. Average benefits in 1958 
bought 40 percent more in goods and services than they did in 1940. 

(3) Maximum entitlements have gone ahead by leaps and bounds. In 19387 
the typical figure was $240; today it ranges between $780 and $910, an increase 
of over 200 percent. 

(4) The States have been most sensitive to the needs of the times. In 1957, 
for example, 23 States stepped up benefits; in 1958, 8 more States effected 
increases. This year, many more States have acted to increase benefits. 

The conclusion is inescapable that the States have done the job envisaged by 
Congress when the program was implemented in 1935. 
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FEDERAL STANDARDS : WHAT ABOUT THE FINANCING? 


Under H.R. 3547 the individual experience rating of employers which per- 
mitted them a reduced tax rate as a result of stability of employment would, 
for all practical purposes be cast aside in favor of a flat or uniform rate of 
contribution for all employers. This proposal flies in the face of a historical as 
well as equitable method of financing and unemployment insurance program by 
attributing a larger share of the financial burden to those employers who created 
a greater share of unemployment. Conversely, employers who maintained stable 
work forces would be encouraged through the medium of lower tax rates. The 
elimination of merit rating can only have as its result the elimination of any 
basic interest on the part of employers to stabilize his employment and interest 
himself in the sound administration of the unemployment compensation program. 
Thus, unemployment compensation would be relegated, as far as employers are 
concerned, to the same status as old-age benefits which are financed by a flat 
rate. 

It is readily apparent that the present scale of unemployment insurance tax 
rate, even if uniformly applied at a 2.7-percent rate cannot finance this ambitious 
program over any length of time. Here, of course, H.R. 3547 would provide for 
Federal grants to the States to make up any deficit. 

No increased Federal taxes are provided under H.R. 3547 so we may assume 
that the grants would be provided out of general Federal funds. It is estimated 
that if H.R. 3547 were in effect during 1958 an additional $3 billion out of the 
Federal Treasury would be needed. Must we undertake such fiscal irresponsi- 
bility during these critical times when our Federal budget is already imbalanced 
by demands for defense needs and other essential programs? 


SUMMARY 


1. The Federal unemployment insurance program has been administered by the 
States since its inception in 1935. It has demonstrated that the individual States 
are conscious of the needs of its unemployed citizens. 

2. Unemployment insurance benefits have kept pace with the times. They 
reflect the steady rise in the cost of living over two decades and actually are 
higher in proportion to real wages today than 20 years ago. 

3. The merit rating principle is an equitable method of apportioning the finan- 
cial burden of unemployment insurance. It should be retained. 

4. The Nation cannot at this time undertake the staggering financial cost 
inherent in H.R. 3547. The cost, if applicable during 1958, would have been over 
$3 billion. We cannot afford this type of fiscal irresponsibility at this time. 

I wish to express my gratitude and appreciation to the committee for giving 
me the opportunity to present these views. 


WALDEN P. Hosss, 
Vice President, Consolidated Dry Goods Co., Springfield, Mass., and Chair- 
man, Social Security Committee, National Retail Merchants Association. 


STATEMENT OF NATIONAL RerarL LUMBER DEALERS ASSOCIATION ON UNEMPLOY- 
MENT COMPENSATION 


Mr. Chairman and members of the committee, my name is John H. Else and I 
am legislative counsel for the National Retail Lumber Dealers Association. 

The members of this association are vigorously opposed to legislation which 
would impose Federal standards on State unemployment compensation programs. 

The present insurance systems have aided thousands of unemployed workers 
and communities experiencing unemployment and have stood the test of time. 

Perhaps they are not perfect but this is no reason to scrap the system and 
substitute a system which would create more problems than it would solve. 

The problem of unemployment varies in each locality and State and what 
would be an adequate system for one area would not be for another. 

The principle that the employer’s tax should be related to the degree of un- 
employment experienced by his workers is sound. It requires a sound relation- 
ship between the benefits and wages and period of employment. 

To adopt the proposal to federalize the unemployment insurance system would 
be to wipe out the system of insurance and replace it with a Federal dole placing 
a premium on unemployment which would only encourage people to refrain from 
seeking employment. 
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There are those who contend that a Federal law ean overcome the many 
differences in the economy in different areas of the country. No Federal law 
ean change the geographic and economic differences existing in different States 
and areas of the Nation. 

Proposals to increase maximum benefits and the duration of payments per- 
mitting a claimant to draw compensation for 89 weeks when he has only worked 
about one-half of that period is unrealistic and would, in many instances, bank- 
rupt many States’ unemployment reserve funds, making these States dependent 
upon Federal funds. 

One fact the proponents of this legislation disregard is that many of the un- 
employed are seasonal or casual workers. Of course, these persons exhaust 
their benefits periodically. 

To many employers, an increase in the cost of unemployment compensation 
would cause such employers to reduce their work force on a permanent basis. 
These employers are now carrying heavy burdens and can ill afford additional 
ones. 

Most unemployment compensation programs are designed to relieve temporary 
unemployment. 

To impose Federal standards on these programs would penalize those em- 
ployers having a good employment record to benefit States and areas who have, 
for one reason or another, overextended themselves and exhausted the funds for 
this purpose. 

We urge this committee to reject the unsound proposals in the Karsten bill, 
H.R. 3547, to impose Federal standards on unemployment compensation pro- 
grams now operating in the several States. 

The administration of the programs and the determination of the amount and 
duration of benefits should be left to the States. 

If any action on unemployment is to be taken by the Congress at this time, 
the Johnson proposal to create an Unemployment Study Commission would 
seem to be the most appropriate action. 


NATIONAL LUMBER MANUFACTURERS ASSOCIATION, 
" Washington, D.C., April 16, 1959. 
Hon. Wiizur D. 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. Mitts: The National Lumber Manufacturers Association, a federa- 
tion of regional, species, and products associations representing the lumber and 
wood products industries located in all parts of the United States, strongly urges 
that your committee reject pending proposals to change the present unemploy- 
ment compensation system. 

The proposed adoption of “minimum Federal standards” for unemployment 
compensation systems can in no way solve unemployment problems. A Federal 
standard of benefits cannot serve as a substitute to an individual who wants a 
bona fide job. A Federal standard cannot serve as a substitute for bona fide 
new jobs that are necessary to keep our ever-increasing populace employed. Only 
the actual creation and filling of new jobs by willing investors and workers can 
satisfy these needs. This is elementary. But, so much ill-founded information 
has been broadcast, premised on the thought that “minimum Federal standards” 
are an “open sesame” for unemployment ills, that we fear Congress might be 
induced to adopt Federal standards, hoping in some way they will solve a sit- 
uation that has roots far removed from unemployment compensation standards. 

Present unemployment compensation programs are sufficiently flexible to meet 
the problems with which such systems were designed to cope. Each State through 
its elected representatives is free to adjust its tax, its benefits, and its eligibility 
requirements in the fashion best suited for its own peculiar situation. 

At the same time, commensurate with the control the State exercises, it also 
has the responsibility for maintaining the program on a sound basis. Proposals 
before your committee would erase this control by establishing minimum Federal 
standards, and would erase the responsibility of the State for maintaining a 
sound program by providing so-called Federal grants. Such grants would permit 
States to maintain fantastic benefit programs, without any real measure of re- 
sponsibility for providing a sound basis of operation—and such irresponsibility 
would be encouraged by specific provision for appeals to the Federal Government 
for a handout when the inevitable end of the rope is reached. 
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Adoption of such a proposal providing minimum standards would ultimately 
lead to the imposition of Federal maximum standards, creating a most un- 
wieldy, inefficient system, operated by the National Government. This would 
spell the end of flexible, soundly operated unemployment compensation systems 
which are doing the job they were designed to do—that of providing reasonable 
benefits to persons who are laid off for lack of work. 

The fact that our association is a federation composed of autonomous asso- 
ciations evidences our sincere belief in the principle involved in your present 
deliberations with respect to unemployment compensation legislation. Em- 
ployment problems vary from State to State, much like our industry’s problems 
as between regions, species, or products. We believe that each State is best 
qualified to meet its own special problems, just as we believe that each of our 
member associations is best qualified to meet its local or peculiar problems— 
and that each State, like each association, should bear the measure of re- 
sponsibility and control necessary to meet its local problems in the manner its 
citizens or members choose. 

On behalf of lumber and wood products manufacturers from every part of 
the United States, we earnestly ask that you reject any and all proposals that 
inject the Federal Government further into present unemployment compensa- 
tion programs, and that you permit these programs to continue to function as 
they so successfully have functioned in the past. 

If appropriate, may we ask that this letter be inserted in the record of the 
present hearings. 

Yours very truly, 
A. Z. NELSON, 
Director, Industry—Government Affairs Division. 


STOKELY-VAN CAmpP, INC., 
Indianapolis, Ind., April 23, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DeaR Mr. Mii1s: I wish to express my views with respect to the Karsten 
measure (H.R. 3547) relative to the field of unemployment compensation iosur- 
ance, and respectfully request that this letter be made a part of the official 
record of the hearings. 

While the proposed formula for benefits is wholly unrealistic—in 5 of the 10 
leading industrial States the maximum entitlement required by this measure 
would exceed the per capta income in the State, and in all but 4 States, the 
proposed benefit entitlement would exceed the wages required to earn the entitle- 
ment—this, in my opinion, is one of its lesser evils. Its greatest danger lies in 
the encroachment by the Federal Government into an area that can best be 
administered by the individual States. 

My years of experience in the food industry with its high percentage of 
seasonal workers, have made me acutely aware of the problems this type of 
worker presents. Most of these workers are not actually a part of the labor 
market as they are only interested in working short periods of time. Some are 
housewives, some are students, and many are ‘farmworkers who only want a 
few weeks’ canning factory employment before returning to harvest their crops. 
The food industry, with its highly concentrated periods of operation, fits per- 
fectly into their plans. 

Many of the States, recognizing this problem, have enacted legislation which 
aids in separating, for unemployment compensation purposes, this type of worker 
from the worker who desires full-time work. 

The provision in this bill which calls for 39 weeks flat duration would not 
only do away with this needed type of legislation, but would result in a premium 
being offered the worker who desires only short-time work and discrimination 
against the full-time worker. Since unemployment compensation was conceived 
with the full-time worker in mind, I am certain that you do not wish to enact 
legislation which makes short-term employment more desirable. 

Obviously if a seasonal worker can obtain 9 months of unemployment compen- 
sation benefits for 4 or 5 weeks of earned income, there would be no incentive 
for him to secure full-time employment. 

I shall not belabor a group as well informed on the subject as your committee 
with the very basic, fundamental purposes and aims of unemployment compen- 
sation benefits, except to reemphasize the very general proposition that such 
laws are designed to relieve and assist a worker during a temporary period when 
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he is unemployed through no fault of his own and during which time he must 
make a sincere effort to find employment. 

I believe that I am expressing the unqualified sentiments of the average busi- 
nessman when I say that a law meeting this basic need is not only desirable, but 
necessary. However, with equal sincerity I feel that any law which goes beyond 
fulfilling this basic need is not only unnecessary, but is dangerous. I submit 
that the provisions of this pending legislation, aside from the greater danger 
of encroachment by the Federal Government into fields which should be reserved 
by the individual States, go far beyond the basic philosophy of unemployment 
benefits. 

It would be detrimental to employers and the great masses of conscientious 
working people alike. After all, every dollar that is unnecessarily paid out of 
an employer’s earnings is a dollar that cannot be used to expand operations and 
thereby employ more people, or otherwise improve their working conditions. 

' By the same token, the structure of most State laws is such that it is to an 
employer’s best interest to insure at all times possible constant levels of em- 
ployment. You must not take away from an employer this incentive. 

Gentlemen, these observations are not mere speculation or guesswork, but are 
based on many years of association with an industry which is nationwide in its 
scope and employs several thousand persons. I submit that this legislation is 
unnecessary, unwanted, and generally fails in its intended purpose, and more- 
over, it contravenes the basic principles which have made the United States a 
world leader in almost every field of endeavor. 

Very truly yours, 
Atrrep J. STOKELY, 
Executive Vice President. 


LAFAYETTE DENTAL LABORATORY, 
Lafayette, Ind., April 22, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Sm: I am writing concerning the Karsten bill, H.R. 3547. I would 
like to place my vote with you to oppose this legislation. 

This is another attempt to federalize one more function of the State, taking 
away more of our States rights. 

The Karsten bill makes it even more favorable to sit on compensation by 
raising the payments too high. It would also allow a person to draw com- 
)» pensation even if he voluntarily quit his job. In the 1957 legislature Indiana 
improved its unemployment compensation law by prohibiting persons just quit- 
ting their jobs from drawing benefits, until they established wage credits by 
going back to work. This was a real achievement for Indiana. It was fair to 
both employer and employee. The employee who was laid off through no fault 
of his own was taken care of, but the job-quitting chiseler who did not want 
to work could no longer draw benefits. 

Your support in opposing this bill would be appreciated as passage would 
be another step toward socialization in our country, and would also destroy 
the incentive to work. 

Very truly yours, 
Bup Epstrrom. 

I am sending this in triplicate. Kindly make it a part of record of the hear- 
ings concerning this bill. 


(Whereupon, at 1:25 pa. the committee was recessed, to reconvene 
at 10 a.m. Monday, April 13, 1959.) 
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MONDAY, APRIL 13, 1959 


House or REPRESEN'TATIVES, 
Commirrer on Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to recess, in the Ways and 
Means Committee room, New House Office Building, Washington, 
D.C., Hon. Wilbur D. Mills (chairman) presiding. 

The Cuatrman. The committee will please be in order. 

Our first witness this morning is our colleague from Minnesota, the 
Honorable Joseph E. Karth. 

Mr. Karth, will you please come forward to the witness table? 

We appreciate Live you with the committee this morning, Mr. 
Karth, and you are recognized. 


STATEMENT OF REPRESENTATIVE JOSEPH E. KARTH, OF 
MINNESOTA 


Mr. Karru. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to make a statement to the Committee on 
Ways and Means on the crucial subject of unemployment compen- 
sation. 

Before coming to Congress I had the privilege of serving in the 
Minnesota House of Representatives for four terms—the last two — 
terms as chairman of the labor committee. 

It was my experience in the legislature which convinced me that if 
we are to save the unemployment compensation system as an effec- 
tive social and economic program to help jobless workers and their 
families, and the country, that some substantial changes will have to 
be made in the basic law. 

In my opinion, the lofty purpose of providing a substantially ade- 
quate level of interim income for unemployed persons has, over the 
years, been degraded by the nitpicking of employers groups. As the 
result of countless Be Pent amendments and petty manipulations, 
thousands of Minnesota jobless workers have been disqualified from 
receiving benefits or have tad those benefits reduced. 

Too often, I submit, for a purely nominal dollar amount increase in 


benefits, new “fishhooks” have been placed in Minnesota’s unemploy- 
ment-compensation laws. 

In 1939 when the Minnesota average weekly wage was around $25, 
the weekly benefit maximum was $15. If we presently maintained 
the same relationship, the maximum weekly benefit would be close to 
$50 instead of $38. 
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Thirty-eight dollars is about 47 percent of the average Minnesota 
worker’s weekly wage. This maximum is not necessarily bad in com- 
parison, but with no high quarter formula, only 40 percent of the un- 
employed drew maximum, and the average was $29.27; minimum is 
$12, a high minimum of $12 a week, which, although it appears to be 
quite satisfactory, has for its purpose just the opposite effect, in my 
opinion. 

wv high minimum of $12, of course, cuts off from unemployment 
compensation a great many people who would otherwise qualify for 


some LO of unemployment compensation benefits if we in Minnesota 


did not have this high minimum. 

Minnesota’s record in regard to adequacy of benefits until last year 
was, I am ashamed to say, pretty sorry. . 1953, 46 jurisdictions of 
51 had better records, and in 1957, the last complete year, there were 
40. 

This year in the Minnesota Legislature, a bill known as the Root 
bill passed the senate committee. It would eliminate another 12 per- 
cent of claimants and reduce benefits by 5.6 percent overall. 

If the committee would be desirous of me introducing in evidence 
the contents of the Root bill, I would be very happy to do that at a 
later date. 

The CHarrman. Would it be possible for you to obtain it and place 
it at this point in the record, Mr. Karth? 

Mr. Karru. Yes, sir; I can give you an analysis of the bill at this 
point and you can have it AIEA in the record. 

The CHatrman. Without objection, will you include an analysis 
of it for us? 

Mr. Karrn. Yes, sir; Mr. Chairman. Thank you. 

(Information referred to follows :) 


[S.F. No. 244] 


A BILL For an act relating to employment security: Amending Minnesota Statutes, 1957, 
» gection 268.04, subdivision 25; section 268.06, subdivisions 5 and 8, section 268.07, sub- 
division 2, section 268.08, subdivisions 2 and 8, and adding a new subdivision 4; and 
amending section 268.09, subdivision 1, and repealing section 268.07, subdivision 3, and 
section 268.09, subdivision 2 : 

Be it enacted by the Legislature of the State of Minnesota: 

Section 1. Minnesota Statutes 1957, Section 268.04, Subdivision 25, is amended 
to read: 

“Secrion 268.04. Subdivision 25. “Wages” means all remuneration for serv- 
ices, including commissions and bonuses and the cash value of all remuneration 
in any medium other than cash, except that such term shall not include— 

“(1) For the purpose of determining contributions payable under section 
268.06, subdivision 2, clause (2), that part of the remuneration which, after 
remuneration equal to [$3000] $3600 has been paid to an individual by an em- 
ployer with respect to employment in this state or any other state during any 
ealendar year subsequent to December 31, 1944, is paid to such individual by 
such employer with respect to employment during such calendar year; provided, 
that if the definition of the term “wages” as contained in the Federal Unem- 
ployment Tax Act is amended to include remuneration in excess of [$3000] 
$3600 paid to an individual by an employer under the Federal act during any 
ealendar year, wages for the purposes of sections 268.03 to 268.24 shall include 
remuneration paid in a calendar year to an individual by an employer suiject 
thereto or his predecessor with respect to employment during any calendar year 
up to an amount equal to the dollar limitation specified in the Federal Unem- 
ployment Tax Act. For the purposes of this clause, the term “employment” 
shall include service constituting employment under any employment security 

law of another state or of the Federal government ; 
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“(2) The amount of any payment made to, or on behalf of, an employee under 
a plan or system established by an employer which makes provision for his 
employees generally or for a class or classes of his employees (including any 
amount paid by an employer for insurance or annuities, or into a fund, to pro- 
vide for any such payment), on account of (a) retirement or (b) sickness or 
accident disability, or (c) medical and hospitalization expenses in connection 
with sickness or accident disability, or (d) death, provided the employee (i) 
has not the option to receive, instead of provision for such death benefit, any 
part of such payment, or if such death benefit is insured, any part of the premium 
(or contributions to premiums) paid by his employer and (ii) has not the right, 
under the provisions of the plan or system or policy of insurance providing for 
such death benefit, to assign such benefit or to receive a cash consideration in 
lieu of such benefit either upon his withdrawal from the plan or system provid- 
ing for such benefit or upon termination of such plan or system cr policy of in- 
surance or of his employment with such employer ; 

“(3) The payment by an employer (without deduction from the remuneration 
of the employee) (a) of the tax imposed upon an employee under section [1400] 
$101 of the Pederal Internal Revenue Code, or (b) of any payment required from 
an employee under a state unemployment compensation law ; 

“(4) Any payments made to a former employee during the period of active 
military service in the armed forces of the United States by such employer, 
whether legally required or not.” 

SecTION 2. Minnesota Statutes 1957, Section 268,06, Subdivision 5, is amended 
to read: 

“Section 268,06. Subdivision 5. Noriricatrons.—(1) Benefits paid to an in- 
dividual pursuant to a valid claim filed subsequent to June 30, 1941, shall be 
charged against the account of his employer as and when paid[.]. [except that 
benefits paid to an individual who during his base period earned wages for part- 
time employment with an employer who continues to give the employee part-time 
employment substantially equal to the part-time employment previously fur- 
nished such employee by such employer or any benefits paid to an individual sub- 
sequent to his serving a period of disqualification for refusal to accept re- 
employment from his base period employer shall not be charged to such employ- 
er’s account.] The amount of benefits so chargeable against each base period 
employer’s account shall bear the same ratio to the total benefits paid to an 
individual as the base period wage credits of the individual earned from such 
employer bear to the total amount of base period wage credits of the individual 
earned from all his base period employers. 

“[(2) When, however, the base period earnings of an individual to whom 
benefits are paid are less than the minimum qualifying earnings for a valid claim 
from any given employer, then the proportional benefits which would ordinarily 
be charged to such employer shall not be charged to him, except that this pro- 
vision shall not apply if the commissioner finds that the employment practices 
of an employer result in his separation of employees for whom work is available 
solely for the purpose of evading charges to his account. 

“{In making computations under this provision, the amount of wage credits if 
not a multiple of $1.00, shall be computed to the nearest multiple of $1.00.]}” 

Section 3. Minnesota Statutes 1957, Section 268.06, Subdivision 8, -is amended 
to read: 

“Section 268.06. Subdivision 8. ApsUSTMENTS.—For the year 1949 and for 
each calendar year thereafter the commissioner shall determine the contribution 
rate of each employer on the basis of the relationship of his experience ratio to 
the contribution rates in accordance with the following schedule of rate cate- 
gories. When the total amount of money in the account of this State in the 
unemployment trust fund amounts to $50,000,000 or less at the close of business 
on June 30 of the calendar year preceding the rate year, then the rates in col- 
umn (A) shall apply. When the amount of money in the account of t®’: State 
in the unemployment trust fund amounts to more than $50,000,000 but less than 
$100,000,000 at the close of business on June 30 of the calendar year precding 
the rate year, then the rates in column (B) shall apply. When the amount of 
money in the account of this State in the unemployment trust fund amounts to 
$100,000,000 or more at the close of business on June 30 of the calendar year 
preceding the rate year, then the rates in column (C) shall apply. 
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Employers’ experience ratio 


Contribution rates (percentage of wages) 


Category 
From To 

0. 00000 0. 00000 
. 00001 . 00099 

. 00100 . 00139 

. 00140 . 00179 

. 00180 00219 

00220 00259 

. 00260 . 00299 

. 00300 . 00339 

. 00340 . 00379 

. 00380 . 00419 
00420 00459 

. 00460 . 00499 

00500 . 00539 
1.00540 99. 
00540 . 00579 

. 00580 . 00619 

. 00620 00659 

. 00660 00699 

. 00700 . 00789 

. 00740 00779 

. 00780 . 00819 

. 00820 00859 

00860 00899 

. 00900 . 00939 
00940 99. 99999 


| 
| 
| 


(A) 


(B) 

0. 60 0.30 

.80 - 50 
1.00 .70 
1.20 . 90 
1.40 1.10 
1.60 1.30 
1.80 1.50 
2.00 1.70 
2.20 1.90 
2.40 2.10 
2.60 2.30 
2.80 2.50 
3.00 2.70 
3.00 2.70 
3.20 2.90 
3.40 3.10 
3.60 8.30 
3. 80 3.50 
4.00 3.7 
4. 20 3.90 
4. 40 4.10 
4.60 4. 30 
4. 80 4.50 
5.00 4.7 
5.20 4.90 


(C) 


0.10 


geese 


Section 4. Minnesota Statutes 1957, Section 268.07, Subdivision 2, is amended 


to read: 


“Section 268.07. Subdivision 2. Maxtmums.—(1) An individual's maximum 
amount of benefits payable during his benefit year and weekly benefit amount 
shall be the amounts appearing in columns B and C respectively in the table in 
this subdivision on the line on which in column A of such table there appear 
the total wage credits accruing in his base period for insured work. 


(A) 


Wage credits in base period 


(B) 


| Total maxi- 
imum amount 
| of benefits 

| payable dur- 
ing a benefit 


year 

$950 to $1,049.99 380. 00 
$1,059 to $1,149.99 380. 00 
$1,150 to $1,249.99 400. 00 
$1,250 to $1,349.99 441.00 
$1,350 to $1,449.99 462. 00 
$1,450 to $1,549.99 506. 00 
$1,550 to $1,649.99 528. 00 
$1,650 to $1,749.99. 575. 00 
$1,750 to $1,849.99 598. 00 
$1,850 to $1,949.99 621. 00 
$1,950 to $2,049.99 644. 00 
$2,050 to $2,149.99. 667.00 
$2,150 to $2,249.99 690. 00 
$2,250 to $2,349.99 744. 00 
$2,350 to $2,449.99 768. 00 
$2,450 to $2,549.99 792. 00 
$2,550 to $2,649.99. 816.00 
$2,650 to $2,749.99 875. 00 
$2,750 to $2,849.99 900. 00 
$2,850 to $2,999.99 962. 00 
$3,000 to $3,099.99 988. 00 
$3,100 to $3,299.99 1,014.00 


(C) 


Weekly 
benefit 
amount 


None 


24. 00 
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“(2) Bach eligible individual who is unemployed in any week shall be paid 
with respect to such week a benefit in an amount equal to his weekly benefit 
amount less that part of his earnings, payable to him with respect to such week 
which is in excess of $6. Such benefit, if not a multiple of $1, shall be com- 
puted to the next higher multiple of $1. 

“(3) No individual shall be eligible for unemployment benefits under sections 
268.03 to 268.24 unless he has earned wage credits equal to an amount of at 
least $400 in one calendar quarter of his base period and at least $120 in an- 
other calendar quarter of such base period [or (b)] and has earned a total of 
at least [$520] $900 in his base period. 

“(4) The provisions of this subdivision shall apply to claims for benefits 
which establish a benefit year subsequent to June 30, [1957] 1959.” 

Section 5. Minnesota Statutes 1957, Section 268.08, Subdivision 2, is amended 
to read: 

“Subdivision 2. WEEK OF UNEMPLOYMENT.—No week shall be counted as a 
week of unemployment for the purposes of this section : 

“(1) Unless it occurs subsequent to the filing of a valid claim for benefits; 

“[(2) Unless it occurs after benefits first could become payable to any individual 
under sections 268.03 to 268.24 ;] 

“[(3)] (2) With respect to which he is receiving, has received, or has filed a 
claim for unemployment compensation benefits under any other law of this state, or 
of any other state, or the federal government, including readjustment allowances 
under Title V, Servicemen’s Readjustment Act, 1944, but not including benefits 
under the Veterans’ Readjustment Assistance Act of 1952 or any other federal 
or state benefits which are merely supplementary to those provided for under 
sections 268.08 to 268.24; provided that if the appropriate agency of such other 
state or the federal government finally determines that he is not entitled to such 
benefits, this provision shall not apply.” 

Section 6. Minnesota Statutes 1957, Section 268.08, Subdivision 3, is amended 
to read: 

“Subdivision 3. Nor Etrerste.—An individual shall not be eligible to receive 
benefits for any week with respect to which he is receiving, has received, or 
has filed a claim for remuneration in an amount equal to or in excess of his 
weekly benefit amount in the form of— 

“(1) termination or dismissal payment or wages in lieu of notice whether 
legally required or not; or 

“(2) vacation allowance or holiday pay ; or 

“(3) compensation for loss of wages under the workmen’s compensation 
law of this state or any other state or under a similar law of the United 
States, or under other insurance or fund established and paid for by the 
employer ; or 

“(4) a primary insurance benefit under Title II of the Federal Social 
Security Act, as amended, or similar old age benefits under any act of Con- 
gress, or this state or any other state, or benefit payments from any fund, 
annuity, or insurance provided by or through the employer and to which 
the employer contributes 50% or more of the total of the entire premiums 
or contributions to the fund. 

“Provided, that if such remuneration is less than the benefits which would 
otherwise be due under sections 268.03 to 268.24, he shall be entitled to receive 
for such week, if otherwise eligible, benefits reduced by the amount of such 
remuneration; provided, further, that if the appropriate agency of such other 
state or the federal government finally determines that he is not entitled to such 
benefits this provision shall not apply. 

“For the purpose of this subdivision, a lump sum amount paid by an employer 
to an individual in the form of a severance, termination or dismissal payment, 
whether or not legally required, may be designated by the employer to have been 
paid as weekly payments for a given number of weeks equal to the lump sum 
prorated at the same rate of pay the employee was receiving at the time of the 
termination of his employment.” 

SecTION 7. Minnesota Statutes 1957, Section 268.08, is amended by adding a 
new Subdivision 4 to read: 

“Subdivision 4. An individual shall be deemed to be ineligible for benefits 

“(1) for the period beginning with the first day of the sixth month of her 
pregnancy and ending two weeks subsequent to the delivery of her child. 
This period of ineligibility shall be in addition to and not in lieu of any 
disqualification imposed under Section 268.09, Subdivision 1(2). 
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“For the purpose of this clause, such individual upon request of the 
commissioner shall furnish competent evidence to establish such dates. 

“(2) upon attaining an age when such individual is eligible to apply for 
primary insurance benejits under Title II of the Social Security Act, as 
amended, and thereafter until such individual so applies, receives and pre- 
sents to the commissioner an award or denial of primary insurance benefits 
under such ect, as amended. 

“For the purpose of this clause, such individual upon request of the commis- 
sioner shall furnish proof of his age.” 

SecTion 8. Minnesota Statutes 1057, Section 268.09, Subdivision 1, is amended 
to read: 

“Secrion 268.09. Subdivision 1. WHEN DisquALiriep. An individual shall be 
disqualified for benefits: 

“(1) If such individual voluntarily and without good cause attributable to 
the employer discontinued his employment with such employer [or was dis- 
charged for misconduct connected with his work or for misconduct which inter- 
feres with and adversely affects his employment,] if so found by the commis- 
sioner { for not less than three nor more than seven weeks of unemployment 
in addition to and following the waiting period.j = Such disqualification shall 
continue until such individaul has served five weeks of unemployment in addi- 
tion to and following the waiting period. 

“This provision shall not apply to any individual [who left his employment 
to accept work in an industry, occupation, or activity in accordance with War 
Manpower policies of the United States or to accept work offering substantially 
better conditions of work or substantially higher wages or both, or whose sep- 
aration from such employment was due to serious iliness of such individual] 

“(a) whose discontinuance of such employment was due to his own serious 
illness which required such discontinuance, provided competition evidence 
thereof is furnished to the commissioner. 

“(b) who discontinues such employment to accept work offering substan- 
tialiy better conditions of work or higher wages, or both, provided such 
individual continues in such work for a period of not less than 30 days. 

“(2) If such individual is separated from her employment because of preg- 
nancy or voluntarily discontinues her employment for the purpose of visiting 
or living with her husband, or assuming the duties of a housewife; provided 
that such disqualification shall be removed by subsequent employment in insured 
work for a period of not less than two weeks. 

(3) [Benefits paid to any individual whose separation occurs under any of 
the conditions of the foregoing clauses of this subdivision shall not be used as a 


,factor in determining the future contribution rate of the employer from whose 


employment such individual so separated.] Jf such individual is discharged by 
an employer for misconduct connected with his work or which interferes with 
and adversely affects his employment, if so found by the commissioner. Such 
disqualification shall continue until such individual has served six weeks of 
unemployment in addition to and following the waiting period. 

“(4) [If such individual’s unemployment was caused by separation from em- 
ployment pursuant to a rule of auy employer of such individual whereby any 
female in the employ of any such employer shall be dismissed within a period 
of 90 days after acquiring a marital status or after such marital status first 
becomes known to the employer all wage credits earned in such employment 
shall be cancelled, provided, however, that : 

‘f(a) Such rule shall have been in effect and posted continuously in a con- 
spicuous place in each establishment of the employer’s place of business not less 
than six months immediately preceding the data on which such marital status 
was acquired, and 

“E(b) Such individual’s wages are not the only support of herself or the 
main support of an immediate member of her family, 

“E(e) such employer may re-employ such individual for a period not exceed- 
ing 90 days in any one year without invalidating the marital rule or without 
affecting any previous disqualification because of such rule, provided that such 
wage credits earned in such re-employment shall not also be cancelled because 
of such marital rule; 

“F(d) During the present world war any employer may, by posting a notice in 
the same manner as provided in provision (a) of this clause, suspend the opera- 
tion of such marital rule for a period of the duration and not exceeding six 
months following the cessation of hostilities in such war at which time such 
rule may be reinstated and will then become effective on any individual who 
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has acquired a marital status during such period of suspension or was subject 
to dismissal under such rule at the time of suspension thereof. 

“{(e) All the provisions of this clause relating to disqualification for separa- 
tion due to a female’s acquiring a marital status shall be suspended and have no 
force or eifect for the period beginning July 1, 1945, and ending June 20, 1947.] 
If such individual is discharged by an employer for misconduct which involves 
assault and battery, the theft of money or property, or the malicious destruction 
of property, if so found by the commissioner. Such disqualification shall con- 
tinue until he has served seven weeks of unemployment in addition to and fol- 
lowing the waiting period and ali wage credits earned by such individuals from 
such employer shall not be available to such individual for benefit purposes sub- 
sequent to such discharge. 

“(5) If the commissioner finds that he has failed, without good cause, either 
to apply for or accept available, suitable work when so directed by the Lemploy- 
ment olfice of the commissioner or to accept suitabie work when offered him, [or 
to return to his customary self-employment (if any) when sv directed by the 
commissione: } Uy an employer, or to accept suitable reemployment offered him 
by a former employer in his base period. Such disqualification shail continue for 
the week in which such refusal or failure occurred and for a period of [three 
five weeks of unemployment immediately following such refusal or failure EJ, 
provided that if such individual refuses to accept suitable reemployment ojfered 
hin. by @ former employer in his base period, the waye credits carned from such 
employer in the base period shall not be available to such individual for benefit 
purposes subsequent to such refusal. 

“Kor the purpose of this clause, “good cause” for failure to apply for or accept 
suitable work shall mean (1) serious iliness of such individual which would 
prevent him from performing the duties of the suitable work or reempioyment 
ojfered, or (2) the fact that at the time such suitable work or reemployment 
was offered, such individual was employed by another employer in bona fide 
employment. 

“An individual shall be deemed to have failed to apply for or accept suitable 
work when so directed by the commissioner, or when offered reempioyment by 
a former base period employer, if in applying for such work he by word, action, 
dress, attitude, or qualifications of his availability, seeks to discourage the em- 
ployer from offering the available work or reemployment to him. 

“(a) In determining whether or not any work is suitable for an individual, 
the commissioner shall consider the degree of risk involved to his health, safety, 
and morals, his physical fitness and prior training, his experience, his length of 
unemployment and prospects of securing local work in his customary occupa- 
tion, and the distance of the available work from his residence. 

“(b) Notwithstanding any other provisions of sections 268.03 to 268.24, no 
work shall be deemed suitable, and benefits shall not be denied thereunder to 
any otherwise eligible individual for refusing to accept new work under any of 
the following conditions: 

“(1) If the position offered is vacant due directly to a strike, lockout, or 
other labor dispute ; 

“(2) If the wages, hours, or other conditions of the work offered are sub 
stantially less favorable to the individual than those prevailing for similar work 


in the locality ; 
S. F. No. 244 


Page7 

“(3) If as a condition of being employed the individual would be required to 
join a union or to resign from or refrain from joining any bona fide labor 
organization. 

“(6) If such individual has left or partially or totally lost his employment 
with an employer because of a strike or other labor dispute. Such disqualifiea- 
tion shall prevail for each week during which such strike or other labor dispute 
is in progress at the establishment in which he is or was employed, except Phat 
this disqualification shall not act to deny any individual the right to benefits 
based on employment subsequent to his separation because of a strike or other 
labor dispute. Lif such an individual has in writing notified the employer in- 
volved in such strike or other labor dispute of his resignation and acceptance of 
his resignation and acceptance of other bona fide employment and provided 

urther that such resignation is accepted by all parties to the strike or other 
lubor dispute so that such individual is no longer considered an employee of such 
employer.J] For the purpose of this section the term “labor dispute” shall have 
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the same definition as provided in the Minnesota Labor Relations Act. Nothing 
in this subsection shall be deemed to deny benefits to any employee who becomes 
unemployed because of a lockout or by dismissal during the period of negotia- 
tion in any labor dispute and prior to the commencement of a strike. 

“For the purpose of this clause, where two or more employers bargain col- 
lectively with one or more labor organizations, a strike prior to a lockout by 
any of such employers shall be deemed to be a@ strike against all of such 
employers. 

“(7) For the week with respect to which he knowingly and willfully fails to 
disclose any remuneration received by him for services performed, for the pur- 
pose of obtaining benefits or a greater amount of benefits than he otherwise 
would have been paid, and for such additional weeks during his benefit year 
as the commissioner may determine according to the circumstances in each case.” 

Section 9. RepeaLer.—Minnesota Statutes 1957, Sections 268.07, Subdivision 
3, and 268.09, Subdivision 2, are hereby repealed. 

Section 10. The provisions of Section 3 of this act shall become effective 
January 1, 1959. All other provisions of this act shall become effective June 
30, 1959. 

ANALYSIS OF THE Root (S.F. 244) 


FINANCING 


1. The Root bill would increase the maximum tax rate from 2.7 percent to 4.9 
percent under schedule B and from 3.0 percent to 5.2 percent under schedule A. 

(a) There are only eight States with a maximum tax in excess of 3.0 percent 
and only two at 4.0 percent, according to the 1958 U.S. Labor Department report. 

(b) The adoption of the Root bill would give Minnesota the highest maximum 
tax rate in the country. 

2. The Root bill attempts to “charge back” to an employer all claims for unem- 
ployment compensation, even voluntary quits. 

For example: 

(a) Assume an employer with 10 employees and an annual payroll of $36,000, 
at the minimum rate, had 1 employee quit and draw maximum benefits (26 


weeks at $40) : 
benefits paid __ $1, 040 4.9 percent 
taxable payrollsX3 years $36, =.00963 = tax rate 

If the employer did not “buy back,” his tax would be $36,0004.9 percent, or 
$1.656 as compared with a $108 tax at 0.3 percent, which would apply if volun- 
tary quits were not charged to the individual employer’s account, and he would 
have to pay this tax for 3 years. 

If the employer did “buy back,” then his total cost would be the cost of the 
benefits ($1,040) plus the 0.3-percent minimum rate ($108), or a total of $1,148. 

3. The “buy back” provisions will not be available to small employers as they 
are to large employers. 

(a) Small employers do not have a big enough payroll to predict the future 
on quits and layoffs with any certainty. 

(b) An employer of four to seven, on a single quit or layoff at maximum 
benefits, would lose the first year by buying back. He could gain the second 
and third year, but he might not want to risk it, since he couldn’t be sure some 
other employee would quit or be laid off. 

(c) Employers of less than four cannot save either in the first year or over 
the 3-year period on a single quit or layoff at maximum benefits. 


BENEFITS 


1. The Root bill retains the employee-penalizing “annual wage’ formula and 
keeps the Minnesota law one of the seven worst in the country. 

) Only 7 of 51 jurisdictions use this employee-penalizing basis of determin- 
ing’benefits, which the U.S. Department of Labor says is the way to pay lower 
benefits. 

(b) The average weekly benefit in Minnesota in 1958 has been about $2 below 
the national ayerage, even though practically all States pay benefits to lower 
— earners than does Minnesota thus reducing their average weekly benefit 
check. 

2. Even though Minnesota now has one of the worst laws in the country, the 
Root bill makes it even worse by : 
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(a) Eliminating 12.6 percent of Minnesota wage earners from the program. 

(b) Reducing total benefits under the law by 4.2 percent (in excess of $2 
million in 1958). The small increases at the top are more than offset by 
slicing from the program claimants who are presently eligible. (If the Minne- 
sota tax rate had been equal to the national tax rate for the past 10 years, there 
would be $68.4 million more in the unemployment compensation fund from 
which needed benefit payments could be made, not even mentioning the addi- 
tional millions in interest that would have accrued, and no one would even 
have to talk raising more money.) 

(c) Striking from the program all workers who work all year and make less 
than $30.75 per week, since one of the requirements of the bill is that the em- 
ployee earn at least $400 in one calendar quarter. 

(d) Setting the minimum earnings requirement at $900 would make Minne- 
sota the highest in the country. Keep in mind that an employee filing a claim 
in March 1959 can’t Count any wages earned since October 1958 to arrive at his 
weekly benefit. 

3. The Root bill does nothing about duration of benefits. 

(a) Minnesota has a variable duration of 18 to 26 weeks and only a minority 
of claimants are entitled to 26 weeks. The Root bill makes it 19 to 26 weeks 
by lopping off those now entitled to 18 weeks. 

(b) Low-paid workers need as long a duration as higher-paid workers. 

(c) The Federal Advisory Council recommends at least a 30-week uniform 
dnration. 


Apprt1ion TO Root Britt ANALYSIS SUBMITTED BY REPRESENTATIVE JOSEPH E. 
KartH IN TESTIMONY ON ApPpriL 13, 1959 


The Root bill requires qualifying wages of $900 in the claimant’s base period, 
with at least $400 in one quarter. Therefore, an individual regularly employed 
and earning as much as $30.70 per week (approximately 75 cents per hour for 
a 40-hour week) could not qualify for benefits under S.F. No. 244. His earnings 
of $30.70 per week for the full 18 weeks in a calendar quarter would total 
$399.10. Although his total base period wages would amount to $1,596.40, he 
would not have earned $400 in one quarter and could not qualify. 

Mr. Baker. So that I will understand your thought, will you further 
explain what you mean by high minimum of $12. 

Mr. Karrn. We have a minimum, sir, of $12, which is the minimum 
weekly benefit under the Minnesota unemployment compensation law. 
This means that no one can draw less than $12 per week. 

As a result of such a high minimum, although on the surface it 
looks like it might be a good feature of the law, actually it is a 
regressive feature because it cuts off many people who, if we did not 
have such a high minimum, would be eligible to draw $9 a week, $10 
a week, $11 a week, or any other figure less than $12. 

So for that reason, sir, I say that the $12 minimui its actually 
a regressive feature of the law because it disqualifies for unemploy- 
ment compensation purposes many people who otherwise should be 
collecting at least some compensation. 

Mr. Baker. What is the minimum a man can earn to be eligible 
for any benefits? 

Mr. Karta. Under the Minnesota law the worker must have quali- 
fied wages of $520 in his base period. Thus, if he is employed during 
an entire 52-week base period, the claimant must average $10 per 
week. If the claimant is employed only 13 weeks in his base period, 
he would have to average $40 per week and so forth. 

Mr. Baker. Thank you. 

Mr. Karru. But we have been vehemently opposed whenever we in 
Minnesota worked to improve benefits, to keep benefits in some reason- 
able relationship to wages, or to extend duration longer than 26 weeks, 
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or go to high-quarter formula or to knock out such inequitable dis- 
qualifications as the bar to benefits of a woman discharged for violating 
a no-marriage rule, or that of barring benefits to women who, after 
childbirth, want and need to work, and others—including a labor 
dispute provision. 

Ye also need to eliminate the minimum benefit and duration. 

May I, Mr. Chairman, just take a moment of your time to explain 
more adequately these disqualification features. 

At the present time the Minnesota law says that if a plant has a 
no-marriage rule, that is, they prohibit women working in their plant 
from being married, if after a certain period of employment a woman 
does get married and as a result of that is discharged from her job 
because of the no-marriage rule in the plant, this woman is not eligible 
for unemployment compensation benefits. 

In addition to that, after a woman quits her job for the laudable 
purpose of giving birth to her baby she is aacnalilied from collecting 
unemployment compensation benefits if she cannot get work although 
she is fit, available, and eligible for employment. 

Insofar as the labor dispute section is concerned, sir, I suggest I take 
a moment to explain that. 

Let’s assume that there is a 1,500-employee plant and 1,000 of those 
1,500 employees are members of an organized group. This organiza- 
tion for economic reasons decides that they must strike. That means 
that 500 other workers who have no financial interest in the outcome 
of the strike, had nothing to say about whether or not there would be 
a strike, after a week or so if the employer decides that it is no longer 
necessary for them to be there because the production and mainte- 
nance workers are not on hand, these people are laid off, and irre- 
aged of whether the strike lasts a month, 2 months or 3 months, 
these people are ineligible to qualify for any unemployment compen- 
sation benefits. 

’ If you would tell me that any of these are matters which the State 
can handle best, I will tell you that from my experience I believe this 
just isn’t so. 

Whenever efforts are made in my State to update the unemploy- 
ment compensation program by increasing benefits, extending dura- 
tion, broadening coverage or the like, the loud cries of business inter- 
ests, that we are imposing a terrible economic disadvantage on them, 
petrify timid legislators inte total inaction. This despite the fact that 
the average Minnesota employer during the past 10 years has paid a 
tax of 0.9 as against the national average of, about 1.3, yet when the 
Minnesota program was initiated, employers paid a tax of 2.7. 

In each State the existence of a cheap, cutrate unemployment com- 
pensation program almost everywhere else in the country is used as a 
club to beat back any improvements. When the inadequacy of the 
separate programs verges on a national scandal and calls for Federal 
participation—and I submit that, Congress has at last begrudgingly 
admitted the need for some standards by initiating and then extend- 
ing TUC—many opponents quickly wrap the sacred flag of State 
rights around such programs to protect them from well-deserved 
assaults. 

Unemployment transcends State lines. Many unemployed workers 
were employed by those engaged in interstate commerce. They not 
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only made the product, but actually wrapped and shipped it to manv 
parts of our Nation. Many thousands of workers living in Wiscon- 
sin and the Dakotas work in and make their living in Minnesota—St. 
Paul, Minneapolis, Duluth, Moorhead, and other cities. This is true 
in most. States. 

I believe it to be shabby disservice when the worthwhile State rights 
principle is used, or rather abused, for the indecent purpose of ex- 
ploiting the economic weakness and misery of the jobless. 

I would rather end the perversion of the State rights principle in 
unemployment compensation, and, instead of using the principle for 
the negative purpose of disqualifying additional groups of unem- 
ployed, of mated benefits and duration, I propose that we put a 
floor of decency under unemployment compensation and provide an 
opportunity for the States to show the nobler, more humane potential 
of which they are capable. 

For that reason, I support the enactment of H.R. 3547, the Karsten- 
Machrowiez bill. 

a _— further indicated my support by introducing an identical bill, 

R. 4626. 

Much has been made by opponents to this legislation about the vio- 
lence allegedly done to sacred State rights principles by the proposed 
inclusion of standards of benefits, duration, and coverage in the bill. 
But in fact, historically, whenever the Federal Government. partici- 
pates jointly in any variety of programs with other levels of govern- 
ment, one of the conditions of its financial participation often is that 
certain standards be established. 

Specifically, title II of the Social Security Act, section 303 begins 
by stating: 

The Secretary of Labor shall make no certification for payment to any State 
unless he finds that the law of such State, approved by him under the Federal 
Unemployment Tax Act, include provision for— 
and so on. 

Or. take the provisions of the Federal Unemployment Tax Act, 
sections 3303 and 3304 spell out in considerable detail conditions and 
procedures which the States must meet before becoming eligible for 
participation in the program. 

In our immense, highly integrated economy, in my opinion, it makes 
absolutely no sense for a jobless Minnesota.steelworker to draw bene- 
fits for anywhere from 18 to 26 weeks while a jobless Pennsylvania 
steelworker is entitled to benefits for a uniform period of 30 weeks. 

I sincerely hope and pray that this Congress and the administra- 
tion in their collective wisdom shortly can come up with effective 
solutions to the economic dislocations which beset our country. Asa 
realist, however, I know that such solutions will not be forthcoming 
in the short run. Millions of workers in the country, thousands of 
them in my native State, will suffer unemployment through no fault 
of their own. 

Our economy is in a massive upheaval as the result of technological 
revolutions, expansions and shifts of population, and other factors. 
Industries are being created, growing and dying with drastic effects 
on the labor force. 

In Minnesota, for example, the foreseeable exhaustion of prime iron 
ore deposits of the Mesabi range, the agricultural revolution and the 
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decline of the railroad industry have forced thousands to seek other 
occupations in new locations. Many of these people are finding jobs 
in our State. 

We are proud of our home-grown industries. We have 55 manufac- 
turing companies that employ an average of 500 or more people. This 
includes between 40 to 50 percent of yiedensteabunied employees in 
the State. Forty-one of these were developed and remained in Min- 
nesota; three which originated in the State have consolidated with 
national concerns but have maintained manufacturing plants there. 

Some of the new industries include the “brain” industry with firms 
such as Sperry-Rand, IBM, Minneapolis-Honeywell, 3—M, and Gen- 
eral Mills. 

Even if many of Minnesota’s jobless workers eventually do get jobs, 
weeks often pass before they are employed. Meanwhile these workers 
and their families need food and shelter. Bills come due and have 
tobe paid. This economic and emotional crisis in the lives of affected 
men, women, and children should be mitigated as humanely as possible 
by allowing an adequate length of time and a level of benefits sufficient 
to maintain a family in decency and dignity. 

I believe the provisions of H.R. 3547 will at long last correct the 
serious deficiencies of not only Minnesota’s, but most other States’ 
unemployment compensation systems. Enactment of H.R. 3547 will 
end once and for all the vicious whipsawing of the systems by em- 


ployers groups which has resulted in the relative decrease in income- 
maintaining effectiveness of unemployment compensation over the 
years. 

However, changes in industrial patterns which are ever incerasing 


in scope involve substantial dislocation and hardship for workers 
who lose their jobs. The personal catastrophe of the unemployed and 
their families, if left to multiply, can and does often develop into 
national catastrophe, as we relearned in the recession of 1957-58. 

Many eminent economists have credited even the present inadequate 
Federal unemployment compensation payments with preventing the 
recession from becoming a full depression. 

It is significant that last year the Congress and 36 States decided 
that the regular unemployment compensation program was not nearly 
meeting the needs of the jobless; 17 States adopted the Federal plan 
in full while the other States adopted portions of it. 

Millions of workers who will face unemployment next week, next 
month, or next year have a right to expect better than the present 
inequitable hodgepodge of disqualifications, benefits, and benefit 
periods. 

I respectfully urge the committee’s favorable consideration of 
H.R. 3547, 

Thank you. 

At this point, if there are no objections from the committee, | 
should like to place in the record a resolution that I just received in 
the mail from the St. Paul Trades and Labor Assembly in my district 
in behalf of the 60,000 members of that organization. 

The CHamman. Without objection, that material will be received 
for the reeord at this point. 
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(Information referred to follows :) 


RESOLUTION 


Whereas unemployment in our area is a serious situation at the present time 
and all indications are that it will remain at a critical level in the predictable 
future; and 

Whereas the Minnesota State Senate has shown that it will not improve the 
pie inadequate Unemployment Compensation Act that is presently in effect ; 
an 

Whereas there are many hundreds of families in our area who are suffering 
needless hardships because of the failure of the legislature to live up to the 
intent of the Minnesota Unemployment Compensation Act by amending it to 
keep up with present-day economic conditions: Now, therefore, be it 

Resolved, That the St. Paul AFL-CIO Trades and Labor Assembly in behalf 
of its 60,000 members go on record for full support of HR. 3547 and S. 791, a 
bill to set permanent Federal standards guaranteeing benefits of at least 50 
percent of a worker’s average weekly wage, up to a maximum of two-thirds of 
the State’s average weekly wage benefits payable for a 39-week period; and be 
it further 

Resolved, That a copy of this resolution be sent to Congressman Joseph E. 
Karth and Senators Hubert H. Humphrey and Eugene J. McCarthy, urging them 
to use every effort to secure passage of this urgently needed legislation. 

Adopted by the St. Paul AFL-CIO Trades and Labor Assembly April 8, 1959. 


E. D. McKinnon, Secretary. 


Mr. Karru. Thank you very much, Mr. Chairman. 

The CuatrmMan. We thank you, Mr. Karth, for coming to the com- 
mittee and giving us a very fine discussion of your own views and the 
situation which prevails in your State of Minnesota. 

I want to congratulate you on your grasp of this subject matter, 
as indicated by your statement, and for a very fine presentation. 

Mr. Karru. Thank you, sir. 

The Cuarrman. Are there any questions of Mr. Karth. 

Mr. Kina. I, too, wish to compliment you, Mr. Karth. It has been 
a very interesting statement. 

The Cuarrman. We thank you, sir, for coming before the com- 
mittee. 

Our next witness is the Governor of the State of Iowa, Hon. 
Herschel. C. Loveless. 

Governor Loveless, will you come forward, sir? We are highly 
honored this morning to have you as a witness before our committee 
and you are recognized, sir. 


STATEMENT OF HON. HERSCHEL C. LOVELESS, GOVERNOR OF THE 
STATE OF IOWA 


Mr. Lovetess. Thank you, Congressman Mills. 

Mr. Chairman and members of the committee, I think the short- 
comings of the present unemployment compensation program are 
pretty well recognized. Even in the relatively mild recession of 
1957-58, the weaknesses in the system have become painfully obvious. 
The temporary measures to extend duration of benefits enacted by 
the Congress have been of some assistance in those States suffering 
the most severe and prolonged unemployment, but the basic inade- 
quacies remain. 

It is imperative, therefore, that action be taken to modernize the 
basic features of the unemployment compensation program in order 
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that it may provide at least a subsistence level of income security to 
American workers, and, at the same time, a valuable stabilizing force 
in our economy. 

This committee and the Congress have available the recommenda- 
tions of numerous experts. A former Chairman of the Council of 
Economic Advisers, the Federal Advisory Council on Economie Se- 
curity, the “Rockefeller Fund Report,” and the Secretary of Labor, 
have all recognized the need for improved benefits and the establish- 
ment of minimum standards. Because their specific recommenda- 
tions are available, I shall not elaborate on them. Rather, in the 
time allotted to me, I shall discuss the problem from the vantage point 
of the chief executive of a State in which the unemployment com- 
pensation program has failed to meet the basic requirements of in- 
come security for workers planned when the program was established. 

By way of background, I should point out that Iowa is properly 
regarded as basically an agricultural State. But in recent years, 
agriculture has provided only from 16 to 25 percent of the personal 
income of our citizens; in the past few years manufacturing payrolls 
alone have exceeded total income from farming in most years. Roughly 
two-thirds of our labor force is employed in nonagricultural occupa- 
tions, and an even larger fraction of our income is derived from 
sources other than farming. The adequacy of our unemployment 
compensation program is, therefore, a matter of vital concern to our 
citizens. 

Still by way of background, it is noted that the economic arthritis 
with which much of the Nation has been afflicted since 1957 has not 
seriously affected Iowa’s general economic health. 

_During the worst months of the recession in Iowa, unemployment 
did not rise above about 5 percent of the labor force in the State as 
a whole. The total personal income received by Iowans was an esti- 


mated 80 percent higher in 1958 than in 1957. But even with the 


relatively slight impact of the recession in Iowa, a distressingly large 


number of covered workers exhausted their benefits and even larger 
numbers of workers were denied benefits, or received benefits so inade- 


quate in amount that these workers were forced to apply for general 
assistance. 

Plainly, the Iowa unemployment compensation program failed to 
meet the basic needs of the vast majority of the involuntarily unem- 
ployed, even in a period of mild unemployment. 

In Towa, as in the Nation as a whole, the real level of income se- 
curity provided by unemployment compensation has declined since 
the program was inaugurated. 

In 1939, the maximum weekly benefit was equal to 65 percent of the 
average weekly wage in Iowa; by 1958 this ratio had dropped to 
only 89 percent. For a covered worker with weekly wages equivalent 
to the 1958 Towa average weekly wage in covered employment, the 
proposed standard benefit schedule would provide a maximum weekly 
payment of $38.75, as compared with the present maximum of $30. 

Under the proposed benefit schedule, approximately 69 percent 
of the claimants would receive larger benefits than they are allowed 
under present Iowa benefit formulas, and the established ceiling; 
the duration of benefits would be extended from 24 to 39 weeks. 
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The extension of coverage to all employers of one or more workers 
in covered industries would bring approximately 60,000 additional 
members of the Lowa labor force under the unemployment compen- 
sation program, an increase of 14 percent. 

I think our economy now in Iowa is characterized by a large num- 
ber of small scale firms, many of which employ less than four workers, 
the prevailing limit for coverage in our State. Extension of cover- 
age to this component of workers would bring a degree of income pro- 
tection to a group in which earnings are generally below average, and 
the incidence of unemployment is high, 

The adoption of the uniform minimum standards proposed in 
H.R. 8547 would also be beneficial to lowa workers because it would 
mitigate the harsh disqualification provisions of the Iowa law. Typi- 
cally, Lowa has the highest rate of voluntary quit disqualifications of 
any of the States, running, in most quarters, from 3 to 314 times the 
national average rate. 

The importance of employment in establishments with fewer than 
the present minimum of four employees, is indicated by the informa- 
tion contained in table 1 of the BES—U175 report issued by the U.S. 
Department of Labor. The information contained in this table shows 
that the percentage increase in workers covered by removal of the size 
of firm restriction, would be 14 percent in Iowa; the percentage in- 
crease would be higher in only three States—South Dakota (23 per- 
cent), North Dakota (20 percent), and Nebraska (15 percent). It will 
be noted that all of these States are basically agricultural in nature, 
where there is a great decentralization in retail and service estab- 
lishments. 

On the basis of information contained in the county business pat- 
terns: first quarter 1956, U.S. Department of Commerce, 64.4 percent 
of all reporting industrial and commercial business establishments in 
lowa had fewer than four employees; in the United States as a whole, 
the comparable ratio is 58.7 percent. 

In view of the widespread agreement that the benefit schedules and 
the duration of benefits are inadequate in most, if not all States, the 
question naturally arises: Why is it that the States refuse to take 
the necessary action to modernize unemployment compensation bene- 
fit Programs! 

ertainly there is nothing in the Federal law to prohibit such action 
on the part of the States, and the States have been advised by 
nationally recognized authorities to bring their benefits schedule into 
line with prevailing wage standards and costs of living. 

Fundamentally, there are two very good reasons why the States 
have been unwilling or unable to take the action required to modernize 
our unemployment compensation program. 

In the first place, most of the States are engaged in an intensive 
competition for new industries and for the expanded facilities being 
created by existing industries. More adequate benefits will sbevmgcd 
mean that the reduced contribution rates offered by certain States as 
an inducement for new industry can no longer be held out as a lure for. 
industrial relocation. 

Basically, unemployment benefits have become a bargaining device 
in the contest for industrialization because of the use of several forms 
of merit rating schemes which make the State payroll tax rate depend 
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on the amount of benefits paid. The effects of this competition are re- 
flected in the downward trend in average tax rates levied to finance 
benefits. 

For example, in 1940 the contribution rate in the Nation as a whole 
averaged just under 2.7 percent of taxable wages; the rate declined 
to 1.12 percent in 1954, but has risen slightly since 1954. In Iowa, the 
average rate was six-tenths of 1 percent in 1956, but rose to eight- 
tenths of 1 percent in 1958. 

One of the effects of the merit-rating systems has been to introduce 
a “wrong-way” flexibility onto employers’ contribution rates. That 
is, these tax rates decline in a period of extended full employment, 
and rise during periods of unemployment. This is precisely the op- 
posite pattern required for economic stabilization. But the most 
significant effect has been the progressive detrioration of the real level 
of benefits under the pressure of interstate competition in lowered 
contribution rates. 

I am sure that this committee is well aware of the significance of 
this interstate competition and of its very important role as a barrier 
to State action to establish more adequate benefit schedules. In many, 
if not most, of our States the urbanized, industrialized population 
centers are grossly underrepresented in State legislative bodies. For 
this reason the interests of nonfarm workers are not given full weight 
in the legislative deliberations in such States. 

Our own experience in Iowa, as well as the experience in other 
Midwestern States with which I am familiar, make it abundantly clear 
that reliance on independent action by the States is not likely to lead 
to the development of adequate unemployment compensation benefits. 


For example, the Iowa General Assembly is forme a considering 
e 


a plan to revise the unemployment compensation schedules by placing 
them on a similar benefit basis. A summary of the proposals shown 
as (B),and comparisons with the present Iowa law (A), and alterna- 
tive proposal (C) is shown below: 
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Analysis of claims for unemployment compensation payments * 


[A, present Iowa law, $100 high quarter; B, $200 high quarter plus $100 one other quarter plus dependency 
8.F. 420; C, $200 high quarter plus $100 one other quarter, weekly benefits $10 to $35.) 


A B Cc 


S.F. 420, $200 | $10 to $35, $200 
Present high quarter, | high quarter, 

Iowa law $100 other $100 other 

quarter quarter 


Number of cases in the study 

Number eligible under earnings critieria 

Number not eligible under earnings criteria 

5) Potential cost per week 

Average weekly benefit amount—Eligible ¢: 

as ng gage in potential cost per week over the present 

owas law 


4 


$35 to $39 


! Methodology: The cases used in the study consisted of 1,162 eligible claimants under the current Iowa 
employment security law, who filed initial or continued claims during a 4-day period in the week ending 
Mar. 6, 1959, in Davenport, Des Moines, Shenandoah, and Storm Lake. The sample contained a relatively 
large number of workers from the construction industry and from Solar Aircraft. Hence, the earnings were 
probably higher than average. The analysis was based on wage criteria limitations only. 


I think it also should be recognized in this connection that even if 
the various States should attempt to establish realistic minimum 
standards, there would be a serious lack of uniformity. In an economy 
in which there is a great freedom of movement of labor and commodi- 
ties, as well as business establishments, there are strong reasons for 
having a uniform minimum standard of unemployment compensation 
benefits. Unless this is the case, the natural channels of trade and the 
regional distribution of productive factors will be distorted by arti- 
ficially created differentials such as now eixst in the form of employer 
contribution rates ranging, in 1958, from 214 percent, to less than 
four-tenths of 1 percent. 

The differences in core contribution rates are, to some extent, 
more apparent than real. Federal corporate net income taxation is 
one very important equalizer for any cost differential which is de- 
ductible in the computation of Federal tax liability for corporations. 

Moreover, the real costs of unemployment are inescapable. If 
inadequate unemployment compensation benefits are provided, this is 
reflected in increased expenditures through welfare programs at the 
State and local level. To the extent that needy unemployed workers 
find their way to general assistance roles, the cost of such relief is 
not shared by Federal funds, but are reflected in higher State and local 
taxes. 


l 
( 1, 162 1, 162 1, 162 
( 1, 162 1, 040 1, 040 
( 0 122 122 
( 0 10.5 10.5 
$31, 889 $31, 939 $33, 383 
( | $27. 44 $30. 71 $32. 10 

{ 
+0. 16 +4.7 
Weekly benefit amount Number eligible 
| Total 1,040 1,040 
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And it should also be noted that no State is an economic world unto 
itself. The existence of unemployment and reduced power 
in any State is reflected directly and indirectly m the markets :vail- 
able to producers in all States. 

It is frequently argued in opposition to the proposals contamed in 
H.R. 3547 that such standards would represent an unwarranted inter- 
ference with the sovereign rights of States. I cannot accept this argu- 
ment for a number of reasons. 

In the first place, the proposals contained in H.R. 3547 retain the 
joint Federal-State responsibility for the maintenance of unemploy- 
ment compensation programs. The basic pattern of joint responsi- 
bility it unchanged and, in one respect, the States are given addi- 
tional discretion in the setting of reduced uniform contribution rates 
without computation of experience ratings for individual employers. 
But the walls significant point to be made in connection with this 
argument is that a national uniform set of standards would merely 
serve as a protection to the vast majority of States against the cutrate 
competitive tax policies pursued in a minority of the States. 

It should be obapevest that the national minimum benefit standards 
proposed in H.R. 3547 are set in terms of the average and individual 
weekly earnings prevailing in each State; the standards are not fixed 
in terms of dollars. For this reason, if wage rates in a given State are 
20 percent below the national average, the minimum benefit rates also 
tend to be 20 percent below the national average. ‘Thus the relative 
competitive position of the various States would not be altered by 
virtue of the establishment of minimum weekly benefit standards of 
the type proposed in H.R. 3547. 

What the proposed standards would do is to set up a perfectly 
reasonable and necessary safeguard against the use of employee income 
security as a bargaining device to secure industrial relocations that 

ney. or may not be justified in terms of basic economic considerations. 

n some quarters objections may be expressed to the provisions of 
F.R. 3547 on the ground that it permits the use of contributions from 
one State to finance unemployment benefits in another State. In my 
view, this is not an adequate basis on which to raise objections. 

In the first place, it must be recognized that the American economy 
is a national economy, which cannot possibly be separated into 49 air- 
tight compartments. 

Speaking as the Governor of Iowa, a State which depends upon na- 
tional markets for export of its major output, I want to go on record 
as recognizing that our State cannot maintain high levels of employ- 
ment and income except as purchasing power of workers in Detroit, 
Chicago, Pittsburgh, and other production centers is maintained. 

In conclusion, I respectfully urge the members of the committee to 
give favorable consideration to the proposed national minimum stand- 
ards for the joint Federal-State unemployment compensation pro- 
gram. ‘Twenty years of experience with the operation of the program 
has clearly demonstrated that the degree of income security provided 
has deteriorated with the limited standards now in effect. The Amer- 
ican economy is sufficiently productive to support a more adequate 
schedule of benefits than the average now available. 

Moreover, a major portion of any increase in apparent costs will be 
offset by reduced State and local outlays on general assistance pro- 
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grams, and by sustained production stimulated by the maintenance of 
purchasing power of unemployed workers. a 

The real costs of unemployment must be borne by society in one way 
or another. Humanitarian considerations dictate that we spread these 
costs throughout the economy rather than allowing them to fall largely 
on the unemployed and their dependents. At the same time, an ade- 
quate program of unemployment benefits will be of  simay assistance in 
localizing and minimizing the severity of lapses from full employ- 
ment. 

It is my considered opinion that the standards proposed in H.R. 
2547 will facilitate the achievement of these objectives. Thank you 
very much, 

The Cuarrman. Governor Loveless, we thank you, sir, for a very 
fine statement and for coming to the committee to give us the benefit 
of your thinking. 

Ave there any questions of Governor Loveless ? 

Mr. Curtis will inquire, Governor Loveless. 

Mr. Curtis. Governor, you made the point that in Iowa many of 
your plants or firms are small-scale firms which employ less than 
four workers. 

In this recent recession, did you find that the incidence of unemploy- 
ment was unduly large in that group or not ? 

Mr. Lovetess. Customarily so, yes. 

Mr. Curtis. Were there any studies made, or is that just a general 
impression ? 

Mr. Lovetess. It isa general impression. ; 

I coud make available to the committee the actual statistics from 
our employment security office if it was desirable. 

Mr. Curtis. I would appreciate it if we could have those. 

Mr. Loveress. I do not have them available with me this morning. 

The Cuamman. Without objection, they will appear in the record 
at this point. 

(Material referred to follows :) 

Under the provisions of the present law the average weekly benefit amount 
would be $27.44 with a potential cost of $31,889 per week. Under proposal B 
the average weekly benefit for the eligible claimants would be $30.71, with a 
potential cost of $31,939 per week, or an increase in cost of $50. 

Under proposal B the number of cases that, will benefit by the dependency 
prevision is 466 while 574 cases wouid not behefit. Only 40 cases would be 
entitled’ to the maximum weekiy benefit amount of $44. Actually the majority 
of the cases receiving an advantage from the dependeney provision (287) would 
receive $31 to $34 per week. 

An analysis of an alternate proposal C, that is, weekly benefit amount rang- 
ing from $10 to $35 with qualifying wage requirements the same as found in 
proposal B indicates that the 1,040 eligible claimants would receive an average 
weekly benefit amount of $32.10. The potential cost per week would be $33,383— 
up $1,494 or 4.7 percent higher than the potential cost per week under the cur- 
rent law. Under these provisions 811 out of the 1,040 eligible claimants would 
benefit while only 229 would not. Of the 811 claimants receiving greater 
amounts under this tentative plan, 724 would be entitled to the maximum pay- 
ment of $35. 

In another sample of claimants it was found that 65 percent of the claimants 
would have received a slightly greater weekly benefit under the proposed depend- 
ency schedule, than under the existing law; approximately 20 percent would 
have received about the same weekly benefit under both the present law and the 
proposed dependency schedule; and 15 percent would have lost their benefits 


because of changes in the eligibility requirements being proposed in connection 
with the dependency schedule. 
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Of those who would have received increased benefits, the benefits would have 
been slightly less than $2 per week. Of those losing benefits by virtue of changes 
in consideration standards, the loss would have been almost $20 per week. For 
the claimants covered in the sample, the average net loss would have been 
$1.70 per week. 

I submit that the legislative proposals now under consideration in the State 
of Iowa are illustrative of the ever-present tendency to cut away the stand- 
ards of economic security provided by the unemployment compensation program, 
while at the same time, paying lipservice to the principles of the plan. 

Mr. Curtis. What effort have you made as Governor, for example, 
to have Iowa extend their coverage down to one or more, inasmuch 
as some States have done that? 

Mr. Lovetess. We have a legislative assembly underway at the 
present time, and therein a number of proposals have been offered. 

However, our State senate as of Friday passed the dependency type 
of employment security amendment to our present statutes which I 
have made reference to as a method of built-in birth control element. 
It is a very, very undesirable statute. In fact, it has not passed the 
house. I have no way of knowing if it will become law. 

Mr. Curtis. I was talking about the specific item of four or more. 

Mr. Lovetess. Yes; we have the actual bills in the committees on 
both sides of our legislative hall. 

Mr. Curtis. One argument or one theory on not having the Fed- 
eral standards tailored right on down to the one or more is that it 
does not permit any flexibility to the States. 

If Iowa thought and, as you say, they have so many small-scale 
firms, that the coverage should extend to employers of one or more, 
they could do so. 

At the Federal level, the question arises: Should we force them to 
do it, or should that not be something that you would tailor to meet 
your own needs, and some States have? 

Quite a number of them have gone to one or more. I was just try- 

, Ing to find that out. 

Mr. Lovetress. My point that I tried to make is because of the lack 
of representation of the urbanized areas we find, and I think this is 
true of quite a lot of the States with this economic trend of these 
larger farming units and the result of people coming into the cities 
and towns, we find it difficult to secure legislation on a State level 
that will conform to these particular needs. This is one of the areas. 

Mr. Curtis. You know what disturbs me about that ? 

Mr. Loveress. What is that? 

Mr. Curtis. That is that this is our form of government. 

Mr. Lovetess. That is right. 

Mr. Curtis. Apparently that is what the people think, and our 
theory of government is to some degree to have a government by the 

ple, not some group up here or anywhere else that thinks they 
now the answer and imposes upon them, or Des Moines impose it 
on the rest of the State. 

That is what disturbs me about this approach. 

You say one of the reasons the States ies not done it is because of 
the State legislatures. Yet the State legislatures represent the people. 
Some States have recognized this problem that you mention where 
there has been an overweighting of rural areas against the urban areas 
and they have done something about that too, where apparently: they 
thought it should be done. The power lies still within the people, and 
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I do not think we solve things by disregarding them in our communi- 
ties and coming here to Washington to ask us to solve them. We 
might cause you more damage than help. 

Mr. Lovevess. As I stated, Congressman, this economy of ours is 
not based on any particular county of the individual State or any par- 
ticular State of the Nation. 

Mr. Curtis. Yes, I have heard that approach, too, but I think a 
better way of looking at it is that our economy is composed of com- 
munities, just as our society is composed of individuals, and when 
you try to collect them together and then disregard the individual or 
disregard the community, that is fraught with more danger than if we 
in one community forget that we are working in a nation together 
with other communities. You can lose sight of either side. 

Mr. Loveress. I take it that your philosophy is that there should 
be no guaranteed minimum. 

I am asking that this Congress enact a guaranteed minimum that is 
nationwide in its import. 

Mr. Curtis. No, I have reached no conclusions as yet. I am giv- 
ing you the benefit of my general philosophy, but I am trying to in- 
quire into these things. 

The Federal Government, for example, has set some minimums for 
employers of four or more. You are coming in here and saying that 
it Jrould be one or more, and it seems to me that it might be an area 
that the States could handle themselves. 

Let. me ask one other question. 

Has Iowa actually been losing business to other States, do you 
know ? 

Mr. Loveress. Competitively, we have been in good position. We 
have been securing business. 

Mr. Curtis. More power to you. 

Instead of these investigations they are talking about in Detroit 
and the State of Michigan, maybe we ought to come to Lowa and see 
how Iowa has handled this. 

Mr. Loveess. My point is that we in Iowa are basically an agri- 
cultural State. We are producing food products. If the worker 
of Detroit, or Pittsburgh, or any other productive center of the Nation 
does not have adequate income, there isn’t going to be a market for 
those food products that we produce. 

Mr. Curtis. We all understand that. 

I am talking about the specific situation now of employment in your 
industrial areas or wherever you do have other than agricultural, 
and apparently you were quite successful during this last recession. 

Mr. Lovetess. That is right. We have no industry that is allied 
with the automotive industry, for example. 

Mr. Curtis. It probably indicates quite the contrary of what you 
have suggested. 

Iowa is a State that is largely composed of small-scale firms and 
your incidence of unemployment is only around 5 percent. It looks 
like the unemployment actually occurred in the larger firms, which I 
personally think it did. , 

I do not have the statistics or figures. That is why I was anxious 
to get whatever statistics you might have on it, and I have been trying 
to get what else I can, because I do not believe that the unemployment 
was in that particular area. : 
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Mr. Loveess. It will fluctuate because of the subcontracting of 
this little small unit of manufacturers with the major firms that are 
allied with it. 

Mr. Curtis, That is theory, but the actuality, and Iowa is a good 
example, would point to the fact that that did not occur. That theory 
did not come about, because Iowa has had a pretty good picture. 

Let me ask this: Where in the 5 percent unemployment in Iowa did 
it occur ? 

Have your State people made any studies as to just where the unem- 
ployment is? 

Mr. Loveress. The highest point of occurrence in the one area where 
we had two industries allied with the automotive industry, the entire 
southernmost tip of our State. In the other areas it was pretty general. 

We have a fluctuation in the food processing industry, of course, 
which is zonal, and it left that at about the nominal average that it 
arrives at in each given year, but the other areas of unemployment 
were not numerous. There was some in the building industry, some in 
the earth-moving-equipment industry, and so on. 

Mr. Curtis. I know there are some people who say, and most econ- 
omists will agree, that there is some level of unemployment that we 
are always going to have, with changing jobs and so forth, There are 
different arguments as to whether it should be 2 or 3 percent or what. 

In Iowa, Geeeens it was apparently not seriously hit, we might have 
some answers to some of these questions. 

On page 3 you criticize some of these merit-rating schemes of the 
nierit-rating program. Is Iowa one of those that you are criticizing?! 

Mr. Lovetess. We have a merit rating, of course. 

Mr. Curtis, Is it a good one? 

Mr. Loveress. Yes, and this proposed legislation that you have 
under consideration would not remove it. 

Mr. Currts. Yes, but you criticize the others, I have heard criticism 

) of them and I personally tend to think that they are very good by and 
large. If there have been abuses of it, I would be very interested to 
know, but in Iowa apparently you do not regard that as being an area 
where there have been abuses. 

Mr. Lovetess. No, not particularly. 

Mr. Curtis, In the next paragraph you make this point, that: 

One of the effects of the merit-rating systems has been to introduce a “wrong 
way” flexibility in the employers’ contribution rates. That is, these tax rates 
decline in a period of extended full employment, and rise during the periods of 
unemployment. 

Actually, I thought that was not the case and one reason why they 
have a plus factor. Actually, they decline after a period of full em- 
ployment and they also rise after a period of unemployment because 
you set them based on experience. 

Mr. Lovetess. That is right. 

Mr. Curtis. In other words, we are going to have these rates rise 
in the next year or two, which looks like they are going to be good 
years as far as employment is concerned, and that is just when we 
would like to have them rise. During the period of the recession they 
were low, because they had come right after a period of extended full 
employment, so I think your argument is just the reverse. 
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Mr. Lovetess. If this period of recession is only going to last a few 
months, you would be right, sir. 

Mr. Curtis. It looks like we are. 

Mr. Lovetess. We hope you are right, shall we say. 

Mr. Curtis. With the economists’ predictions, no one should have 
been surprised by this March decline in unemployment. The econo- 
mists have always pointed out that in a recovery period the very last 
indicator to show it is the unemployment figure. It has always been 
a lag for some reason or another in an economic recovery, so I think 
that we can look forward to April, May, June, and so forth as rising 
months of employment and declining months of unemployment. But 
be that as it may, we can discuss past recessions to make this point: 
that recessions do go out and the rate of the employment tax or the 
employer’s contribution rate declined after the period of rather full 
employment, and it tends to rise after periods of unemployment, not 
during those periods. That is the only point I am making. 

Mr. Lovetess. The duration of the period would prove your point 
if it is a short duration. 

Mr. Curtis. Let’s take Iowa. When do you compute your tax con- 
tributions? Are they computed on an annual besist 

Mr. Lovetess. I would gather that they are, without having the full 
answer at my fingertips. 
anaeee There ore, at least you would have a year’s lag upon 

is 4 
That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Mason. Mr. Chairman. 

The CuarrmMan. Mr. Mason. 

Mr. Mason. Governor, you, as I gathered, in your testimony stated 
that your senate had now passed an amendment to your unemploy- 
ment compensation laws which provides for variability in the benefits ; 
that is, a single man would get so much and the married man with 
three or four children would get so much. 

_ Mr. Yes. 

Mr. Mason. Do you approve of that or not ? 

Mr. Lovetess. I do not. 

Mr. Mason. It has been adopted in Illinois and it is working very 
well there, has been for quite some time, and several] other States are 
beginning to adopt that program. 

What is your principal objection to that ? 

Mr. Lovetess. I might add to your statement, if I might, Congress- 
man, that a number have voted it out in this past springtime, too. I 
don’t believe it was ever intended that the employment security pro- 
gram be a welfare program. That is No. 1. 

No. 2, I think this jeopardizes the future of a man with a family 
that comes in and employers will limit such employment because the 
rate of cost to the employer will rise if this man becomes unemployed, 
because the rate of pay will be higher to him. We don’t regulate the 
salaries that we pay the worker on the basis of the number of children 
that he has in the family, and basically, most of the compensation pro- 
grams are designed as using his base wage as the base to build a per- 
centage of, and that is my main objection. 

Mr. Curtis. Would the gentleman yield ? 

Mr. Mason. Yes. 
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Mr. Curtis. Governor, you referred to a welfare thing. Let’s look 
at it as insurance. 

A person who has more dependents usually takes out more insur- 
ance. Maybe the Iowa plan does not include an employee contri- 
bution, but it could, and maybe that would be the way to do it, be- 
cause certainly you will agree that an unemployed person with de- 
pendents has a much rougher time than an unemployed person with- 
out, and the same arguments that I have advanced here to keep peo- 
ple off the relief rolls could be advanced in this instance. 

Let’s consider the fact that the unemployed person with depend- 
ents has a tougher job and therefore needs more insurance, and then 
it is just a question of how you pay for it. 

I suggest that an employee contribution could pay that overage 
and most employees I suspect would probably be very happy to take 
out that added insurance. 

Mr. Lovetess. This plan contains nothing of that type and you 
could readily see, where in an industry your tax schedule was set upon 
the cost of your particular formula of unemployment, if you put an 
accelerating rate on this family man it would only be human not to 
hire the man with the large family. 

Mr. Curris. Possibly, I agree with you. That is why I suggested 
this possibility of an employee contribution, which I think person- 
ally would strengthen the whole system, but certainly the States 
have a great opportunity to perform and test out some of these ideas, 
and this would be one, and it would seem to me that that would meet 
the objections. 
Maybe you might suggest that amendment to your State legis- 

ature. 

Mr. Loveress. They have not always been real receptive to my sug- 
gestions, I might add. 

The CHamman. Are there any further questions of Governor 
Loveless? 

Mr. Auger. Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire. 

Mr. Axcer. Governor Loveless, [ enjoyed your statement, and un- 
less you cannot take credit for it I was going to compliment you for 
some of the figures in charts given us relative to Iowa, I want to 
mention just several. 

For example, whereas the rates of unemployment tax goes from 
zero to 2.7, as you mentioned in your statement, you are in at 8/10 
of 1 percent, which does show, does it not, quite a stability of employ- 
ment in Iowa? 

Mr. Loveress. That is right. 

Mr. Arcer. And relative to the other States, Iowa has rather stable 
employment since that is a low experience rating on the overall charts 
that I have here State by State. 

Secondly, I observe that in terms of the insured unemployed, the 
change from the week ending March 21 of this year compared with 
last year shows that there are 7,574 fewer claimants for that particu- 
lar period. 

That is very helpful. 

Then the supreme compliment I think to your State, and yours is 
vather unique, or at least you are one of those that can take this 
credit, is that at the first of last year, of 1958, your reserves were the 
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same as and at the end of that year of unemployment difficulty. I 
find a total unemployment insurance income and outgo of reserves 
of almost identically the same figure in table 15, page 25 of data rela- 
ting to Federal and State unemployment compensation laws. That 
is the payin and the payout ? 

Mr. Lovetess. Yes. 

Mr. Aucer. That is very surprising when you stop to think of the 
uncertainties that faced the State legislature, that the level at the first 
of the year and the level at the end of the year should balance, par- 
ticularly in a troublesome year like last year, which hit so hard States 
like Kentucky, Michigan, and Pennsylvania. 

Since employment is rising now and the people are not drawing as 
many benefits, it shows more than an adequate return for the needs of 
the future. I would think the figures would prove that. 

Mr. Loveess. Yes, that is right. 

Mr. Arcer. The reason that I cannot compliment you is because of 
what you say here on page 3 when you say in effect, if I understand 
this, that the urbanized industrial population centers are grossly un- 
derrepresented in State legislative Fotise Does that apply to lowa? 

Mr. Lovexss. Yes. 

Mr. Axcer. In other words, it is the legislature’s fault, in effect, 
for not increasing the amount of unemployment and total compensa- 
tion benefit, duration, and eligibility, and so forth; is that right? 

Mr, Lovetess. Yes, 

Mr. Avcrer. You are saying that the State legislature is not repre- 
sentative of the people of lowa? 

Mr. Loveress. When we can have two-thirds of our legislative as- 
sembly representing less than one-third of our population, I think I 
am making a safe statement. 

Mr. Aveer. That is surprising. 

Mr. Loveess. I might add that reapportionment is quite active in 
the present general assembly. 

Mr. Ateer. I am not disputing that. I merely wanted your opinion 
on it. I know nothing about it except the figures given me. 

How many other governors do you think boule join you in this 
viewpoint. We have not heard from many governors. 

Mr. Lovetess. I would gather that you would hear from a great 
number of them. 

Mr. Acer. Can you define that any further when you say a “great 
number” ? 

Mr. Lovetess. This has been a matter of discussion at the Gover- 
nors conferences and subcommittees of the Governors conferences. 

Let me point out that if I wanted to be real selfish and set back in 
our little niche in Iowa, I could do it. But, basically, I think this 
would be bad for the Nation as a whole, and what is good for the 
Nation as a whole I think will be good for Iowa. 

Mr. Acer. You see the problem I am getting at now. We are all 
interested in what is good for the Nation. I would not have you think 
I thought other than that. We are caught between Governors and 
legislatures, according to your statement when you say the legislature 
does not represent the majority of the people. 

But you are here today, and we are to impose Federal standards to 
overcome the will of your own State legislature, which members are 
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going back and reporting to your people. How often are they 
reelected ? 

Mr. Lovetess. Every 2 years. 

Mr. Arcer. That means within that short 2-year period they are 
out of step with your people, if I understand what you are telling. 

As to we here at the Federal level, I think you would insist that we 
go slow in imposing Federal law on you in some field that you do not 
want us to. 

Mr. Loveress. I am asking that you accept minimum standards. 
There is enough flexibility under this proposal. 

Mr. Acer. I appreciate that and ope troubled by this conflict be- 
tween Governor and legislature, as to whom we can believe represent 
the State, particularly in view of the figures I have recited to you 
about the performance of Iowa. 

It seems to me, during the troublesome year of 1958, you did a mag- 
nificent job. Whether it was your responsibility or that of the legis- 
lature, a compliment is deserved by Iowa. 

You mentioned in your statement on each of pages 2, 3, and 4, the 
interstate competitive aspect of this unemployment compensation. 

Do you really feel, that in the total pattern of appeal to industry, 
and you are attracting more industries you said, than you are losing, 
that unemployment compensation is so important compared to the 
labor market, utilities, natural resources, tax pattern—even weather is 
important in some instances like building—that unemployment com- 
pensation is so important in attracting industry ? 

Mr. Lovetess. Oh, yes. Yes; I am real sure that is one of the 
things. It is one of the things that Governors individually, of course, 
are quite interested in trying to make their State—— 

r. Aucer. You would not regard that as important in the mind of 
those coming into your State, though, as you tax rate, would you? 

Mr. Lovetess. No, but it is part of the tax rate. 

Mr. Acer. Of course it is, but it would be a lesser part compara- 
tively as an attracting force, would it not? | 

In other words, you have made a big point in your statement of this 
interstate competitive matter, and then you have wrapped it around 
unemployment compensation. I cannot in my own mind associate 
the two, at least the unemployment compensation, as that important 
in attracting business. 

I thought such a thing, for example, as your tax rates in Iowa would 
be far more important. Unemployment compensation is only a lesser 
oe of that, because you have ad valorem and many other local and 

tate taxes. 

Mr. Lovetess. This is a very important part of the tax structure 
that industry would face in the individual States. 

We have a very low rate, as we have just talked about. We have 
had a good experience rating because we haven’t had the unemploy- 
ment that has been present in a multitude of States. 

Mr. Acer. You are in a position now of almost throwing out the 
figures then that would attract industry to your State, which is cer- 
tainly a statesmenlike position to take in view of your feelings. 

You mention finally then on page 4 something that has not been 
mentioned before this committee, or rather, on the last page, page 5. 


The real costs of unemployment must be borne by society one way or another. 


7 
sch 
nes 

to 
the 
] 
of 
chi 
ere 
of 
to 
of 
the 
the 
sar 
aff 
] 
] 
nit 
th: 
ta: 
me 
the 
ay 
St: 
ins 
the 
To 
be 
] 

] 
sta 

] 
Lo 


UNEMPLOYMENT COMPENSATION 527 


Then you mention in the preceding paragraph that: 


The American economy is sufficiently productive to support a more adequate 
schedule of benefits than the average now available. 

You recognize certainly that any cost such as this imposed on busi- 
nessmen beyond the eight-tenths percent, whatever your State chooses 
to put on or we by Federal standard, will necessarily be passed on to 
the consumer # 

Mr. Lovetess. That is right. 

Mr. Averr. And that there necessarily will be higher prices? 

Mr. Lovetess. Yes. 

Mr. Atcer. This will necessarily mean a lesser purchasing power 
of the entire body of purchases. 

Mr. Lovetess. We could get into quite a lengthy discussion of that. 

Mr. Auger. Is there any incorrect step along what I just said ? 

Mr. Lovetess. With modifications. 

Mr. Aréer. What modifications 

Mr. Lovetess. We could state that this will be passed on to the pur- 
chaser, but we are talking about a very minute rate of increase gen- 
erally as to what it is going to add to the cost of that particular piece 
of merchandise that is going to be passed along to the consumer, and 
to lose the purchasing power of one geographic area because of a period 
of unemployment with very low rates of unemployment benefits, with 
the withdrawal from the State treasury and the county treasury and 
the areas of public assistance, you overbalance this that you might 
save. 

Mr. Aucer. In other words, this would be more good than harm in 
affecting prices? 

Mr. Loveess. Yes. 

Mr. Auger. Thank you. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. Machrowicz will inquire. 

Mr. Macurowicz. Governor, I am sorry I was not here at the begin- 
ning of the testimony. But I note that from some of the questions 
that it has been argued, against your testimony that in view of your 
tax rate in Iowa and your reserve level, your situation in unemploy- 
ment insurance is pol I think that the facts support your position, 
the position that you have made here that the State legislature blocks 
avery good program. 

I note here in the data furnished by the committee in table 19, your 
State, the State of Iowa, is next to the lowest State in the Union 
insofar as ratio of benefits to the taxable wages, having 1.1 percent; 
the only State lower than that, being one State, has 1.0 percent. 

I would just like to comment that despite the wealth of the State of 
Towa, only one State in the Union had a lower ratio of wihemnpliryenaet 
benefits paid to taxable wages than Iowa. Is that correct? 

Mr. Lovetess. That is correct. 

Mr. Macurowicz. That is one of the reasons why you made the 
statement you have made here previously ? 

Mr. Lovexess. That is right. 

Mr. Macurowicz. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions of Governor 
Loveless ? 
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Mr. Knox will inquire. 

Mr. Knox. Governor, if I recollect correctly, you said that some of 
our States had repealed the provisions that provided for benefits to 
beneficiaries with dependents; is that correct? 

Mr. Lovetess. Yes; I believe, if I am not in error, that some 3 or 4 
wee back the State of North Dakota did that. You might check 

at. 

Mr. Knox. Any other States? 

Mr. Loveress. Not in our immediate area. The legislative assem- 
blies are still in action in the majority of them. 

I might say that I have been so close to the capital of Iowa in the 

ast number of weeks because of the legislative assembly that I am not 
in touch with all the 48 States. 

Mr. Knox. May I ask you, Governor: Do you subscribe to the policy 
of the State of North Dakota in repealing ‘sm provisions which pay 
benefits to a beneficiary with dependents? 

Mr. Lovexess. I have no complete knowledge of the North Dakota 
act that was under discussion for possible repeal. 

This act in our assembly that has the dependency statement, in my 
judgment as the Governor of Iowa, is not fair act from the standpoint 
of the general welfare of the potentially unemployed of Iowa. I feel 
at least that we must look at any act of legislation, whether it be of 
our national Congress or if it be of an individual legislature, as it 
might fit into the picture 2, 5, or 10 years from now. 

don’t believe that it is the intent of the employment security pro- 
gram to serve as a welfare program. 

I was quite interested in Congressman Curtis’ statement. This 
pos of an se ascee contribution might have some merit that I 

ad not given any thought to. 

In our State, and I would gather if you were to look closely through- 
out the Nation you would probably find a tendency for the man beyond 
45 who becomes unemployed to have a great deal more difficulty secur- 
ing employment than a young man of 25. 

Mr. Kwox. Are you basing your opinion solely upon the fact that 
he has dependents, or his ability to produce? 

Mr. Lovetess. No, the reason now is because he has a shorter future 
of earnings years in the particular area of employment that he might 
be seeking than a younger man, but I would hesitate to have some- 
thing like the dependency clause added to his problem of securing 
employment. 

Mr. Knox. Do you happen to know what the dependency clause was 
in the North Dakota law / 

Mr. Lovetess. No. 

As I stated, I do not have it in its entirety and haven’t studied it in 
its entirety, other than the staff advising me that there was a good deal 
of comparable features between it and the proposed act that has 
now passed our State senate and has been sent to our house for 
consideration. 

Mr. Knox. Do you look upon unemployment as insurance or 
welfare ? 

Mr. Lovetess. I look upon it as insurance. 

Mr. Knox. Then if it is insurance, do you not believe that the man 
that has a family should provide for his family through the insurance 
premiums which would be payable? 
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Mr. Lovegss. I certainly do, but if I am an employer and one man 
is going to cost me more money in the event he becomes unemployed 
than this fellow right next to him, when I interview him for employ- 
ment I am going to take the man that is apt to cost me the least in tax 
rates. 

Mr. Knox. Regardless of his ability and knowledge to do the job? 

Mr. Loveress. In the area of automation and the single situation 
of employer in an operation within a plant, I think so; yes. 

Mr. Knox. Of course, I am rather surprised at your position. It is 
different from mine. 

That is all, Mr. Chairman. 

The CuaimrMan. Mr. King will inquire, Governor Loveless. 

Mr. Kine. Governor Loveless, in an average plant with a number 
of unemployed, there would be many men with almost equal qualifica- 
tions to do a job that would not be equal in their responsibilities at 
home with families or dependents? 

Mr. Love.ess. Yes. 

Mr. Kine, Discrimination could very well come about automatically 
just because of such provision ¢ 

Mr. Loveress. That is my feeling, sir. 

Mr. Kine. I was a little surprised to learn that there was not more 
knowledge concerning this disparity in representation. 

I am from California. Some two-thirds of our population in my 
State are in the southern part of the State. We have 40 members in 
our State senate. We have only three representing that great bulk 
of California’s population. 

Being more or less a political realist, it just is obvious that there 
would be discrimination. There have been and will continue to be, 
some not earth shaking, but they are enough to keep headlines in 
the newspapers during the sessions of our legislature repeatedly 
throughout, pro in one section and con in another. 

I was likewise a little surprised to learn that there was not much 
concern or knowledge of this baiting business on the basis of how 
cheaply they can operate in this or that State as against another, 
because of more favorable treatment taxwise of industries or enter- 

rises. 
; I have read about that for a long time. I have seen it operate. Our 
State proclaims that we have ever so many favorable attributes as 
against other States, in my opinion. Yet there have been official 
complaints there that baiting and enticements have been offered to 
take an industry out of the community because of a more favorable 
a perhaps just across the State line, or in some cases a greater 

istance. 

I think because of the situation in Iowa you are to be doubly com- 
plimented in being concerned, because it is quite evident that you are 
not selfishly concerned about your own State, but you have a general 
concern. 

There was one other item, Governor. 

It has been stated here that because your State senate had acted 
as it had, in your opinion not properly, perhaps they too were con- 
cerned about the Nation’s welfare as a whole as well as statewide, 
but I think the duties and obligations upon the Congress of the United 
States bear a little more toward that general welfare nationwide 
than those of the State senate of your State. 


t 


530 UNEMPLOYMENT COMPENSATION 


It is not uncommon to come to Congress when things dealing with 
the general welfare are concerned rather than dealing individually 
with 49 State senates. 

I think you have made a very excellent statement. I do not know 
that I agree with it all, but I do not think that you statement war- 
ranted the working over you had on philosophy. 

Mr. Love ess. Thank you, Congressman. 

Mr. Curtis. Mr. Chairman. 

The Cuatrman. Mr. Curtis. 

Mr. Curtis. Lest the record will show the wrong impression, nat- 
urally those of us who asked questions of you have read the same 
things that my colleage, Mr. King, has read about. 

The purpose of these hearings is to find out whether we can get 
together evidence that would substantiate or not substantiate those. 
That is one reason I asked the questions I did about Iowa, which is 
your State, as to what examples there were of losing business in Iowa 
to other States, because I wanted to find out, too, whether what we 
have read actually was true or untrue. 

On the reapportionment problem, in order to bring that into per- 
spective, of course I am a aware of that. I think everyone is. As 
my colleague from California stated, the issue, if we want to face 
the issue, is, do we solve the reapportionment problem by having the 
States help their own destinies in their own hands and grapple with 
the reapportionment problem. Or are we at the Federal level through 
various specific pieces of legislation such as this to solve the problem 
that only exists apparently because the States do have a reapportion- 
ment problem and are not reflecting, according to those who think it 
should be reapportioned evidently, the will of the people. That is 
the issue. 

I can see in some instances where perhaps the Federal Government, 
_ because of an emergency or some other overriding reason, would say 
this is so important that we have to recognize that the States are not 

ing to do it under the present apportionment systems they have. 

ut would you not agree, Governor, the best way for Iowa to solve 
a problem where its legislature may not be reflecting the will of the 
majority of the people is by rea “et gwen rather than through a 
piece-meal process at the Fes 2 evel, have the Federal Government 
dictate because we can be so wrong at the Federal level as to what 
the will of the people is, much more wrong, I would suggest, than 
the people back in State legislatures, even though they may not be 
equally apportioned ? 

Mr. Lovetess. If you gentlemen will permit me, this point of per- 
sonal observation—— 

Mr. Curtis. I would like to hear it, because I think this does get 
to some of the meat of this problem. 

Mr. Lovetess. On the question of that I brought 
into this discussion this morning, my only intent was to point out the 


reason that the States don’t do these things. I think it is a problem of 

the individual States, the reapportionments, of their legislative assem- 

blies. 
Our constitution says they shall each be 10 patens but. it stopped 

there without any qualification as to what woul 

they didn’t follow through. , 
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The problems of reapportionment will probably be solved with 
constitutional conventions in these individual States finally, because 
ideally we could say it rests with the States for a number of thin 
but as practical people we must suddenly realize the State legislative 
membership has no desire to take out of being a particular legislative 
area that they represent at the present time, and this is human. This 
isa human thing. 

As a result, we can say that ideally this should rest. within the indi- 
vidual States, and it does, this matter of reapportionment, but the 
matter of full employment, the matter of employment insurance, 
transcends the State border lines because in our economy of Iowa, if 
we were to try to exist as an individual State drawing a barrier 
around our State, with our whole economy based on the abilities of the 

ople of New York State, and the people of Michigan, and so on to 
ar the products of Iowa’s farms, we would be out of business real 

uick. 
‘ Mr. Curtis. I agree, but this is a State-Federal system where we 
have had some minimum standards and then the States were to tailor 
to meet their needs, so it comes to a question of whether the tailorin 
has not been well done, and the argument is presented by you, an 
I think very properly, that one of the problems is reapportionment. 

All I am saying is that not only does it apply to unemployment 
insurance, but we have this problem of Federal standards in many 
other areas, and I know you appreciate it. 

Mr. Lovetess. That is right. 

Mr. Curtis. It would seem to me in the long run we would do better 
by grappling with the real problem wherein some people say the will 
of the people is being thwarted by improper reapportionment of the 
State, rather than to really divest the States of this power and turn 
it over to the Federal Government where I suggest the representation 
of the will of the people is much more flimsy, I might state, than 
otherwise. That is debate. 

The Cuatrman. Are there any further questions ? 


Mr. Knox. 
Mr. Knox. Governor, I do not feel that reapportionment really is 
the problem we are confronted with today. However, to get back to 


our State of Michigan, the voters of the State of Michigan wrote into 
the constitution the boundaries of the senatorial districts of our State. 

The people did that with full cognizance of what they were doing. 
Our Michigan House of Representatives was reapportioned on a popu- 
lation basis and I do not believe in that case that the people of the 
State of Michigan discriminated against the metropolitan areas, as the 
metropolitan areas voted for the boundaries of our State senatorial 
district into the Constitution. 

Mr. Love.ess. I am glad to hear, if you permit me, Congressman, 
that this was the action of the people. The folks out in my home 
State have not had an opportunity to vote on it for about 25 years. 

Mr. Knox. They could make it available, could they not, by petition ? 

Mr. Love.ess. No. 

Mr. Knox. They cannot in the State of Iowa ? 

Mr. Lovetess. No. It takes two separate acts of the legislature to 
make the question available to the people. 

The Cuatrman. Mr. Alger. 
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Mr. Axcer. Governor Loveless, a gentleman from Kentucky ap- 
pearing before us submitted some diagrams and charts pointing out 
to this committee that well over 50 percent of the unemployed were 
people without dependents. 

In Iowa do you know what the percentage is of the unemployed 
drawing benefits, or in position to draw benefits, or of your total 
work force who are married, single, or with or without dependents, 
or seasonal workers, students, and so forth ¢ 

Mr. Love ess. Sir, I believe I could provide you with that. I am 
sorry that I don’t have it. 

Mr. Avcer. Mr. Chairman, if the record could be left open I would 
appreciate it because we do not have this information. 

r. Lovetess. We have rather a complete study on this that has 
been made in recent weeks, I might say. 

Mr. Axeer. I certainly would like to have it. 

The Cuarrman. Without objection, Governor, we will receive that 
information for the record at this point. 

(Information referred to follows :) 

STATE oF Iowa, 
OFFICE OF THE GOVERNOR, 
Des Moines, May, 4, 1959. 
Mr. Leo H. Irwin, 
Chief Counsel, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Irwin: In reply to your letter of April 28 I am pleased to submit 
the following estimate of the dependency status of the Iowa labor force, for 
inclusion in the testimony I recently presented to your committee: 


Estimated dependency status, per 100 workers in Iowa labor force 


Single 33 
Children under 18 years of age (married workers) : 
None = 30 
1 12 
2 12 
3 7 
4 or more 6 


You will note that approximately 63 percent of our labor force would derive 
no benefits from the dependency provisions proposed for the unemployment com- 
pensation program in our State. 

I might add that of married workers it is estimated that approximately half 
have working spouses and this would further limit the benefits to be derived 
from the dependency provisions in the proposed law. 

The estimated dependency status given above is based largely on character- 
istics of the labor force nationally, rather than upon a direct sample drawn 
from the Iowa population. We do have available a sample of approximately 
1,100 claimants for whom dependency information has been compiled. In order 
to make these available it will be necessary to retabulate the questionnaires, 
which will take a week or so to do. If the committee is interested in this, I 
shall be very happy to provide the additional statistics. ’ 

You are free to edit this material in any way you feel necessary, to place it 
in the proper context in my testimony. 


Very truly yours, 
Herscuet C. Lovertess, Governor of Iowa. 


Cuarrman. Are there any further questions of Governor Love- 
less 

Again, Governor, let me express appreciation to you for coming to 
the committee and giving us the benefit of your views as the Governor 
of the great State of Iowa. Thank you, sir. 
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Mr. Lovetess. Thank you, Mr. Chairman. 

The Cuarrman. I see several of our colleagues here this morning. 

We will hear first from our colleague from Massachusetts, the Hon- 
orable Thomas J. Lane. 

Mr. Lane, will you please come forward to the witness table? We 
appreciate having you with the committee this morning, Mr. Lane, 
and you are recognized. 


STATEMENT OF REPRESENTATIVE THOMAS J. LANE, OF 
MASSACHUSETTS 


Mr. Lanz. Mr. Chairman, the speed with which H.R. 5640 passed 
in the House was not only motivated by the need for extending tem- 
porary unemployment compensation beyond April 1, when the emer- 
gency program was due to end. It was recognition of a continuing 
problem that could become chronic. 

With the recession of last year behind us, insofar as production and 
ope are concerned, it was expected that this improvement would 

reflected in a sizable reduction of unemployment totals. 

The large number of people who are out of work is a matter of 
deep concern to the Congress. As our work force is steadily increas- 
ing on the one hand, while the introduction of automation is shrink- 
ing the number of job apportunities, we face a widening gap that 
must be closed, if we are to avoid the burden of heavy unemployment 
in this country. 

A reduction in the standard workweek but without reduction in 
pay, in order to spread employment opportunities, may be the re- 
quired solution. Meanwhile, improvements in our unemployment 
compensation system are necessary to provide support for the dis- 
placed workers in our economy. We understand management’s need 
to concentrate on production and profits. The object is to produce 
more goods with fewer workers. Automation has come along fast in 
1957 and 1958. This has resulted in rising business activity that does 
not absorb the unemployed. 

It, therefore, becomes the public responsibility, through the co- 
operation of the Federal Government and the States, to provide com- 
yensation for the unemployed to a greater extent than before, in the 

ope and the expectation that our growing economy will open up 
more job opportunities. 

This is our major national problem. Until such time as private 
enterprise, with an assist from Government, can generate a sufficient 
volume of activity to create jobs, we have no alternative but to extend 
and increase unemployment compensation. 

We cannot maintain our leadership if we resign ourselves a “split 
level” society in which the large majority of our people enjoy high 
wages, high profits, and a high standard of living, while 4 or 5 
million adults are excluded from the opportunity to earn any income 
whatsoever. 

The pressures and tensions inherent in this contradiction would 
seriously weaken our society because unemploymnet of this scope is 
both inhuman and wasteful. 

The present hodgepodge of unemployment compensation systems 
in the various States, resemble structures that were built without de- 
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sign. They encourage divisive competition among the States and 
encourage the migration of industry with its disorganizing effect upon 
industries, workers, and communities. 

The plain fact is that the Federal-State unemployment compensa- 
tion system has not evolved with the times. It did not anticipate 
automation and its effects upon'the labor force. It has not caught u 
with the realities of today. Restrictions in the laws kept a padloc 
on the $7 billion in unemployment reserve funds during the reces- 
sion. Some groups of hired farm laborers; 1.8 million employees in 
small firms; and others; have no protection whatever under the 
present jobless aid laws. 

One of the most serious defects is that dependent benefits are pro- 
vided in only 11 of the States. The failure to make any distinction 
between the needs of the single person who is unemployed, and the 
unemployed family man who has many mouths to feed, is both shock- 
ing and tragic. There is no excuse whatsoever for this appalling 
neglect. 

To achieve permanent Federal standards and supporting State 
legislation, it is necessary for the Congress to be guided by “experience 
in the field” which points to the following needs: 

1. That coverage should be expanded. 

2. That the maximum duration of benefits should be increased to 
39 weeks. 

3. That the maximum of benefits payable under the law shall be 
an amount equal to at least two-thirds of the average weekly wage 
earned by employees within the State, or an amount (exclusive of 
dependent’s benefits) equal to one-half of such individuals’ average 
weekly wage, whichever is the lesser. 

4. That an equalization fund shall be established to reduce the 
excessive costs of jobless insurance in those States that are suffering 
from heavy unemployment because of national economic conditions. 

5. That the duration of benefits should be further extended in those 
States whenever the average unemployment within those States is in 
excess of 6 percent. 

Much distress and bitterness have been caused by the overly strict 
and punitive requirements as to eligibility for benefits. Because an 
employee is partly at fault, is no valid reason why he and his de- 
pendents should be cut off completely from benefits. 

It is advisable to moderate these requirements so that compensation 
may be denied in such State to any otherwise eligible individual only 
under the following circumstances : 

For the first week of unemployment occurring within the benefit year. 

For a period not in excess of 12 weeks immediately following the week in which 
he has been found, after an opportunity for a fair hearing, to have obtained, or 
to have sought to obtain, compensation by fraud, or willful misrepresentation of 
material fact. 

For a period not in excess of 4 weeks immediately following the week in which 
he left suitable work without good cause, or refused to accept suitable work 
teat good cause, or was discharged for misconduct in connection with his 
Work. 

Repeated renewals of the Temporary Unemployment Compensation 
Act meet the problem on an emergency basis only. They are not con- 
cerned with the basic improvement of the program through the addition 
of Federal benefit standards. 
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In drawing your attention to my bill, H.R. 175: “To provide for 
unemployment reinsurance grants to the States, to revise, extend, and 
improve the unemployment insurance program, and for other pur- 
poses,” I want to emphasize the fact that the Federal unemployment 
come eapnene program, to succeed in its purpose, must be brought up- 
to-date, 

The Cuarrman. Mr. Lane, we thank you, sir, for coming to the com- 
mittee and discussing these problems with us. You have made a very 
fine statement. We appreciate it. 

Mr. Lane. Thank you, Mr. Chairman. 

The Cuamman. Any questions? 

Thank you, sir. 


We wi)) now hear from our co)league from California, the Honorable 
James Roosevelt. 


Mr. Roosevelt, wil) you please come forward to the witness table? 
We appreciate having you with the committee this morning, Mr. Roose- 
velt, and you are recognized. 


STATEMENT OF REPRESENTATIVE JAMES ROOSEVELT, OF 
CALIFORNIA 


Mr. Roosrvetr. I appreciate this opportunity to express my views 
on our Federal-State unemployment compensation system. If it ean 
ever be said that some good comes about from a persistent unemploy- 
man probes, it will be most nearly justified by congressional action 
to modernize and strengthen the compensation law. 

It seems to me that there are three principal aspects of this matter 
which should be discussed. I will address myself to each of them in 
turn, 

1. Federal standards were the indispensable prerequisite to the crea- 
tion of an unemployment compensation system; therefore, the exten- 
sion of these standards does not represent a new concept. 

The record proves that the need for unemployment compensation was 
widely recognized as early as 1915. But no effective action was taken, 
even in the most progressive States, until the adoption of the first 
Federal statute in 1935. 

Why wasthisso? It was simply a matter of economics. Unemploy- 
ment compensation, by necessity, involves a tax levy. No one State felt 
free to impose such a tax on business and industry as long as other 
States did not follow suit. 

The objective of the Federal law was to remove the threat of tax 
competition among the States by equalizing, to a considerable degree, 
the burden of supporting an unemployment compensation system. 
The eagerness of the States to act, once this threat was removed, is 
shown by the fact that every legislature promptly adopted supple- 
mentary statutes after the Congress had established the ground rules. 

For a variety of reasons which have already been set forth by other 
witnesses, State-by-State differences have widened, both as to the bene- 
fits paid to the unemployed and the amount of the tax burden imposed 
upon employers. One result has been a steady deterioration in the 
effectiveness of the law. 

As originally conceived, unemployment compensation was to equal 
50 percent of weekly wages. The average today is only 33 percent. 
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And the same threat of tax competition which blocked unemployment 
ste nsation before 1935 now inhibits improvements at the State 
evel. 

Only the establishment of minimum benefit standards applicable to 
all States simultaneously can meet this problem. 

2. Sharp differences in the amount and duration of unemployment 
compensation from State to State have no validity in our modern 
society. 

There may have been a time when it was indeed less expensive to 
live in South Carolina than in New York, or in a rural community 
rather than an urban one. This is no longer true to any marked 
degree. There may be differences in the standard of living from place 
to place; but thanks to mass marketing of goods swiftly transported 
from coast to coast, there is little difference in what it costs to main- 
tain the same standard of living. 

Similarly, wage rates in our basic industries have become uniform 
throughout the Nation. It is fruitless to debate whether these devel- 
opments are desirable; they have become permanent features of our 
economic life. 

Therefore, it is clearly unfair for a $3-an-hour worker who is laid 
off in one State to draw $40 a week, while in another State his eco- 
nomic twin gets only $25. 

Let me note at this point that the sort of program I favor, which I 
will summarize later, does not contemplate exact dollar equality in 
benefits from State to State. There is ample provision for accommo- 
dating differences in the overall wage levels of the States. 

But the great discrepancies that now exist cannot rationally be justi- 
fied. Only Federal standards can correct them. 

3. With the best will in the world, the individual States, acting one 
by one, cannot restore equality and effectiveness to the unemployment 
compensation system. 

It is true that unemployment compensation is a joint Federal-State 
system, and properly should remain so in the foreseeable future. 
However, a responsible role by the Federal partner is essential. 

For more than 5 years, for example, the President and the Secretary 
of Labor have exhorted the separate States to improve their unem- 
ployment benefits. They have pleaded that State action would uphold 
the principle of State sovereignty and would demonstrate the ability 
of the States to meet the needs of their own people. Yet no State has 
come close to the standards with the administration recommends. 

I have already indicated why that has been the case. As a purely 
practical, dollars-and-cents matter, the States find themselves unable 
to act until a firmer floor is built by the Congress. You have heard 
the story from an impressive number of Governors who would like 
their own States to do a better job in this field. 

In view of these facts, it seems apparent to me that we cannot afford 
to sit back any longer and hope that a remedy will automatically ap- 
pear. In my opinion the only remaining question is what the remedy 
should be. 

Fortunately, there is available to all of us a guide to the course we 
should pursue. This guide was provided by the Federal Advisory 
Council on Employment Security, appointed by the present Secretary 
of Labor to study this very problem and recommend appropriate 
action. 
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I associate myself with the findings of this Council. I would suggest 
these specific steps to carry out its conclusions : 

A primary benefit, established by Federal law, of 50 percent of an 
unemployed worker’s weekly wages, or 6624 percent of the average 
weekly wage in the State, whichever is less. 

A benefit period of at least 39 weeks for fully eligible unemployed 
workers. 

Extension of coverage to all establishments having one or more 
employees. 

iN central fund to reinsure State reserves, so that each State need 
not provide against the maximum possible blow that might strike it 
alone, but could share the risk as a part of the Nation as a whole. 
This would guard against the depletion of reserve funds in a State 
which suffered an especially heavy and concentrated blow because of 
the contraction of one predominant industry. 

Legislation to achieve these basic ends has been placed before you. 
Iam pleased to be among the sponsors. I urge you not to be deterred 
by current statements—some exaggerated and others downright dis- 
torted—that unemployment is about to vanish. We all hope this will 
eventually be the case; but even if it should come about at once, the 
Congress should establish an unemployment compensation system ade- 
quate to cope with its possible recurrence. 

May I conclude by stressing that I hope no one will interpret the 
creation of a Commission on Unemployment Problems as an answer 
to all needs. Certainly it should not be equated with our efforts to 
achieve realistic Federal unemployment insurance standards. 

The Cuaran. Mr. Roosevelt, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Roosrvetr. Thank you, Mr. Chairman. 

The CHarrMaNn. Any questions? 

Thank you, sir. 

Our next witness is the Rev. Joseph M. Becker. Father Becker, we 
are pleased to have you with us his morning. 

You are with the St. Louis University, Institute of Social Order, 
is that correct ? 

Father Becker. That is correct, Mr. Chairman. 

The Cruarrman. You come to the committee this morning at the 
invitation of the chairman. 

Mr. Curtis. Mr, Chairman, might I state in reference to St. Louis, 
that we are very proud of St. Louis University and the reputation 
that it bears throughout the country as one of our great institutions 
of learning. 

Father Becker. Thank you, Mr. Curtis. 

The CHatrmMan. Father Becker, you are recognized. 


STATEMENT OF REV. JOSEPH M. BECKER, S.J., INSTITUTE OF 
SOCIAL ORDER, ST. LOUIS UNIVERSITY 


Father Becker. If I may be permitted, Mr. Chairman, a prelim- 
inary word or two off the record ¢ 

The Cuatrman. Yes; off the record. 

( Discussion off the record. ) 
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bes CuairMan. Father Becker, that should have been on the 
record. 

Father Becker. I could submit a similar statement, if you wish. 

The CuarrmMan. We will leave that to your judgment. 

We will be glad to receive it if you want to put it in the record. 

Mr. Mason. We will be very glad to receive it. We need it, Father. 

Father Becker. My name is Joseph M. Becker of the Society of 
Jesus. I am associate director of the Institute of Social Order at St. 
Louis University. I represent no organized group, least of all the 
Catholic Church. I am here at the invitation of the committee’s 
— simply in my capacity as an academic specialist in the field 
of unemployment compensation. 

I have published two works in this field—one in 1953 which bears 
the title “The Problem of Abuse in Unemployment Benefits” and 
another, published this year, entitled, “Shared Government in Em- 
ployment Security.” 

In my brief presentation here, I shall not touch on what is probably 
the most controversial issue before you, the issue of Federal standards. 
If my views on this topic are of any interest to the committee, they 
can be found in next week’s issue oF the magazine America. If the 
committee wished, I might be able to make that article, about five 
p a part of the record. 

he Cuarrman. I think it would be well for us to include it in 
the record, Father Becker, at the conclusion of your remarks. 

Without objection, it will appear in the record. 

Father Becker. I have attended all the sessions of the hearings up 
to this point. It was the first opportunity I ever had to see one of 
these hearings through from beginning to end—never had the leisure 
before—and I decided to do just that. 

I wanted to further my education—not so much as an economist 
but as an American citizen. I wanted to see how this part of the 
governmental process worked—who appeared to testify and what 
they said; who was on the committee and what they did with the 
testimony. 

I liked. what I saw. In particular, I was left with these two favor- 
able impressions : 

1. The level of discourse was high—on both sides of the table. 
There were low points and high points, of course, but the average 
level was remarkably high for a democratic procedure of this sort. 
A man sitting next to me, on his first visit to Washington, whispered 
to me: “This is the big leagues all right.” I agreed. 

2. A very real opportunity was provided for the competition of 
ideas. Ideas were submitted to a genuine testing in the competi- 
tion between the two political parties on your side of the table, and 
between the interested parties, labor and management, on this side. 
I was especially pleased to see how real was the opportunity afforded 
to the private citizens on this side of the table to debate issues with 
the representatives of Government on the other side. 

The experience has left me with the conforting feeling that as far 
as this part of the governmental process is concerned—I mean the 
technique of the public hearing—democracy is vigorously at work. 

In this morning’s presentation, I wish to concentrate on an issue 
which is logically prior to the issue of Federal standards. 
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Before one makes a final decision on the Federal standards issue, 
he ought to make a decision on the issue which I raise here. 

I believe that you have my prepared statement in your hands, 
including a 1-page précis. 

Instead of reading the entire statement, I propose to read the 
1-page précis and then tocomment on parts of the précis. 

he précis reads: 

The present Federal-State system of unemployment benefits — 
sents an uneasy compromise between the competitive and welfare 
concepts. 

A more durable compromise can be achieved by establishing two 
different programs of unemployment benefits—a Shen rogram de- 
signed for periods of normal unemployment and emphasizing the 
competitive approach, and a supplementary program designed for 
abnormal periods and making greater use of the welfare approach. 

The supplementary program might take many forms. The simplest 
form sie 2 be the permanent extension of the current temporary 
unemployment compensation preggers An alternative form would 
be a grant-in-aid program. In either case there would have to be, 
in all probability , a “trigger” arrangement to actuate the program 
automatically when unemployment passed a predetermined crisis 

int. 

Although the auxiliary program’s costs would be relatively small, 
its effects would be sonedural: Its most obvious effect would be to 
provide help to those who were most desperately in need of help. But 
it would have another very important effect. It would make possible 
the preservation of the regular program, which could then retain the 
i Sa characteristics that fit it to operate effectively in normal 

riods. 

‘ way of comment let me remark, first, that we have put this 
principle into operation during the past year. We have actually been 
operating under a dual system of unemployment benefits. I refer, of 
course, to the program of temporary unemployment compensation. 

It would be a mistake in my opinion, just because unemployment is 
beginning to abate, to postpone discussion of whether or not this 
should be made a permanent part of our system of unemployment 
benefits. If the roof is ever going to be repaired, we ought to work 
on it before the rain starts again. 

I therefore propose to discuss the possiblity of incorporating this 
principle of a separate program for abnormal periods of unemploy- 
ment into our regular system of unemployment defenses. 

In the first paragraph of the precise, I say that the present Federal- 
State system of unemployment benefits represents an uneasy compro- 
mise between the competitive and welfare concepts. By the competi- 
tive and welfare concept, I mean an emphasis upon individual re- 
sponsibility in the one case or collective responsibility in the other for 
paying unemployment. benefits; individual responsibility, the individ- 
ual State or the individual employer; collective responsibility, all 
employers pooled or even the Federal Government. 

n the 1934-35 debates over the establishment of this program a 
large part of the debate was over the relative merits of these two 
emphases. They were concretized at that time in what was called the 
Wisconsin and the Ohio plans. The program that emerged was a com- 

39678—59— 36 
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promise between those two. It represented an indigenous American 
product quite different from any of its European tn 

But it has been what I call an uneasy compromise. ose of you 
who have been on this committee for many years will recall the al- 
most continuous series of attempts that have been made to change the 
competitive emphasis the program now has. 

There was the McCormack bill of 1940, which proposed Federal 
standards very similar to the present bill. There was the 1942 war 
DIN, the 1944 1945 war reconversion bills, the 1952 
Moody-Dingell bill, and now the 1959 Karsten-Machrowicz bill. It 
has indeed been an uneasy compromise. 

I think it is important to note that these proposals for change have 
come during abnormal situations—either at our entrance into war, 
or our progress out of war, or during a period of heavy unemployment. 
That fact is important. 

In my second paragraph of the précis, I say that a more durable com- 
promise can be achieved by establishing two different programs of 
unemployment benefits, a basic program designed for periods of normal 
unemployment and emphasizing the competitive approach, and a sup- 
plementary program designed for abnormal periods and making great- 
er use of the welfare program. 

The definition of abnormal unemployment is not easy. The term is 
both imprecise and variable. It is generally understood today to refer 
to a prolonged unemployment rate higher than about 6 percent. Such 
a rate causes acute uneasiness in our society and leads to a demand that 
something be done about it by someone. The term, though, is very 
changeable. 

The variability of the term is illustrated by the six States which have 
already set up supplementary programs designed to operate in abnor- 
mal situations. Their definition of “abnormal unemployment,” the 
trigger point, varies from 9 percent, I think, in North Carolina, to 
#375 percent in Illinois. You should not de deceived by the apparent 
exactness of that last figure ; it merely represents the result of collective 
bargaining. 

It should be noted, and it is very important, that an unemployment 
rate may have a geographical reference as wide as the entire country 
or as limited as a single locality. This observation is very important 
for dealing with the problem of depressed areas, which are islands of 
abnormality in seas of. normality. 

This general distinction between normal and abnormal unemploy- 
ment is the crucial distinction. Public opinion has always been aware 
of this distinction, if anything too much aware of it. In periods of 
normal unemployment the public tends to be critical of the unemploy- 
ment compensation program. You hear complaints on all sides that 
“jobs are going begging” while “great numbers” of people are drawing 
benefits. As soon, however, as unemployment mounts to a level that 
is considered to be abnormal, unemployment compensation is taken to 
the public’s heart and its praises are heard everywhere, in the columns 
of the Wall Street Journal no less than in the AFL-CIO News. Since 
unemployment compensation is a public program this tendency of pub- 
lic opinion to shift with the winds cannot be safely ignored. 

I grant that to some extent this shift in public opinion between 
boom and bust times is partly a reflection of public ignorance, but it 
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is not merely that. It is also a reflection of the different significance 
that unemployment benefits have in two objectively different situa- 
tions. 

For some of the differences in these two situations let me read you 
a paragraph from my prepared statement. It is on page 2, the 
first paragraph : 


Unemployment benefits have one role to play in recession periods—when the 
need for purchasing power is urgent, when the quit rate is low, when the 
unemployed are eager to take whatever jobs are available, and when a larger 
proportion of their numbers consist of the core of the labor force. They have 
a somewhat different role to play in normal periods—when inflation rather 
than more purchasing power is the Nation’s concern, when the quit rate is 
climbing, when the unemployed are harder to satisfy with job offers, and when 
a larger proportion of their number consists of those on the fringe of the labor 
force. The welfare emphasis is more appropriate for the first kind of situa- 
tion, the competitive emphasis more appropriate for the second. 


While we are on this page, let me read the paragraph at the bottom 
of that page under the heading “Characteristics of regular system”: 


The regular system of unemployment benefits has four characteristics which 
reflect the influence of the competitive, or Wisconsin, approach and fit it to 
operate well in normal situations. Two characteristics relate to the tax side 
of the program and two to the benefit side. 

(1) Each State is responsible for meeting the cost of its own unemployment 
benefits and must build its own unemployment reserves. 

(2) Within the State each employer is taxed in proportion to the amount 
of unemployment connected with his own business; this is the tax system 
called experience rating. 

(3) Benefits are available only to workers with a record of substantial work 
ina recent period. 

(4) The duration of benefits is typically limited to about 26 weeks in a 
given benefit year. 


The first two characteristics integrate the program of unemploy- 
ment benefits with competitive economics and make the payment of 
benefits a “cost of doing business”—to use the phrase of John R. 
Commons, an early pioneer in this field. 

The other two characteristics make the first two possible. That is, 
the limitations on benefits make possible or at least facilitate the allo- 
cation of financial responsibility to the individual State and to the 
individual employer within each State. 

In normal times these four characteristics make good sense but in 
abnormal times they make less sense. : 

Let me read to you in that connection, from page 4 of my prepared 
statement, the section beginning “Abnormal Unemployment”: 


In situations of abnormal unemployment, however, these same characteristics 
of the regular program make less sense. Situations of abnormal unemployment 
require that benefits be made available on easier qualifying conditions and be 
paid for longer periods. For how much longer should benefits be paid? There 
is no definite answer, but certainly for a substantially longer period than that 
provided by the regular program. Even the 39 weeks provided by the combined 
regular and TUC programs this year were insufficient for a large number of 
the unemployed. 

Now, an extension of benefits sufficient to meet the needs of all abnormal situ- 
ations, even a deep depression, would make it very difficult, perhaps impossible, 
to retain the two main characteristics of the regular program, namely State 
responsibility and experience rating. A few States and many individual em- 
ployers would find the burden of adequate benefits too great in abnormal periods. 
In such periods, the burden ought to be shared more widely ; the competitive em- 
phasis ought to yield somewhat to the welfare emphasis. 


542 UNEMPLOYMENT COMPENSATION 


Then the conclusion on page 5: 


Since the regular program is inadequate for abnormal periods and since the 
protection of unemployment benefits is most needed in abnormal periods, the con- 
clusion seems inescapable that the regular program must be changed (its pro- 
visions must be liberalized and its competitive emphasis modified) or it must be 
supplemented. Sound political wisdom, it seems to me, suggests that the regular 
program should not be changed, but rather that it should be retained and sup- 
plemented by some auxiliary program. 

I am inclined to think that the only way we can retain the advantages of the 
regular program while providing adequate protection against abnormal unem- 
ployment is to set up two programs. Let the regular program remain geared to 
the competitive needs of the normal situation, and let an auxiliary program be 
re which will automatically go into operation during abnormal situa- 
tions. 

Such an auxiliary program could take many forms. The simplest would be 
the permanent extension of the existing temporary unemployment compensa- 
tion program, along with some kind of “trigger” arrangement to actuate the 
program automatically when unemployment passed a predetermined crisis point. 
Experience under TUC has been reassuring in that no serious claimant abuse 
has developed. The characteristics of TUC claimants, in point of age, sex, in- 
dustry, and occupation, have been about the same as those of the claimants under 
the regular program. 

We do not have really adequate data on that point. 

Not all the States which have had the TUC program have kept 
adequate statistics; but the data which we have, and they are consid- 
erable, bear out this conclusion. Personally, I am satisfied with the 
statistics we have on it. Con could safely make this temporary 
experiment in extended benefits a permanent part of our system of 
unemployment benefits. 

Extension of the TUC program would be the simplest action for 
Congress to take, but it might not be adequate. If such an auxiliary 
program were left optional with the States, as TUC was, its adequacy 
would be determined by the extent to which the States elected to par- 
ticipate, either by accepting the proffered Federal aid or by setting 
9 similar programs of their own. Currently, a number of State leg- 
islatures, as different in their industrial complexion as Missouri and 
New York, are considering the establishment of some auxiliary pro- 
gram of their own, and at least six have already acted. The paper 
you had reads “four,” but since I wrote this two others have set up 
such programs. If Congress could know what the States will even- 
tually do, its own course of action would be clearer. 

An alternative line of congressional action would be to set up an 
auxiliary program in which there would be some pressure on the States 
for adoption. The pressure might be exerted through the familiar 
grant-in-aid technique. The Federal Government might offer to 
share a part, perhaps a third, of the cost of such an auxiliary pro- 
gram in any State that chose to establish one. 

The remaining two-thirds of the cost could be met by each State in 
any way it chose. It need not finance the auxiliary program in the 
same way as the regular program. Indeed, I think a State would be 
wise to keep the financing of the auxiliary program entirely separate 
from the regular program. A State might, for example, raise the 
funds for the auxiliary program by a uniform payroll tax (no expe- 
rience rating, therefore) imposed equally on employers and employ- 
ees. But however the auxiliary program is financed—whether with 
or without Federal grants and employee taxes—its reserves should be 


kept separate from the reserves of the regular program in order to 
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make unmistakably clear that the two programs have different func- 
tions and operate on different principles. 

The amounts involved in such an auxiliary program—and I come 
here to the part that obviously would be of particular interest to a 
Committee on Ways and Means—would be small compared to the cost 
of the regular program. Benefits would be paid only to the exhaustees 
of the regular program—a relatively small number—and in most cases 
for a fewer number of weeks than these recipients had been paid un- 
der the regular gp tage In some situations, benefits might be fur- 
ther restricted to the primary wage earners among the exhaustees. 
The tax burden of the auxiliary program would be lighter than that 
of the regular program not only because the benefit costs would be 
smaller but also because this smaller cost would be shared among 
three contributors: employers, employees, and the Federal Govern- 
ment. 

Although the auxiliary program’s costs would be relatively small, 
its effects would be considerable. Its most obvious effect would be to 
provide help to those who were most desperately in need of help. But 
it would have another very important effect. It would make possible 
the preservation of the regular program, which could then retain the 
ae i characteristics that fit it to operate effectively in normal 

riods. 

CHARMAN. Does that conclude your presentation, Father 
Becker ? 

Father Becker. That concludes my statement. 

The Cuarrman. Are there any questions of Father Becker? 

Mr. Mason. Yes, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Father Becker, your presentation intrigues me very, 
very much. In the first place, you have given us, in my estimation, 
the best analysis of our problem in connection with this unemploy- 
ment compensation business that we have ever had and you have done 
it in an impersonal or scientific manner which intrigues me, too. 

Do I gather that your main recommendation is that we should main- 
tain our present program substantially as it is for normal periods of 
unemployment and then for abnormal periods that come once in a 
while that we should have a supplementary program with a cost 
divided between the Federal Government and the State unemploy- 
ment. program and perhaps the participants, the employees, might 
charged with part of that cost ? 

We could do that. very nicely if this three-tenths of 1 percent that 
the Federal Government collects now and which is not enough to pay 
for the cost of administration to build up that fund were increased 
to four-tenths and five-tenths to build up this fund for this supple- 
mentary program and use that supplementary fund on the part of the 
Federal sa to encourage or stimulate the States to also have 
a oy) egal program and the Federal Government would assume 
part of it. 

Is that, in essence, your program ? 

Father Becker. Yes, Congressman Mason. 

Mr. Mason. I think it is a very excellent one and I think it is the 
best solution that we have had presented to us to avoid, shall we say, 
imposing on States rights and avoid having the Federal Government 
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set up standards and all that kind of thing which some of us do not 
like to go along with, and yet you would be taking care of the needs 
of these abnormal unemployment compensation periods. 

That is all, Mr. Chairman. : 

The Cuamman. Are there any further questions of Father Becker? 

Mr. Curtis will inquire. 

Mr. Curtis. I want to compliment Father Becker also on this very 
clear presentation. I can think, in my own mind, that unconsciously 


this committee was grappling with this problem but was not quite as 


aware of what we were grappling with. 


Last year when we had temporary unemployment compensation 


actually at times in our executive meetings discussion would come up 


between welfare and, let us say, insurance, 


I have one thing I want to ask you. I myself am thinking in terms 


of shifting gears. I did not have it this clearly thought out, but 


this certainly fits exactly the line in which I have been thinking. 


We thought of this temporary unemployment compensation in the 


line of who would be administering the funds and one thing which 


disturbed us in temporary unemployment compensation was that, if 
we made it too much of a welfare program, we would be taking the 


personnel who were experienced in handling the insurance type pro- 
am and they would have to apply these standards of people getting 


ack to work and so forth. We had the fear that if we turned over 
what would be a need type of test to people who were doing other 
types of things that we might be straining the abilities of that experi- 
enced group. 

In your proposed auxiliary program, I presume you would have the 
same personne! probably handle it, would you not ? 

Father Becker. Yes. 

Mr. Curtis. And take, for example, when it came to a question of 
a job being presented to a person, under the insurance program, if 
I may use it for ready reference, we can tend to be a little strict both 
ways. If an employee does not want to take a job that he feels is not 
along the lines of his work, we tend to protect that right, so that he 
retains his unemployment compensation. 

On the other seit we also are strict in seeing to it that he really 
is in the labor market. 

Under the auxiliary program, I can see the strictness would break 
down or should break down both ways, should it not? - I am think- 
ing, for example, if a job that is not maybe exactly to the person’s 
liking were offered in the auxiliary period, we can afford to be less 
strict in his behalf. Would you comment on that because that might 
help me in my thinking. 

Father Becxer. The details would be subject to a great deal of 
working out but, in general, the process that you describe would 
naturally take place. 

It takes place in the regular program now as a matter of fact. Af- 
ter an unemployed claimant has been unemployed for a large number 
of weeks, the definition of what is suitable work for him generally 
undergoes some modification and he is expected to lower his sights 
somewhat. 

The particular way in which that is done is extremely complicated 
and it is easy to make mistakes with regard to it. Usually it is not 
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wise to ask a skilled employee to lower his sights very much if at all. 
In periods of abnorma] unemployment, although theoretically it is 
then that we can most propeny ask an unemployed person to lower 
his sights, it may not very useful to do so because there are no 
jobs available for him, There are so many other unemployed looking 
for the jobs—anxiously searching for them—that not much would be 
accomplished by that. 

However, it could very easily be stated as a matter of principle 
that when the community had supported an unemployed man beyond 
6 months, the community could then ask him to lower his sights some- 
what and take a job that was less suitable than previously. The prin- 
ciple could be there. : 

T repeat, however, that it would probably not make very much 
difference. 

Mr, Curtis. We could go to great lengths on this whole thing and 
I do not want to take the time of the committee in doing it. 

Just to follow up one thought that also bears directly on our prob- 
lem here, I think statistics essentially have shown this one thing about 
this recent unemployment period which is still with us. That is that 
the greatest unemployment was among the unskilled. 

Would that be your conclusion, too 4 

Father Becker. The rates are highest there; yes. 

Mr, Curtis. [ expect we will continue to experience that in our 
society and therefore for the jobs available if a person were to, to use 
the term, lower his sights, there will be great competition there. 

Father Becker. Correct. 

Mr. Curtis. I suspect that the real problem for the skilled man is 
that perhaps through automation or some other reason, his particular 
skill is going out of demand and therefore the real job is retraining 
for some other skill, and that is an ingredient that I have long thought 
ought to be in these programs. 

First, there should be a knowledge of where there are shortages 
of skills because, here in this period of unemployment, we have all this 
talk of unemployment but have demand for a lot of skills that are 
just not available in the society. 

Father Brecker. I entirely agree with you, Congressman, in that. 

But let me add that in my view the two most acute problems facing us 
in this field of unemployment are, first, the lack of some general relief 
program for the able-bodied unemployed. That is a terrible lack in our 
system of defenses in this country. 

Second, there is a lack of some program to take care of the situations 
in depressed areas. Some such program as I propose here could easily 
be geared to a depressed area program by making it applicable 
to areas within the State where the rate of unemployment was ab- 
normal. But a much larger program than just unemployment bene- 
fits would be necessary to take care of those situations—some program 
of retraining and allocation. 

Mr. Curtis. That is all. Thank you. 

The Cuarrman. Are there any further questions of Father Becker? 

Mr. Forand will inquire. 

Mr. Foranp. I do not have a question for you, Father Becker, but 
I do want to add my voice to those who have already complimented 
you on bringing to us this new idea that I do not believe has been 
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presented to this committee before. You have really given us food 
for thought and I think you have made a very great contribution. 

Thank you so much. 

Father Becker. Thank you. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macnrowricz. I want to state that I wanted to compliment you 
also. I want to state that this is a new program which will require 
more study than has already been given. 

I am wondering whether you could tell us whether, in your 
opinion, a Federal standard on duration will be necessary before the 
supplemental program which you speak of could be added in addition. 

Father Becker. I do not see why. I do not follow your thinking, 
there. 

Mr. Macurowicz. What do you regard now as the minimum floor 
for duration of benefits under the regular State program ? 

Father Becker. That would be a personal opinion and perhaps not 
= important, but if you want me to express an opinion on it, I can 

0 SO. 

Mr. Macurowtcz. I would like to have your opinion. 

‘ Father Becker. I tend to favor variable duration rather than uni- 
orm. 

TI may remark—although I said I would not speak on Federal stand- 
ards—that I think that uniform duration is the weakest part of the 
Federal standards bill. There is really no widespread agreement on its 
advisability. You have that, I think, indicated in the testimony of the 
two academic people who preceded me. They split on that subject. 
Professor Lester favored variable duration, and Professor Burns fa- 
vored uniform duration. It is quite debatable. There are advantages 
and disadvantages on both sides and, in my own mind, I find it hard to 
choose. If I were in the unfortunate position of being a legislator 
who has to make a choice, I would probably choose variable duration. 
Since I am in the position of an academician who can say on the left 
hand and on the right, I can say I am doubtful about them. 

Let me put it this way. Perhaps I can get at what is in the back of 
your mind in this way. In recent months several of the States have 
gone to a duration beyond 26 weeks, 30 weeks or beyond. There are at 
least six States now which provide duration of 30 weeks or more. 
Utah and Wisconsin provide 36 and 34 weeks, respectively, with a 
rather interesting gimmick for relating it to the long-employed man. 

As an academician, I welcome those States’ experiments with longer 
duration. It will give us a chance to find out how it works, what the 
possibilities are. But I would be very apprehensive of a federally im- 
posed uniform duration standard of 39 weeks. 

Mr. Macurowrcz. I am not quite certain if I understand just. how 
this supplementary program would be triggered into action. Would 
it be upon the attainment of a certain unemployment percentage na- 
tionwide ? 

Father Becker. It could be either as you say or upon the attainment 
of such a percentage statewide or even such a percentage in a given 
labor market locality. 

We have those labor market areas now pretty clearly marked out 
in our governmental statistics. 
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Mr. Macurowicz. As I understand, according to your proposal, the 
supplementary program could be triggered into action in some States 
and not in others, depending upon the rate of unemployment in those 
States. 

Father Becker. That is correct. 

Mr. Macnrowicz. It would not necessarily be active throughout the 
entire country but only in those States where the unemployment 
reaches the level which might be decided upon as the trigger rate? 

Father Becker. That would be my opinion now. 

Mr. Mason. May I interrupt? Or to say or even in certain locali- 
ties where the unemployment was abnormal. 

Mr. Macurowicz. Was that your thinking also ? 

Mr. Mason. Yes. 

Mr. Macurowicz. For instance, if, in the State of Michigan the un- 
employment existed in one particular section of the State, it would be 
triggered into action in that section of the State, not in other parts of 
the State ¢ 

Mr. Mason. That is right. 

Father Becker. That is certainly one possible way to set up the 
program and I see no objection to it at the moment. 

I may say that the observation that several of the Congressmen 
made that this is a new proposal is quite true. It is new for me also. 
There has not been done on this proposal the kind of staff work that 
would be necessary to enable us to talk realistically in terms of de- 
tailed provisions, 

I should like to stress again, however, that this is the time Con- 
gress should discuss the principle of the proposal. 

Mr. Macwrowicz. In your thinking, would this program become 
automatically effective in those States or would it have to be approved 
by action of the legislature or Governor of the particular State? 

Father Becker. I would like to avoid expressing an opinion on 
that at the present time for the same reason that in this article of 
mine on Federal standards, I end up without taking a position on 
it. The reasons for and against come close to balancing in my mind, 
and I see no particular reason why an academician should put him- 
self forward when his own mind is not too clear on the matter. But, 
if you like me to express a vague kind of preference, I would say 
that the program I described in my sonnei: statement, whereby the 
Congress gave the States an inducement through a grant-in-aid tech- 
nique, would be the one that I would favor now. 

Mr. Macurowicz. Thank you. 

The Cuarrman. Are there any further questions? 

Mr. Alger will inquire. 

Mr. Acer. Father Becker, I have been as stimulated as my col- 
leagues were by this and, of course, have read through your entire 
statement. 

Your premise rests on the definition of normal and abnormal and 
I thought at the outset how difficult this is. 

Can you add anything or express yourself as to what you would 
consider to be normal or abnormal ? 

Father Becker. The definition of abnormal unemployment is not 
entirely an economic affair. It reflects the whole social structure 
of a given society. It is, therefore, susceptible to variations both in 
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place and in time. Some communities will define it higher than 
others not merely in terms of their te although that can be 
a very important factor, but also in terms of their underlying political 
philosophy. I think all one can do is to take a given society at a 
given time, find out when that society becomes uneasy, when there 
is a demand that something be done to change the situation, and 
at that time say, “Now we have reached abnormal unemployment.” 

Mr. Areer. That is very interesting, Father, but on this matter of 
uneasiness, could you give me the further benefit of your critique of 
something Mr. Meany said in answer to this matter of unemploy- 
ment level ? 

When I asked this question of him, he said that he thought that 
21% million people could be considered as a level not to be worried 
about. In this he mentioned specifically technological changeover. 
I am not sure whether he used the word “seasonal,” but he intimated 
that this was 214 million. 

Now we are very uneasy all the time about unemployment if there 
is any, but your entire trigger arrangement, which is a very important 
part, since we are setting up a system that will automatically go into 
effect, is premised on normal versus abnormal. This is the heart of 
your summary, as I gather. 

Father Becker. But you notice that, if it is left to the individual 
States through a grant-in-aid technique to come into this program 
and set up such a supplementary program of their own, they would 
then decide what that abnormal level was. 

Mr. Arcrr. This would not be a Federal standard but a State matter 
to the triggering arrangement ? 

Father Becxrer. Yes. I may point out that Illinois has a very low 
standard, 4.375 percent. 

Mr. Arcrr. Father, let me ask you relative to the same thought. 
You mentioned four and changed it to six State legislatures that have 
set up auxiliary programs. Are there any details that would sup- 
plement your own, or would explain what we ought to know? Are 
they in your five-pagemagazinearticle? —. 

Father Brecker. No; it is too early to tell yet. I have no details 
as to the laws in these States. I have merely had access to a brief 
final summary of State legislative action. 

Mr. Axeer. Is there anything in those six States’ auxiliary pro- 
grams that you feel would supplement or implement your own sug- 
gestion here for our study as to what such a trigger arrangement 
would be or the auxiliary program ? 

Father Becker. I do not know enough about the details of those 
State programs to say. The details have not yet been made widely 
available. 

Mr. Arcer. Then, finally, on page 7, you mention the term “primary 
wage-earners” as one of the parts of the auxiliary program. 

What is the definition of primary wage earner, the way you used it? 

Father Brecker. Someone who would be entirely responsible for his 
own support: and the support of those dependent on him. It would 
include, therefore, the heads of families and single individuals who 
were responsible entirely for their own support. 

Mr. Axcer. Is it your feeling that in any consideration of this pro- 
gram this committee should have a thorough knowledge of who the 
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unemployed recipients of unemployment compensation are as to this 
matter of whether they are primarily wage earners or not? 

Father Becker. Yes, and there is a good deal of that information 
available in the Bureau of Employment Security. 

Mr. Aucer. Believe be, Father, I am trying to get it and I am giving 
a difficult time. It is inconceivable that we would go very far without 
having this information and if you, in the further course of digging 
into it, have some of this information I would appreciate your giving 
it to us. 

Is that in this five-page article? 

Father Becker. No, in five pages I obviously had to be succinct. 
Actually, there is so much information to that kind scattered in 
various places that I could not take the responsibility for furnishing it. 

New York State publishes a monthly bulletin called, “Characteristics 
of the Uaemmbovel in New York State.” The Department of Labor, 
for a couple of years, published a bulletin called “The Characteristics 
of Unemployed.” It was based on a small sample of all the unem- 
ployed insurance claimants in the country. That has been discon- 
tinued—because of economy measures imposed by the Committee on 
Ways and Means, I presume. 

Mr. Mason. No, no, Father; the Appropriations Committee. 

Father Becker. I see. 

What the Department has been doing since then is to make up a 
kind of mish-mash—which is good, though—of census data—also on 
a sample basis, and does not give you regional breakdowns—supple- 
mented, as far as the Bureau of Employment Security can do it; by 
information on events in particular States as the Bureau gets the 
information through insured claims. But this is not the kind of data 
that is susceptible to easy analysis. It takes a good deal of working 
through. 

Mr. Arcer. I am sitting here surrounded by stacks of material 
almost as high as this counter and in it there are only two tables in 
this book “Adequacy of Insurance,” which is data in this regard. 
Tables B-11 and B-12 are the only ones. 

I suspect I may have misinterpreted some of those in my conversa- 
tion with Mr. Meany. The difficulty is getting material to find out 
what are the characteristics of the unemployed right now. 

If you can add anything to that, I know we will appreciate it. 

The Cuarrman. Mr. Karsten will inquire. 

Mr. Karsten. Father, back many years ago in the great depression 
of the thirties, we had a system of charity payments which was in 
vogue before the passage of the unemployment compensation program. 
It was referred to variously as a handout, a dole, a direct grant. 

Wherein does your suggestion differ from that type of direct 
payment ¢ 

Father Becker. It differs essentially from that sort of system. The 
people who would be eligible for benefits under the supplementary 
would be eligible on the basis of their previous 

he mere fact that they had been eligible for benefits under the regular 
program would be sufficient to constitute their eligibility here. They 
would draw these benefits under the auxiliary program under exactly 
the same circumstances, and as a matter of right, as they did under 
the regular program. 
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This program would merely pick them up and carry them along in 
exactly the same way as they had been carried during the previous 6 
months or so. 

Mr. Karsten. Would this be a program of charity or would it be a 
program of insurance, sir? 

Father Brecker. It would be a program of insurance. 

As I mentioned in my prepared paper, there should be reserves 
built up by taxes earmarked for this purpose. The reserves should 
be handled in the same actuarial way as the reserves of the regular 
program are. 

Mr. Karsren. In that way there would be no stigma attached to 
accepting a payment under this program you speak of, no stigma 
such as we would recognize in the case of a dole or charity ? 

Father Becker. Not at all. None in the slightest. However, in 
answering the question of—I think it was Congressman Curtis—I 
said that the definition of suitable work for people in this auxiliary 
program might have to be changed or they might have to be asked to 
take work less suitable than they had been asked to take in the early 
stages of their unemployment. 

Mr. Karsten. Would you do that on the Federal level or would 
you do that on the State level ? 

Father Brecker. On the State level. I also said that although in 
principle that seems to be proper, I think that in practice it will 
amount to very little. I think that what you will want to do in prac- 
tice is to carry those people along just as you did during the regular 
program. 

Mr. Karsten. I do not see how you would regard this as an insur- 
ance program if we are getting a direct handout from the Federal 
Government to bear part of the cost. 

Perhaps my concept of insurance is different from yours, but that 
is a handout and that is all you could call it. 

Father Becker. Well—10 or 12 years of work in this field of un- 
employment insurance have left me with the distinct feeling that very 
little can be done by basing an argument on the term “insurance.” 

Mr. Karsten. The term “insurance” preserves the dignity of the 
human individual with whom we are dealing in a program of this type. 
I am sure you would agree with me in that. 

Father Becker. Yes. But we havea peculiar kind of insurance here, 
as is indicated by the fact that we add an adjective to it and call it 
social insurance. Those social insurance programs are something of 
a halfway house between assistance programs and straight wages. 
They are a composite of both a welfare and a competitive factor. To 
talk about them as though they were the same thing as commercial 
insurance leads one nowhere. To talk about them as though they 
were just welfare programs leads one nowhere. They are both, and 
the elements intertwine, get mixed up, and they change in the differ- 
ent aspects of the program. 

I think the fact that you have special payroll taxes and set up a re- 
serve, and that = establish eligibility rights based on a previous 
work history, safely removes the benefits from any stigma of welfare. 
A person has a right to come in and draw these benefits even though 
he is a millionaire. 
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Mr. Karsten. And would you apply that same rule for your tem- 
porary program? Even though the individual has sufficient funds 
to maintain himself, you would pay him his additional benefits 
that you envision under your proposal 

Father Becker. Indeed, yes. 

Mr. Karsten. That is all, Mr. Chairman. 

Mr. Boaes. Mr. Chairman. 

The Cuarrman. Mr. Boggs. 

Mr. Bogas. Father, I would like to join with the other members 
of the committee in expressing my appreciation for the very fine 
statement you made, not only your main statement but in your 
responses to the questions which have been asked. 

here is one question I would like to ask. I think you were in the 
room at the time the administration made its recommendations. 

Father Brecker. Yes. 

Mr. Bocas. Would you care to comment briefly on those recom- 
mendations? 

Father Becker. Let me see if I understand you quite clearly here. 
You mean the recommendation that all the States set up a program 
that would pay the majority of the beneficiaries 50 percent of their 


w ? 

Mr. Boaes. No, the recommendations made to this committee by 
the administration relative to the amendments to the act. 

Father Becker. I understand. That would take me too far afield, 
Iamafraid. IfImay, I should like to let that question go by. 

Mr. Boees. Thank you. 

The Cuarrman. Are there any further questions of Father Becker? 

Father Becker, we thank you again for coming to the committee 
and giving us the benefit of this suggestion that you have previous] 
discussed with me, which I thought was of such importance that it 
should be made a part of this hearing. It is a matter that all of us 
interested in this overall subject should hear and be in a position to 
later analyze and consider. 

We thank you, sir, for coming to us as you have and advancing this 
thought to us. 

Thank you. 

Father Becker. Thank you. 

(Father Becker’s prepared statement follows :) 


UNEMPLOYMENT BENEFITS IN PERIODS OF NORMAL AND ABNORMAL EMPLOYMENT 


Statement of Rev. Joseph M. Becker, S.J., Institute of Social Order at St. Loui 
University 


PRECIS 


The present Federal-State system of unemployment benefits represents an un- 
easy compromise between the competitive and welfare concepts. 

A more durable compromise can be achieved by establishing two different 
programs of unemployment benefits—a basic program designed for periods of 
normal unemployment and emphasizing the competitive approach, and a sup- 
plementary program designed for abnormal periods and making greater use of 
the welfare approach. 

The supplementary program might take many forms. The simplest form 
would be the permanent extension of the current temporary unemployment com- 
pensation program. An alternative form would be a grant-in-aid program. In 
either case there would probably have to be a “trigger” arrangement to actuate 
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the program automatically when unemployment passed a predetermined crisis 
point. 

Although the auxiliary program’s costs would be relatively small, its effects 
would be considerable. Its most obvious effect would be to provide help to 
those who were most desperately in need of help. But it would have another 
very important effect. It would make possible the preservation of the regular 
program, which could then retain the competitive characteristics that fit it to 
operate effectively in normal periods. 


EARLY COMPROMISE 


In the history of the program of unemployment benefits in the United States 
two concepts have vied for predominance. They might be called the competitive 
and welfare concepts—the one emphasizing individual responsibility for the 
payment of unemployment benefits, the other, collective responsibility. 

The 1934-35 debate over the establishment of the program was much taken 
up with the respective merits of the two emphases, concretized to some extent 
in what were called the Wisconsin and the Ohio plans. The program that 
emerged from the debate was a compromise between the two, an indigenous 
American product different from all its European prototypes. 

The debate did not end with the establishment of the program nor is it likely 
ever to be concluded. Neither side will be entirely satisfied with any concrete 
program that is established. 


MORE VIABLE COMPROMISE 


I believe, however, that a more viable compromise than the one we now have 
can be achieved by making use of a distinction whose pivotal importance is be- 
coming progressively clearer. I refer to the distinction between normal and ab- 
normal periods of unemployment and to the different roles that unemployment 
benefits have to play in each situation. 

Unemployment benefits have one role to play in recession periods—when the 
need for purchasing power is urgent, when the quit rate is low, when the unem- 
ployed are eager to take whatever jobs are available, and when a larger por- 
portion of their numbers consist of the core of the labor force. They have a 
somewhat different role to play in normal periods—when inflation rather than 
more purchasing power is the Nation’s concern, when the quit rate is climbing, 
when the unemployed are harder to satisfy with job offers, and when a larger 
yproportion of their number consist of those on the fringe of the labor force. 
The welfare emphasis is more appropriate for the first kind of situation, the 
competitive emphasis more appropriate for the second. 

I have gradually come to the conviction that the only way to effect a durable 
compromise between the competitive and welfare concepts is to establish two 
different programs of unemployment benefits—a basic program designed for 
periods of normal unemployment and emphasizing the competitive approach, and 
a supplementary program designed for abnormal periods and making greater 
use of the welfare approach. 


CHARACTERISTICS OF REGULAR SYSTEM 


The regular system of unemployment benefits has four characteristics which 
reflect the influence of the competitive, or Wisconsin, approach and fit it to 
operate well in normal situations. Two characteristics relate to the tax side 
of the program and two to the benefit side. 

1. Each State is responsible for meeting the cost of its own unemployment 
benefits and must build its own unemployment reserves. 

2. Within the State each employer is taxed in proportion to the amount of 
unemployment connected with his own business; this is the tax system called 
experience rating. 

3. Benefits are available only to workers with a record of substantial work in a 
recent period. 

4. The duration of benefits is typically limited to about 26 weeks in a given 
benefit year. 

The first two characteristics integrate the program of unemployment bene- 
fits with competitive economics and make the payment of benefits a “cost of 
doing business.” The other two characteristics make the first two possible. 
That is, the limitations on benefits make possible or at least facilitate the alloca- 
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tion of financial responsibility to the individual State and to the individual em- 
ployer within each State. 
NORMAL UNEMPLOYMENT 


In periods of normal unemployment, the characteristics of the regular pro- 
gram make good sense on both the tax and the benefit sides. In such periods 
the individual States are generally able to finance their own programs and do 
not need outside help. (For the occasional exception there is available a loan 
fund financed by joint contributions from all the States.) Individual employers, 
also, generally are able to pay the variable taxes imposed by experience rating— 
taxes, that is, proportioned to the amount of unemployment caused by their 
individual operations. 

In such periods, also, practically all the regular members of the labor force 
will have a record of substantial work in at least one of the four quarters of the 
preceding year and hence will qualify for unemployment benefits. A duration 
provision of about half a year seems reasonable, During periods of high em- 
ployment relatively few of the regular members of the labor force will need much 
more than 26 weeks in which to find another job. Those for whom 26 or so 
weeks are insufficient even in such periods will be found usually to need some 
more appropriate remedy than unemployment benefits—a pension, perhaps, or 
an allowance for retraining and relocation. 


ABNORMAL UNEMPLOYMENT 


In situations of abnormal unemployment, however, these same characteristics 
of the regular program make less sense. Situations of abnormal unemployment 
require that benefits be made available on easier qualifying conditions and be 
paid for longer periods. For how much longer should benefits be paid? There 
is no definite answer, but certainly for a substantially longer period than that 
provided by the regular program. Even the 39 weeks provided by the combined 
regular and TUC programs were insufficient for a large number of 
unemployed. 

Now, an extension of benefits sufficient to meet the needs of all abnormal situ- 
ations, even a deep depression, would make it very difficult, and perhaps impos- 
sible, to retain the two main characteristics of the regular program, namely 
State responsibility and experience rating. A few States and many individual 
employers would find the burden of adequate benefits too great in abnormal 
periods. In such periods, the burden ought to be shared more widely; the 
competitive emphasis ought to yield to the welfare emphasis. 

Since the regular program is inadequate for abnormal periods and since the 
protection of unemployment benefits is most needed in abnormal periods, the 
conclusion seems inescapable that the regular program must be changed (its 
provisions must be liberalized and its competitive emphasis modified) or it must 
be supplemented. Sound political wisdom suggests that the regular program 
should not be changed, but rather that it should be retained and supplemented. 


AUXILIARY PROGRAM NEEDED 


I am inclined to think that the only way we can retain the advantages of the 
regular program while providing adequate protection against abnormal unem- 
ployment is to set up two programs. Let the regular program remain geared 
to the competitive needs of the normal situation, and let an auxiliary program 
be established which will automatically go into operation during abnormal 
situations. 

Simplest form.—Such an auxiliary program could take many forms. The 
simplest would be the permanent extension of the existing temporary unemploy- 
ment compensation program along with some kind of “trigger” arrangement 
to actuate the program automatically when unemployment passed a predeter- 
mined crisis point. Experience under TUC has been reassuring in that no 
serious claimant abuse has developed. The characteristics of TUC claimants, 
in point of age, sex, industry, and occupation, have been about the same as those 
of the claimants under the regular program. Congress could safely make this 
temporary experiment in extended benefits a permanent part of our system of 
unemployment benefits. 

ixtension of the TUC program would be the simplest action for Congress 
to take, but it might not be adequate. If such an auxiliary program were 
left optional with the States, as TUC was, its adequacy would be determined 
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by the extent to which the States elected to participate, either by accepting 
the proffered Federal aid or by setting up similar programs of their own. Cur- 
rently, a number of State legislatures, as different in their industrial complexion 
as Missouri and New York, are considering the establishment of some auxiliary 
program of their own, and at least four have already acted. If Congress could 
know what the States will eventually do, its own course of action would be 
clearer. 

More complex form.—An alternative line of congressional action would be to 
set up an auxiliary program in which there would be more pressure on the 
States for adoption. The pressure might be exerted through the familiar grant- 
in-aid technique. The Federal Government might offer to share a part, perhaps 
a third, of the cost of such an auxiliary program in any State that chose to 
establish one. 

The remaining two thirds of the cost could be met by each State in any way 
it chose. It need not finance the auxiliary program in the same way as the 
regular program. Indeed, a State would be wise to keep the financing of the 
auxiliary program entirely separate from the regular program. A State might, 
for example, raise the funds for the auxiliary program by a uniform tax (no 
experience rating, therefore) imposed equally on employers and employees. 
But however the auxiliary program is financed—whether with or without Federal 
grants and employee taxes—its reserves should be kept separate from the reserves 
of the regular program in order to make unmistakably clear that the two pro- 
grams have different functions and operate on different principles. 

The amounts involved in such an auxiliary program would be small compared 
to the cost of the regular program. Benefits would be paid only to the exhaustees 
of the regular program—a relatively small number—and in most cases for a 
fewer number of weeks than these recipients had been paid under the regular 
program. In some situations, benefits might be further restricted to the primary 
wage-earners among the exhaustees. The tax burden of the auxiliary program 
would be lighter than that of the regular program not only because the benefit 
costs would be smaller but also because this smaller cost would be shared among 
three contributors: employers, employees, and the (Federal) Government. 

Although the auxiliary program’s costs would be relatively small, its effects 
would be considerable. Its most obvious effect would be to provide help to 
those who were most desperately in need of help. But it would have another 
very important effect. It would make possible the preservation of the regular 
program, which could then retain the competitive characteristics that fit it to 
» operate effectively in normal periods. 


(The article referred to on page 538 follows :) 
(America, Apr. 25, 1959] 
SECURITY FOR THE JOBLESS 
Joseph M. Becker? 


Two explosive issues—unemployment and Federal-State relations—are com- 
bined in the public hearings now being held by the House Ways and Means Com- 
mittee. The main bill under consideration is H.R. 3547, introduced by Represent- 
ative Frank M. Karsten, Democrat, of Missouri, as the companion bill of S .791, 
which was introduced by Senator John F. Kennedy, Democrat, of Massachusetts. 

This Kennedy-Karsten measure proposed to make a number of important 
changes in existing Federal-State system of unemployment benefits. Its most 
controversial proposal by far is to set up Federal benefit standards to which the 
State programs would have to conform. The States would be required to pay a 
benefit amount equal to at least 50 percent of a claimant’s weekly wage up to 
a maximum which must be equal to at least two-thirds of the average wage of 
covered workers in the State. The States would have to pay this benefit to all 
eligible claimants for at least 39 weeks. Currently no State law meets all these 
requirements. - 

At the core of the dispute over these proposals is the controversy between the 
Federal and State Governments over their respective rights and responsibilities. 
It is probably correct to say that in no other area has this controversy been so 
vigorous and continuous as in the program of unemployment compensation. This 


1Father Becker, S.J., of the Institute of Social Order, St. Louis University, has just 
published “Shared Government in Employment Security” (Columbia, $7.50). 
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was the central controversy at the time the program was initiated, and it has been 
kept alive by periodic attempts, such as the present one, to increase the extent 
of Federal influence. The principal attempts have taken the form of proposals 
for either Federal standards—like the McCormack bill of 1940—or Federal sup- 
plements, and have usually been made on the occasion of some abnormal situa- 
tion—either a transition to or from war or, as now, a period of economic recession. 
Senator Kennedy has offered a Federal standards bill regularly since 1954 and 
has been picking up support for it. The 1958 Kennedy bill had 16 cosponsors ; the 
1959 model has 380. 

To come to a decision on the Kennedy-Karsten measure two questions must be 
answered: (1) Are the proposed standards desirable in themselves? (2) If so, 
should the Federal Government impose them on the State programs? These 
are distinct questions, susceptible of different answers. 

in order to answer the first question intelligently, it is necessary to make an 
assumption with regard to another issue in unemployment compensation which 
is logically prior to any decision on the issue of Federal standards. It is neces- 
sury to assume that there will or will not be available an ansiliary program— 
something along the lines of the present temporary unemployiient compensation 
program—to supplement the regular program during periods of recession. What 
is assumed On this point determines the task to be performed by the regular 
program and therefore determines what standards are proper for the regular 
program. I assume here that an auxiliary program will be available. I make 
this assumption because such a program (1) already exists in TUC, (2) is being 
considered favorably by a number of State legislatures now in session, and (3) 
is logically demanded by the different characteristics of normal and abnormal 
periods of unemployment, as I argued in the April 1959 issue of Social Order. 


ARE THE STANDARDS DESIRABLE? 


The answer to this question depends on how well the proposed standards serve 
the major purposes of unemployment compensation, which are two: to meet the 
needs of the unemployed individual and to strengthen the total economy. These 
purposes serve as norms by which to judge the proposed standards on benefit 
amount and benefit duration. 

Meeting individual need.—There is little controversy over the stipulation 
that below the maximum the benefit amount should equal at least 50 percent 
of a claimant’s wages. (There is disagreement only over whether “wages” 
should be understood as gross or net, that is, before or after taxes.) Practi- 
cally all the State laws provide at least this high a proportion of lost wages 
at all benefit levels below the maximum. 

The proposal that the maximum benefit equal at least two-thirds of average 
wages in the State is more controversial. The maximum benefit serves the 
purpose of limiting the number of claimants who will receive the stipulated 50 
percent of their weekly wage; those who are stopped by the maximum will usu- 
ally receive something less than this. Currently, perhaps 45 percent of all 
claimants are prevented by the maximum from receiving half of their gross 
weekly wage. The proposed maximum would lower this proportion to perhaps 
15 or 20 percent, that is, would allow 80 to 85 percent of all claimants to receive 
at least half of their gross weekly wage. 

Everyone is in agreement that some maximum should be set—on the as- 
sumption that workers who have higher wages have more resources and hence 
lesser need for unemployment benefits. There is little agreement as to just 
what the maximum ought to be, but there is a fair consensus that nondeferrable 
expenses constitute a proper norm for determining the maximum. The maxi- 
mum should not be so low as to prevent a claimant from meeting his nonde- 
ferrable expenses. There is some disagreement over the proper definition of 
nondeferrable expenses, but practically everyone would accept a minimal defi- 
nition that includes only the items of food, shelter, utilities and medical care. 

This was the definition used by the Bureau of Employment Security in six 
State studies of benefit adequacy, covering various periods during 1951-57. 
These studies indicate that the average claimant who was single received enough 
in unemployment benefits to cover nondeferrable expenses but that the claim- 
ant who was the head of a family received a weekly benefit which was on the 
average $12 short of meeting such expenses. Since the average benefit of these 
latter claimants was $30, it can be argued that their average benefit needed to 
be raised by 40 percent in order to meet the norm of nondeferrable expenses. 
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The difference between the single claimants and those who were heads of 
families was the result primarily of the operation of the maximum; this is 
clearly evident from the fact that the average wage of the claimants who were 
heads of families was 50 percent greater than the average wage of the single 
claimants. The conclusion would seem to follow that some increase in the 
maximum was necessary. 

This difference in the experience of “singles” and of “heads” leads to the 
further conclusion that the necesary increase in the maximum will be smaller 
and will achieve its objective more surely if benefits are calculated on the 
basis of net rather than gross wages or if the State law includes a provision 
for dependents’ allowances. 

To sum up, the proposed standard to regulate the benefit amount although 
(1) higher than can be justified by any norm which has general support and (2) 
higher than it would need to be if it were linked with provisions which differ- 
entiate between claimants who do and do not have dependents, is not so high as 
to be clearly incorrect. On the contrary, the standard has a solid basis in the 
available data relating to nondeferrable expenses. 

On the second standard, which regulates duration, there is general agreement 
that the duration of unemployment benefits should be limited. For one reason, 
limited duration is an important aid to administrators in weeding out non- 
working violators, claimants who are not genuinely in the labor force; for 
another, unemployment benefits ought eventually to yield to more effective 
remedies, such as pensions or allowances for retraining and relocation. 

The proposed standard sets the limit of duration at 39 weeks, which is about 
15 weeks longer than the average claimant is currently eligible for. Under cur- 
rent duration provisions, about 1 million claimants annually exhaust their 
benefit rights in periods of normal unemployment. (This number more than 
doubles in abnormal periods, but in such periods, according to our assumption, 
there is available an auxiliary program to pick up the exhaustees of the regular 
program.) These million exhaustees each year represent about 3 percent of 
the covered labor force and about 20 percent of all claimants. 

Are 1 million exhaustees too many? Is an exhaustion ratio of 20 percent 
too high? The data do not of themselves supply the answer: they have to be 
evaluated by some norm. In the case of the benefit amount there was available 
a norm which could claim wide support—nondeferrable expenses. There is no 
comparable norm in the case of benefit duration. Some direction, however, can 
be obtained from a study of the characteristics of those for whom the current 
duration provisions have proved insufficient and who are the ones most likely 
to benefit from an extension of duration. 

Seventeen States have conducted studies of exhaustees. All but two of the 
studies covered periods of normally high employment (between 1954 and 1956) 
and therefore are relevant for our purpose. The studies showed that, as com- 
pared with all claimants, exhaustees tended to be older and to belong to lower 
wage groups; a considerable number were female. Thus they tended to belong 
to the fringe rather than the core of the labor force. Nevertheless, about half 
of the exhaustees were male, and of these about half were under 45 years of 
age. (Males under 45 generally belong to the core of the labor force.) 

The studies also showed that 2 months after exhaustion over 85 percent of 
the former exhaustees were still in the labor force, and over one-third of 
these had found employment. This is evidence that they genuinely belonged to 
the labor force. The evidence must be balanced, however, by the observation 
that the data consists of answers given by the exhaustees themselves in response 
to mailed questionnaires. What little information we have on nonworking 
violators indicates that while they are not likely to constitute more than 3 
percent of all beneficiaries, they can constitute as high as 25 percent of the 
beneficiaries who draw benefits for extended periods. 

It is relevant to the problem of setting a standard of duration to note that 
to make benefits available does not necessarily mean that they will be used. 
New Hampshire and Florida illustrate the point. During 6 years, 1952-57, New 
Hampshire offered claimants an average potential duration of 26 weeks; Florida, 
an average potential duration of 14 weeks. During the same period. New 
Hampshire claimants had an average actual duration of 11.1 weeks; Florida 
claimants, an average actual duration of 9.4 weeks. A 12-week difference in 
potential duration resulted in only a 1.7 weeks’ difference in actual duration. 

To sum up the evidence relating to duration: Even in normal periods, the 
protection currently provided (about 24 weeks) is inadequate for substantial 
numbers of claimants who seem to be genuine members of the labor force. 
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Moreover, since in normal periods relatively little of the increased potential 
duration is actually used, a great deal of added protection ean be purchased at 
relatively low cost. On the other hand, there are certainly more nonworking 
violators among these exhaustees than among other claimants, and there 
are many exhaustees who, although genuinely in the labor force, need a form 
of assistance different from unemployment benefits. If the regular program 
is to be kept as a program for shortrun unemployment during normal periods, 
2 weeks of benefits is about the maximum it ought to provide—always assuming 
that another program is available for situations (either places or times) in 
which unemployment is abnormal. A Congressman ruminating on the evidence 
might conclude that a good case can be made for and against the proposed 
standard but that on the whole 39 weeks of duration is excessive for the regular 
program (yet it is inadequate for periods of depression). 

Strengthening the total economy.—The second major norm for judging 
whether the proposed standards are desirable in themselves is their impact on 
the economy. Unemployment benefits can have both favorable and unfavorable 
effects on the demand for labor and the supply of it. Unemployment benefits 
can improve the demand for labor by replacing lost consumer purchasing power 
(in the local community or in the Nation) and by putting employers under 
financial pressure (through experience rating) to stabilize their hiring policies. 
Benefits Can improve the supply of labor by preventing the dispersal or the 
downgrading of skilled workers during temporary layoffs. 

These favorable effects may be offset to some extent by other effects. The 
impact of benefits on demand may be undesirable during times of inflation inso- 
far as benefits constitute added purchasing power to which there corresponds 
no production. Unemployment benefits may have an undesirable effect on the 
supply of labor insofar as they either prevent unemployment from performing 
its natural function of restraining exorbitant wage demands or influence poten- 
tial workers to prefer unemployment to employment. 

All these effects are produced by unemployment insurance at all times, but 
the relative importance of each varies with periods of prosperity and recession. 
During periods of recession the favorable effects undoubtedly outweigh the 
unfavorable, and for such periods the proposed standards are certainly not too 
high; indeed they probably are not high enough. During normal periods the net 
effect of the proposed standards would probably be favorable in the case of the 
benefit amount but might easily be unfavorable in the case of duration, especially 
since the proposal is to make this duration uniform for all claimants. 


IS FEDERAL INTERVENTION DESIRABLE? 


Even on the assumption that the proposed standards are desirable in them- 
selves—in terms of their effects on the individual and on the economy—there 
remains a further question: Should the Federal Government impose the stand- 
ards on the States? I see two principal arguments for Federal intervention and 
two against it. 

For Federal standards.—The first argument in favor of Federal intervention 
is that the State legislatures do not fairly represent ‘urban, and therefore labor, 
interests. Most of the States have refused to obey their own constitutions, 
Which provide for periodic apportionment. As a result, although 64 percent of 
the population live in cities, they elect only about 25 percent of the State legis- 
lators. Since unemployment insurance is of interest primarily to industry and 
therefore to urban centers, this rural imbalance can constitute a serious obstacle 
to liberalization of the unemployment insurance system. 

The argument has considerable force. It is modified, however, by the obvious 
fact that in the States where labor is most numerous labor has succeeded in 
obtaining the most liberal unemployment compensation provisions. Real eco- 
homic power overleaps the confinements of political forms. Lately, moreover, 
a trend has appeared among the large industrial States to obey their conscitutions 
and to reapportion their legislatures. This trend is likely to continue. 

The second argument in favor of Federal intervention derives from the need 
to offset interstate competition. The money for unemployment benefits comes 
from a tax on employers. If a State raises its benefits, and therefore its taxes, 
it may put its employers at a disadvantage in competition with employers in 
other States. Although interstate competition may be desirable in strictly eco- 
homic areas—-so the argument runs—it is not desirable in the areas covered by 
programs of social welfare. 
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The undoubted force of this argument is modified by two facts. First, the 
States have continually liberalized their programs (see below), especially the 
large industrial States where the great majority of workers live. Second, of all 
the social welfare programs, unemployment compensation is most closely geared 
to the economic process, and to a much greater extent than other welfare pro- 
grams it is properly tied to the competitive struggle. 

Against Federal standards.—The first argument against Federal intervention 
is that the States themselves have done a fairly good job thus far. The basic 
protection provided by the program has not decreased, as is often charged, but 
has increased. A comparison of 1939 with 1957 reveals that the program has 
been liberalized under the States in three important respects. First of all, the 
weekly benefit has increased faster than the cost of living, so that the average 
weekly benefit of today will buy about 40 percent more goods than its 1939 coun- 
terpart. Second, duration of benefits has increased greatly, and this increase, 
combined with the increase in the real value of benefits, has about doubled the 
total real protection provided by the program—an increase of 100 percent. In 
the large industrial States, the increase has been even greater. Third, the wait- 
ing period has been steadily shortened. In 1939 a 3-week waiting period was 
common; now no State requires more than 1 week and five States require no 
waiting period at all. Thus the claimant today as compared with the claimant 
in 1939 starts receiving his benefits sooner, receives them for a longer time, and 
can buy more real goods with them. 

The States make a somewhat poorer showing when measured by the ratio of 
benefits to wages, but here we must distinguish between gross and net wages, 
and in the latter case between the single claimant and the claimant with de- 
pendents. Benefits have not risen as fast as gross wages. In 1939 the average 
weekly benefit represented about 42 percent of gross average weekly wages; by 
1957 the ratio had dropped to about 35 percent. This relationship has signifi- 
cance chiefly when judged by the norm of the effect of benefits on the economy; 
the replacement of a larger proportion of gross wages would help, especially in 
times of recession, to maintain the balance between purchasing power and pro- 
ductive capacity. The relationship has less significance when judged by the 
norm of individual need; here the relationship of benefits to net or spendable 
wages is more significant. The ratio of benefits to net wages was higher in 
1958 than in 1939 for single claimants and was about the same in both periods 
for claimants with dependents up to four. The explanation for these differ- 
ences is to be found, of course, in the Federal income tax, which affects many 
more persons now than it did in 1939 and takes toll from practically all wage 

rners. 
on The second argument against the imposition of Federal benefit standards is as 
important as it is uncertain. According to this argument, to admit any Fed- 
eral benefit standard, no matter how reasonable, is to invite a steady flow of 
standards that will be introduced one by one, year after year, and will eventually 
result in a complete federalization of the program. Up to the present the line 
between Federal and State action has been clearcut: the Federal Government did 
not impose benefit standards. This line of demarcation has acquired something 
of the force of a principle. But once admit in this area a single Federa! stand- 
ard, no matter how reasonable, and the line will no longer be clear cut; the 
principle will have been abandoned and the door will have been opened to a flood 

lly imposed standards. 
Mere 4 vote of the typical Congressman will be determined in large part by 
the respective weights that he assigns to these four arguments. What will de- 
termine the weights that he assigns to the arguments? To some extent, his tech- 
nical understanding of unemployment insurance ; to a greater extent probably, 
his general social philosophy and political coloration. The same will probably 
hold for most of his constituents—and for you, dear reader. 


The Cuamman. Without objection, the Chair will call the repre- 
sentatives of the Actors Equity Association as the next witnesses. 

Mr. Alfred Harding? Mr. Harding, if you will identify yourself 
for the record, please, sir. 
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STATEMENTS OF MISS TALLULAH BANKHEAD; ALFRED HARDING, 
ASSISTANT TO THE PRESIDENT, ACTORS EQUITY ASSOCIATION; 
MISS PEGGY CASS, MEMBER, GOVERNING BOARD, AND EDWARD 
WESTON, MEMBER, EQUITY COUNCIL, ACTORS EQUITY ASSOCIA- 
TION 


Mr. Harvie. Mr. Chairman and gentlemen, my name is Alfred 
Harding. I am assistant to the president of the Actors Equity As- 
sociation. 

It is my privilege to present to you this morning, two of the dis- 
tinguished actresses of the American theater, Miss Tallulah Bank- 
heal and Miss Peggy Cass. 

To recite Miss Bankhead’s credits, I think, would take as much 
time as we had to contribute. 

Miss Bankueap. Filibuster. 

Mr. Harprne. Miss Bankhead is one of the authentic great persons 
of the American theater today. She will present the statement of 
the Actors Equity Association for whom she speaks, 

Miss Bankhead. 

Miss BanKuEap. Thank you so much. 

The Cuatrman. Miss Bankhead, we are pleased to have you. 

Miss Bangkueap. Mr. Honorable Chairman and the other honor- 
able members of the committee, I am very happy to know you and, 
ladies and gentlemen, the same goes for you. 

First, I am going to begin by saying that I was up at 5 this morn- 
ing because they said I had to “A here at 10 o’clock, so I think for that 
reason alone this bill should be passed. 

I have a very charming escort on my immediate right. 

I sprained an ankle two days ago. That is why I had to be slightly 
assisted up here in case you think otherwise. 

I certainly would not say anything derogatory to this special, pre- 
cious committee, but I did not hear a bloody word you said, so I do 
not know whether you are for us or against us; but I have a little 
prepared short thing here and a few names written down that I can- 
not remember and if I do I will probably pronounce them wrong 
even if I have them written down. 

This is a prepared statement not by me, because I cannot pronounce 
any of the words. I ama Mrs. Malaprop and the queen of non sequitur, 
you know, but some of you gentlemen may know that I have been here 
since I was a child. 

My grandfather was in Congress and the Senate for 38 years and 

my father was in Congress for 24 years and was the Speaker, and 
then my uncle, John, his brother, was in the Senate for 12 years. 
They all died in office. And this was 63 years that there was a Bank- 
head voting in both Houses. 
_ T sound all ghostly, don’t I, but it was also the first time up to now 
in the history of America that father and son served in both Houses 
at the same time, so I do not know why you all should make me so 
Hees I have sat on everybody’s knee up here since I was 2 years 
old. 

I had better get to the important thing. 

We are grateful for the opportunity to appear before you today 
and to call your attention to what we feel is an inadvertent gap in 
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the present unemployment insurance system that severely affects our 
profession. 

You are aware that because of the very nature of our industry many 
actors are required to work in more than one State during the course 
of an average year. Due to varying laws which each State adopts 
independently, we find that a total loss of benefits may result to an 
employee so engaged because of the inability or unwillingness of the 
States to cooperate with each other in an equitable way. 

There are two general areas that may illustrate our predicament. 
These are: First, the unwillingness of States to enter into voluntary 
reciprocal agreements. This can best be illustrated in the case of 
New Jersey which has consistently refused to enter into such agree- 
ments although remedial legislation has been before the New Jersey 
legislature several times. On occasion, many actors work in New Jer- 
sey, which is close to their homes in New York, the center of theatrical 
production. Yet, because of New York’s requi:sments of 20 weeks’ 
work (in addition to wages earned) and New Jersey’s refusal to grant 
credit on interstate claims for weeks worked in New Jersey, virtual- 
ly every week worked and every dollar earned in New Jersey is of 
no value to an actor. 

If there were such reciprocity he may have met all requirements 
to qualify in either State, but that is no consolation when one State 
Mea not allow a claim or attempt to share the burden on a fair 

asis. 

Secondly: There is the disparity in base periods between States. 
For example, although both New York and California cooperate 
in a reciprocal agreement, the base periods on which qualifications 
are determined may conflict sufficiently to deny all benefits to a per- 
son applying during a period of variance. Again, an employee, based 
on work in both States, who may have jointly met all provisions in 
terms of money earned and weeks worked, may be left without any 
benefits at all. 

We do not ask that we should be granted special privileges or 
special consideration because we are actors. But on the other hand, 
neither do we feel that we should be disqualified from collecting un- 
employment insurance because our profession requires us to work in 
more than one State of the Union. 

We have two specific recommendations that would conceivably help 
to remedy or at least alleviate this situation : 

1. The enactment of Federal legislation requiring that all States 
have provisions for uniform base periods. 

2. The enactment of Federal legislation that all States be required 
to enter into compulsory reciprocal agreements with all other States. 

Although the enactment of such Federal laws would not solve all 
the problems raised by divergent State laws, we feel that it would be 
an initial and important step in that direction. 

No actor would ever elect to be out of work so that he could “sit 
back” and collect unemployment insurance. It is both a matter of 
love of our profession and of pride in our contribution to the culture 
of our communities and the Nation. 

But on the other hand, the very nature of our work makes unem- 
ployment benefits a great necessity to our members since it provides 
a degree of stability otherwise unattainable. 
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We hope that as you consider ways of extending the present unem- 
ployment insurance structure to include workers not now covered, 
you will also provide for those of us supposedly covered, but inad- 
vertently denied. 

Now, gentlemen, I have never myself collected unemployment in- 
surance. I would like to very much. I hear there are actors that 
sometimes drive up in their Rolls Royces and pick up, is it $36? 

I would also like to say, if I may, sir, that I am not speaking of 
myself but whenever there is a national catastrophe or disaster actors 
are called on. 

Thank God the Salk vaccine has almost cured polio, but there is 
still cancer, heart diseases, lung diseases. There are floods, these 


are awful things that happen, these mad things that go round and 
round and round, 


Mr. Boees. Tornadoes. 

Miss BAnkueap. Tornadoes and even if an atomic bomb gets loose 
up there, the very first people that are called upon to give of their 
time and their health and their talent are the actors. 

Of course, it is you, the public, that gives the money but where 
would we get the money if the people of our profession, from the 
top to the bottom, did not contribute their services ? 

We have telethons of 24 hours when people stay up 24 hours for 
cerebral palsy, for muscular dystrophy, every drastic illness and 
disease, and the actors are always called upon to contribute their 
services and we raise, over a period of many years, millions, I imagine, 
let’s say hundreds of thousands of dollars. Let’s not exaggerate it. 

I do think that you might take that into consideration, too, because 
we are proud of our profession and I think that 90 percent of our 
profession is out of work most of the time. 

I think there is some gentleman here from Equity who technically 
knows these things and could bear me out with this. 

Maybe they should not go on the stage. Maybe you all should not 
be elected to Congress. I do not know, but it is true that it is a 
heartbreaking situation. 

You know how inflation has gone sky high, but they also may have 
mothers or children or other people that they have to, with that small 
thing that is given them, take care of, so that, gentlemen, I do beg 
you from the bottom of my heart to give this your deepest consider- 
ation and kindness and heartfelt generosity and try and help us out. 

I thank you very much for allowing me to come here this afternoon. 

God bless you. 

The Cuarrman. Thank you, Miss Bankhead. 

Mr. Harpine. Would you or the gentlemen of the committee prefer 
to question Miss Bankhead now or shall I present Miss Cass? 

Miss Banxueap. I would be happy to answer any questions that you 
would like to ask me. 

The Crarrmman. Mr. Harding, if you would prefer that both these 
ladies speak before questions by the committee, we will follow that 
procedure. 

Mr. Boces. Let them both speak. ‘ 

The Cuairman. I think it would be better for us to hear Miss Cass 
next. 

Miss Naturally. 
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Mr. Harprnc. Miss Peggy Cass, who is a member of the council or 
governing board of the Actors’ Equity Association. She was also 
nominated this year for the role of best supporting actress in the 
Motion Picture Academy Awards. She is also currently a member 
of the Jack Paar television show and those of you who stay up late 
may recognize her from there. 

Miss Cass. Mr. Chairman and gentlemen of the committee, I am 
very privileged to appear before you and, though I am working now, 
I did collect a lot of unemployment insurance in the days when I was 
down and out. 

My name is Peggy Cass, and I would like to direct the attention 
of this committee to the factor which makes unemployment insurance 
of supreme importance to the performers in the entertainment field. 
I = know of any other group of workers to whom it means so 
much. 

There is no permanent job for any performer in the entertainment 
field. At some time the run of the longest play comes to an end; the 
last reel of every picture is shot; every radio and television program 
is concluded; every nightclub and variety contract is finished; every 
grand opera and concert engagement is closed out. 

And then every performer who worked in any of them has to go 
out and find another job. There is no automatic transition from one 
job to another, even for the most able and talented and respected 
performer. 

If the engagement has been a long one and well paid, the pressure 
may not be immediate. If it has a short engagement, or if there has 
been a long period of unemployment preceding it, then the finding 
of another job is pressing and important. 

The great majority of our people have to find work as quickly as 
possible. They have to go on an endless round of the offices of pro- 
ducers, of casting agents, to remind them of what these performers 
can do—and that they are available for engagement, or, as we say, 
at liberty. If they cannot do it they are cast aside, forgotten. And 
that is tragic for performers who depend on other people’s memories 
for their livelihood. ' 

And that is where unemployment insurance comes to their rescue. 
It enables them to subsist at least, to continue in the entertainment 
field, to find further work and to continue their careers. If actors are 
forced to take other work, outside, in industry, in offices, in stores, they 
cannot make those rounds; their search for work is curtailed and 
hampered. 

But no matter how good or how generous the unemployment in- 
surance benefits may be, they are of value only if they are accessible 
or attainable to the people for whom they were intended. If actors 
cannot qualify for these benefits, then, as far as they are concerned, 
those benefits do not exist. 

The present jumble of State laws deprives a great number of our 
members, and of members of the other performer unions in the en- 
tertainment field, of the ability to qualify for unemployment insurance. 
Left to themselves, we are afraid the States will never work out these 
inequities between them. 

What we are asking this committee and ultimately this Congress 


to do is to adopt legislation under which any performer who works in 
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any sector of this field can have any work he performs anywhere in 
the United States count toward qualification for the unemployment 
insurance he needs so desperately. 

It is a simple request and, we believe, a fair one. We hope that you 
will recognize this and act upon it during this session of Congress. 

Thank you very much. 

Miss BanKkueap. In a of the disaster areas, hurricane was 
the name I could not think of. 

Also Peggy reminded me that even those who are lucky enough to 
be in a long run and a hit do not cut coupons. Naturally, actors, as 
any one, want to work as long as they can, as long as they are well 
enough to and are capable of doing so. As you know, we want to take 
care of our country and are only too happy to pay our income tax, 
but at the end of a long run, you would be surprised how little is left 
for the actor even though he or she has been in an enormous success. 

Maybe I made a mistake in saying that, but that applies to all of 
us. We are not the only ones, by any means. We are all in the same 
boat in that. 

The Cuarrman. Mr. Harding, we thank you, sir, for bringing to 
the committee these two very charming ladies representing the Actors’ 
Equity Association. 

Are there any questions? 

Mr. Foranp. Mr. Chairman. 

The Cuarrman. Mr. Forand will inquire. 

Mr. Foranp. Mr. Chairman, first of all, I want to say that although 
these two ladies profess to be very nervous they have done an excellent 
job in presenting their case. 

Miss Banxueap. Thank you very much, sir. 

Miss Cass. Thank you, sir. 

Mr. Foranp. I am interested in this idea that the actor patong 
in many different States in many instances cannot have the credit of 
his unemployment compensation credited to him unless there is certain 
ow which apparently exists in some cases but does not exist in 
others. 

Am I correct in my assumption that if an actor earns $3,000 in 
New York and $2,000 in New Jersey, having worked 10 weeks in each 
of the two States, you say that they cannot collect any compensation 
because the two cannot be considered as one; is that correct ? 

Miss Cass. You are correct, sir. If you work at the Papermill 
Playhouse in a show for 16 weeks and in New York for 15 weeks, they 
do not blend together. 

Mr. Harprna. May I say, sir, that the only way in which it is pos- 
sible to qualify for unemployment insurance benefits in New Jersey is 
to work in New Jersey. It does not have reciprocal agreements with 
New York or with any other State. 

Mr. Foranp. Are there many States that do not have that reci- 
procity clause? 

Miss Cass. I do believe that Tennessee does not have it, nor Ken- 
tucky, and there is a great big music circus in Louisville and people 
work there for 12 weeks in the summer and it does not count one whit. 

In California, they do have reciprocity. They do have exchange. 
But they have different base limits on the time so that, while New 
York requires 20 weeks of unemployment, it would have to fall 
within the same time limit that California has and sometimes you have 
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to wait 3 months to collect on your California unemployment insur- 
ance. It happened to me once. I am an authority on California 
unemployment insurance. 

Mr. Foranp. That clears up my question. Thank you. 

Miss Cass. Thank you very much, Mr. Forand. 


Mr. Harprne. May | say, sir, that in Pennsylvania and in many 
other States the qualification is based on the first four of the Enitorn 


five quarters of employment, calendar quarters, and that in California 
if you file in the first month of any calendar year, the qualification 
‘there is the first four of the preceding six quarters or 1f you hie in the 
second or third or subsequent months, the first four of the precedi 
five quarters: but, at any rate, between those regulations the time 
that might be counted against qualification in New York or somewhere 
else is lost and the performer canont claim it, and that is a very great 
handicap where you have to get 20 weeks within the 52 weeks preced- 
ing the filing of the claim as in New York. 

The Cnatrman. Are there any further questions? 

Mr. Boggs will inquire. 

Miss Banxueap. (To Miss Cass). What is our unemployment in- 
surance ? 

Miss Cass. $45 a week. 

Miss Banxueap. It used to be $26. Of course, everything has gone 
sky high. You would be surprised that you can support, although 
not with great luxury, a family that would be starving if they did 
not have that. 

Mr. Boces. Do any of you have any information on the average 
length of employment by an actor or actress; the amount of unemploy- 
ment which may exist among actors and actresses ? 

Miss Cass. I think Mr. Weston has that information. 

Miss Banxueap. Mr. Weston is another member. 

The CuarrMan. Give us your name, please. 

Mr. Weston. Mr. Chairman, Edward Weston. I am a member of 
“a equity council and committee member on equity insurance prob- 

ems. 

We have at times compiled statistics as to the number of unemployed 
actors at any given period. It has run as high during the winter 
months as 85 or I believe 90 percent unemployed at one time. 

Miss BANKHEAD. They are the best months, are they not? 

Mr. Weston. The winter months are generally calculated as to 
when the Broadway shows are running. There has been a great 
resurgence in summer stock, musical theaters which employ lar 
numbers of actors, singers and dancers, and during the summer months 
the unemployment picture is much brighter «for actors but it is also 
very brief, those 2 or 3 or 4 months during the summer when many 
actors must depend on that salary to try and last them the rest of the 


ear. 

I would not feel accurate at this point to give you any further 
statistics. I am sure that we would provide the committee with such 
statistics if we may have a few days to compile them and submit them 
to the committee. 

The Cuarrman. Without objection, we will receive that material 
for the record. 

Mr. Weston. I will say that you will have it to the best of our 
ability to compile it accurately. 
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(The information referred to follows :) 


ASSOCIATION, 
New York, N.Y., April 16, 1959. 
Mr. Leo H. Irwin, 
Chief Counsel, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

DeEaR MR. Inwin: Enclosed please find statistics on the employment of Actors’ 
Hquity members as requested by Chairman Mills. This information is part of a 
report prepared for us by the Martin E. Segal Co. of New York, consultants 
in welfare, health, and pension programs, and is dated February 16, 1959. 

}t is possible to determine the total percentage of employment for any given 
period by using the number of actors employed as compared to a fairly constant 
total membership of approximately 10,000. 

I should further call to your attention that these figures are calculated on 
weeks worked under equity contracts only, and do not take into consideration 
employment in other areas of the entertainment industry such as motion pic- 
tures, television, etc. Nor do they account for seasonal fluctuations. 

Should you require any additional information or statistics we will do our 
best to provide what you need promptly. 

I wonder if it is possible for us to have a copy of the official transeript of 
our delegation’s testimony before the committee? I should like to have it for 
our files. 

I further wish to express appreciation, on behalf of our delegation, for the 
courtesy, consideration, and indeed friendliness that you and your entire 
staff extended to us on Monday. It was an experience that I, for one, won't 
soon foregt. 

Sincerely yours, 
Eppie WESTON, 
Chairman, Committee on Unemployment Insurance. 


EMPLOYMENT UNDER ALL Equity ConTRAcTs, 1953-58 SEASONS 


What follows is a summary of the weeks of employment when all types of 
shows are combined. 

The total employment figure for the 1953-54 season represents an understate- 
ment because of a previously noted deficiency in the recorded data with respect 
to stock. However, the data included for that year may be considered depend- 
able with respect to the longer periods of employment (30 weeks or more) since 
the totals reported are hardly likely to be affected to any great extent by stock. 

Here again, the employment can be seem to have increased to the 1955-56 sea- 
son and declined thereafter. The percentage distribution each season with 
respect to duration of employment remained remarkably stable. In the latest 
year, 55 percent were employed for less than 10 weeks, considering all types 
of shows. A total of 24 percent were employed for 20 weeks or more. 


TABLE B-14.—Weeks of employment under equity contracts, 1953-58 seasons 


Weeks of employment 
Total 
Season em- 
ployed Less 10 but 20 but 30 but 40 but 50 or 
than 10 | less than | less than | less than | less than! more 
20 30 40 50 

1953-54: 

13,900 2, 170 7 350 220 200 240 

100 56 18 9 6 5 6 

ee eee 6, 720 3, 830 1, 380 560 470 190 290 

100 57 21 8 7 3 4 
1955-56: 

ede 8, 190 4,910 1, 580 620 380 370 330 

eas ere 100 60 19 8 5 5 4 
956-57 : 

Number... 7, 980 4, 610 1, 600 780 380 380 230 

| Se aes 100 58 20 10 5 5 3 
1957-58: 

0 eee 6, 920 3, 780 1, 520 680 390 300 250 

100 55 22 10 6 4 4 


! Understated because of insufficient stock data, 
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ToraL Equity Earnrnas—1948-58 SEAsoNs 


In putting together the picture of total equity earnings over the 1953-58 period, 
we have thought that it might prove of interest to present this side by side with 
a corresponding tabulation which equity prepared in 1953 for the five seasons 
within the 1948-53 period. The results of those earlier equity figures were 
published in an article by Alan Hewitt in the January 1954 issue of Equity and 
a summary of the results are presented in the upper half of the table which 
follows. 

We want to repeat once again the previous qualifications that employment in 
the four lower brackets of the 1953-54 season are understated in this tabulation 
because of a deficiency of data with respect to stock. 

Over the 10-year period, the total of actors employed has increased from 4,692 
to approximately 6,920. 

Normally, one would expect to find a drift over the 10-year period up into the 
higher earnings brackets. However, while the total number of actors who have 
earned $5,000 to $10,000 a year and better has increased, their numbers have done 
nothing more than generally to keep pace with the overall growth in the number 
of actors employed. The percentage distribution into various earnings brackets 
has been remarkable for its consistency over the years. 

Nore.—In considering this table, the following should be understood : 

1. Data for 1948-53 from previous study by equity. 
2. Data for 1954-58 from present study. 
3. Data for 1953-54 season deficient in data on stock. 


Tas_e B-15.—Total equity earnings, 1948-58 seasons 


Earnings 
Season 
employed $1 but but | $1,000 but | $2,000 but | $5,000 but $10,000 
less than | less than less than | less than | less than or more 
$1,000 $2,000 $5,000 $10,000 
1954 tabulations 

1 4 
Number...-- 4, 692 1, 937 792 563 817 357 226 
100 41.3 16.9 12.0 17.4 7.6 48 
Number... -- 4, 569 1, 593 875 646 897 336 22 
Percent -__.... 100 34.9 19.2 14.1 19.6 7.4 4.9 

1950-51: 
Number. 5,111 1, 905 743 384 221 
Percent. ...-.- 100 7.3 19.4 14.5 16.9 7.5 4.3 

1951-52: 
Number. ---- 4, 867 1, 764 920 779 812 365 227 
100 36.3 18.9 16.0 16.7 7.5 4.7 
Number....- 4, 927 5, 749 1, 000 720 777 429 252 
Percent. ...-- 100 36. 5 20.3 14.6 15.8 8.7 51 

1958 tabulations 

1953-54: 
Number-.--.- 3, 900 1, 650 540 480 620 320 290 
Percent 100 42 14 12 16 7 

1954-55: 
Number..-.-- 6, 720 2, 990 1,140 860 1, 000 430 300 
Percent__..-- 100 44 17 13 15 6 4 

1955-56: 
Number... -- 8, 190 3, 870 1, 480 1, 000 1, 050 510 2380 
Percent. ...-- 100 47 18 12 13 6 3 

1956-57: 
Number_.--.--. 7, 980 3, 060 1, 700 1,190 1, 230 530 270 
100 38 21 15 15 7 3 
Number..: _. 6, 920 2, 120 1, 660 1, 150 1, 100 590 300 
Percent...... 100 31 24 17 16 9 4 

See notes above. 
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Miss Bankueap. May I say something, Mr. Weston? You are an 
expert on this and know all the ins and outs. I do not think there is 
4 summer theater in this country that runs 4 months, I think that 3 
months is an exaggerated time. I think from 2 months to 10 weeks 
is the longest the y oie and on that sometimes they make their liveli- 
hood, you know, for the rest of the year. They do not get the salaries 
that they get in a Broadway show because they are very small theaters. 
Some theaters only hold 600 people and they get very small salaries 
because they cannot afford more, 

The producer has to make his little profit, too, because he may have 
to live for the rest of the year on his summer theater run, you see. 

The Cuamman. Miss Cass, did you have something you wanted to 


say 

Mins Cass. No, sir. I think we have taken up more than the 10 min- 
utes of your time that was allotted to us and we thank you very much. 

The Cuarrman. Are there any further questions? 

If not, we do thank you, Mr. Harding and ladies, for coming to the 
committee. 

Miss BanxuHEaAD. Thank you very much, gentlemen, for your cour- 
tesy and kindness, 

he CuHatrrMan. We are very glad to have had you back here where 

so many of your relatives served with such distinction, Miss Bankhead. 

Miss BaNKuEAD. Thank you, God bless you all. 
aes CuamrMan. Without objection, the committee will adjourn un- 

2 p.m. 

(Whereupon, at 12:45 p.m., the committee adjourned until 2 p.m., 

this same day.) 
AFTERNOON SESSION 


The Cuarrman, The committee will please be in order. 

Our next witnesses represent the Textile Workers Union of America. 

The Chair understands Mr. William Pollock is not present, but Mr 
Stetin and Mr. Cook are here to testify in his stead. 


STATEMENT OF WILLIAM POLLOCK, GENERAL PRESIDENT, AS PRE- 
SENTED BY SOL STETIN, VICE PRESIDENT; AND STATEMENT OF 


WESLEY W. COOK, VICE PRESIDENT, TEXTILE WORKERS UNION 
OF AMERICA, AFL-CIO 


Mr. Srettn. Yes, sir. 
The CuarrMaNn. Will you please identify yourself for the record by 
giving us your name, address, and capacity in which you appear. 
_Mr. Srermy. My name is Sol Stetin. I am vice president of the Tex- 
tile Workers Union of America and its regional director for New Jer- 
sey, Pennsylvania, and Delaware, 
The Cuarrman. Mr, Stetin, I had thought that Mr. Wesley W. Cook 
would accompany you. 
Mr. Sretmn. Mr. Cook is on his way over. I guess traffic is a little 


| slow sometimes and he may be a little late, but he is definitely on his 


way over. 
he CHarrMANn. You are recognized, sir. 
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Mr. Sret1n. I might say at the outset that the reason Mr. Pollack is 
not here is he was called into a position in North Carolina where we 
have a rather long labor dispute. We are trying to settle it, It was 
important to him to be in that situation. 

Federal action to establish minimum standards for the amount and 
duration of unemployment benefits and to provide reinsurance grants 
to States whose reserves have been depleted by heavy drains upon 
their State unemployment insurance trust funds is vital to modernize 
the laws, to equalize competition, to meet the nature of the new unem- 
ployment problems resulting in this age of automation and to imple- 
ment the insurance principle in the unemployment benefit fields. 

The unemployment problem in the textile industry is of such a 

rave nature thatthe shortcomings of the present State standards and 
the difficulties of securing improvements are most sharply projected 
among the workers associated with this industry and in the areas 
where textile workers reside and work. The continuing contraction 
of textile mills, the displacement of hundreds of thousands of workers 
and the continued distress in these areas in the New England, Middle 
Atlantic, and Southern States all conspire to make the present pro- 
visions inadequate. 

The benefits are too low to meet the original intent of the law and 
to keep up with the rising costs of living and wage standards in the 
United States. The duration of the benefits is too short to mect the 
needs of people faced with long-term unemployment. The present 
laws make no provision for applying the insurance principle outside 
of their individual State. By breaking up the plan into separate 
State funds, the sharing of risks is effected within but not among the 
States. It is vital therefore that insurance be applied on a national 
basis. 

The failure of the repeated efforts of the President of the United 
States to secure general improvements in the provisions for unem- 

loyment insurance indicates that reliance upon voluntary appeals is 

utile. They have been made since 1954 but no State has yet come 
close to recommended standards. Asa matter of fact, in 1959 sessions, 
only 11 States enacted any changes in the amount or duration of un- 
employment benefits. Gains in the form of higher payments and 
longer benefits have often been offset by more rigid qualification re- 
quirements. Among the textile States, Georgia adjourned without 
action, Tennessee increased the amount of wages on which benefits are 
computed but made no other changes. Nothing has yet been done in 
North Carolina. 

We are happy to note that the Governors of the following textile 
States have already indicated their support for the proposed legisla- 
tion: Connecticut, Maine, Massachusets, New Jersey, and Pennsyl- 
vania. But the textile States where improvements are most urgently 
needed are not in this list. 

Federal action is needed to humanize the benefits under the act and 
to assure a real insurance program. 

To digress from the statement, I might say at this point that I read 
with much interest the editorial of the New York Times of yesterday 
which in its statement on unemployment says the following: 


Among the palliative measures are those which would give more adequate pro 
tection to the unemployed, both as to benefits and the length of time they are 


paid. 
from 
certa 


T 
prol 
the 
the 
5 pe 
As | 
and 

A. 
war 
suce 
rece! 

Pre 
preci 
much 
are s 
prod 
rate 
noun 
a Wi 
dome 
ened 
has | 
count 

As 
has | 
and 
aver 
worl 
was 
proc 
men 

Tl 
subs 
Eng 
dechi 
ment 

In 
farn 
Unit 
is a 
repr 
Stat 
and 
Main 
vani 
State 
work 
clud 

Tl 
texti 


UNEMPLOYMENT COMPENSATION 569 


paid. The emergency Federal assistance to States has helped, but has been far 
from adequate. A Federal law setting minimum standards for State benefits is 
certainly called for. 

The severity of unemployment in textile communities is great. The 
problems of the textile worker are due to the serious contraction of 
the mills and the disappearance of hundreds of thousands of jobs in 
the industry. Productivity has been increasing at the rate of 4 to 
5 percent a year and this year, it is estimated, at an even higher rate. 
As total production has not increased, many mills have been closed 
and people displaced. No part of the country has been spared. 

The Senate Special Subcommittee under the chairmanship of John 
A. Pastore has concluded that the industry “failed to share in the post- 
war growth which has occurred in our economy since 1947.” It most 
succinctly summarized the problem in the following paragraph of its 
recent report: 

Production has declined slightly, but employment in the industry has dropped 
precipitously as technological change has reduced man-hour requirements by a 
much larger relative amount than the drop in production. Because consumers 
are spending a declining portion of disposable personal income on textile mill 
products, the aggregate domestic demand for textiles has increased at a slower 
rate than the rate of population growth. Meanwhile there has been a pro- 
nounced decline in the industrial demand for textiles due to the substitution of 
a wide variety of nonwoven materials for textile mill products. Finally, the 
domestic textile industry has lost two-thirds of its export market due to height- 
ened competition in the world market for textiles, and at the same time there 
has been a substantial increase in the flow of textile mill products into this 
country from abroad, 

As a result of these developments unemployment in textile areas 
has been exceptionally severe, affecting a large part of the labor force 
and extending for long periods of time. In January 1959, when the 
average rate of unemployment for all nonfarm wage and salary 
workers was 7.3 percent, the unemployment rate in the textile industry 
was 10.3 percent. In February 1959, the industry employed 860,000 
production workers, a reduction of 403,000 jobs from the peak employ- 
ment level achieved in February 1951. 

This marked decline affected all sections of the country in which 
substantial numbers of textile workers are employed. While New 
England and the Middle Atlantic States have suffered the greatest 
declines, the South has also had a considerable drop in textile employ- 
ment (table 1). 

In States where textiles comprise a large portion of the total non- 
farm jobs, unemployment tends to be appreciably higher than the 
United States average. In the latest week for which information 
is available (week ended March 21, 1959) insured unemployment 
represented 5.4 percent of average covered employment in 14 major 
textile States, compared to an average of 5 percent for the United 
States as a whole (table IIT). The disparity between textile areas 
and the national average was particularly marked in States like 
Maine, with an insured unemployment rate of 8.4 percent; Pennsyl- 
Vania, 8 percent; and Rhode Island, 6.8 percent. These figures unc er- 
state the severity of the unemployment in textile States becs use 
workers who have exhausted their unemployment. benefits are not in- 
cluded as unemployed. 

The State averages do not tell the full story of the seriousness of 
textile unemployment. Textile mills are generally located in small 
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towns, far from other centers of industrial employment. Textile 
workers who lose their jobs have scant opportunity for alternative 
cmap in their labor market areas since they tend to be single- 
industry communities. An examination of the available statistics on 
unemployment in particular labor market areas reveals the shock- 
ingly aig rates of unemployment prevailing in textile areas, because 
they really tell a story (table ITT). 

In virtually every State with substantial textile employment there 
are textile areas suffering from unemployment rates of more than 10 
percent and in five States unemployment rates in textile areas are as 
high as 15 percent. In Maine, the Biddeford-Sanford area has an 
unemployment rate of 21.2 percent. Other textile communities with 
extremely high unemployment rates are to be found in Connecticut 
(Danielson, 12.3 percent), Rhode Island (Providence, 10 percent), 
Massachusetts (North Adams, 14.9 percent), New York (Amsterdam, 
18 percent), New Jersey ( Paterson, 9.1 percent), Pennsylvania 
(Wilkes-Barre-Hazelton, 18 percent, and Scranton, 16.8 percent), 
Maryland (Cumberland, 13.2 percent), Virginia (Roanoke, 10.2 per- 
cent), West Virginia (Parkersburg, 8.4 percent), North Carolina 
(Rockingham-Hamlet, 21.4 percent), Tennessee (Murfreesboro, 11.2 
percent), Mississippi (Greenville, 8.1 percent), Alabama (Alexander 
City, 11.5 percent). 

Sorat of the drastic character of the contraction of employment 
in the textile industry, unemployment tends to be of longer duration. 
When a mill is liquidated, particularly if it is in a single-industry 
town, the displaced workers have considerable difficulty in finding 
jobs. As noted by William H. Miernyk in his study of the experience 
of 1,075 workers displaced by the closing of six New England textile 
mills— 
the protracted decline in textile employment and the relative immobility of the 
displaced workers have produced a considerable amount of persistent unem- 
ployment in many textile centers in New England. The problem is not being 
solved by the growth of new industry in the region. * * * Nor can this un- 
employment be regarded as a temporary phenomenon. * * * There is no reason 
to expect a larger proportion of displaced workers to be absorbed by other 
industries in the future. (William H. Miernyk, Inter-Industry Labor Mo- 
bility, Northeastern University, 1955.) 

A large part of the unemployment of textile workers has been caused 
by mill closings. Since the war, at least 776 textile mills have been 
liquidated, displacing 216,000 workers (table IV). 

IT might add that at least 200,000 more workers have disappeared 
from this industry due to technology, mechanization, or call it some 
form of automation. Many of these mills were located in predomi- 
nantly textile areas, where employment in the remaining mills was 
declining. The difficulties encountered by displaced workers in find- 
ing work are indicated by the fact that only 45 percent of the former 
mill workers contacted by Miernyk in his surveys of six closed mills 
were at work at the time of his surveys (usually a considerable time 
after the closing of the mill). Women and older workers had partic- 
ular difficulty in finding jobs. Sixty-five percent of the displaced 
females were unemployed at the time of Miernyk’s surveys. More 
than half of the workers that found new — were under 45 years of 
age, while only 29 percent of the unemployed were 45 years of age 
or under, meaning the older people just couldn’t get a job. 
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Persons who have no intimate knowledge of the problem of chronic 
unemployment have argued quite casually that the people should move 
rather than stay in areas where opportunities for employment are slim. 
The workers should move on. Actually, many workers do move away. 
Unfortunately for the future of these communities, it is the young 
and unattached who do so. This mobility solves the problem for the 
few but not the difficulties of the many, the older ones. 

There is a high mobility among textile workers. They have joined 
the mass movements which have built up the Western States, Florida 
and Michigan. But the process is a slow one. The average popula- 
tion increase for communities which have become chronically dis- 
tressed is smaller than the remainder of the country, but the loss is 
not great enough to change the condition. It must be understood 
that there are many obstacles to such movement. There are strong 
local attachments, particularly among the middle-aged and older 
persons. They have become accustomed to their ways of life and have 
acquited a long term investment in homes and in their skills and 
acquaintances. 

We already enjoy a high rate of mobility within the United States 
and it is unlikely that we could absorb a much higher rate than now 
exists. 

The need for Federal standards, gentlemen, is great. 

It is evident from the statistics on unemployment that textile work- 
ers have borne an inordinate share of the burden of jioemnee in 
our dynamic economy. It would be fitting that special provision be 
made to meet the needs of these distressed workers. However, under 
the present system of State-determined unemployment benefits, tex- 
tile workers actually suffer from discriminatory treatment. The 
amounts of their benefits are generally lower than in nontextile States 
and the maximum durations of benefits are inadequate to tide them 
over until they can find work. It is grossly unfair to deprive these 
long-suffering workers of the protection of an American standard of 
unemployment compensation. The textile States have demonstrated 
their inability or unwillingness to establish decent standards. It is 
time the Federal Government set such standards and put an end to 
the inequitable practice of providing the most niggardly unemploy- 
ment benefits to those most in need. 

The maximum basic weekly benefit provided in textile States varies 
from $26 to $45, with only two States (Connecticut and New York) 

roviding more than $36. In the southern textile States the maximum 
asic weekly benefit is particularly low, ranging from $26 to $30. 

If you will refer to table V, it graphically illustrates it here. 

In nontextile States, higher maximum benefits are common: 6 
States provide a maximum of $40 or more and a total of 10 States 
(other than textile States) provide a maximum of more than $36. 
Moreover, 7 of the 14 textile States the average weekly benefit was 
less than $24 whereas only 3 of the 36 nontextile States had average 
benefits of less than $24. The average weekly benefit of the southern 
textile States was $22.41. Most of the nontextile States (20 out of 
36) had averages of $28 or more compared to only 6 of the 14 tex- 
tile States. 

A measure of the inadequacy of existing benefits in a major textile 
area is provided by a survey conducted by the Bureau of Employ- 
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ment Security in the Anderson-Greenville-Spartanburg, S.C. area in 
the spring of 1957. The report of this survey shows that the family 
of a typical claimant in this area who had been unemployed for 6 or 
more successive weeks, suffered a markedly greater reduction in cash 
income during unemployment than the reduction which could be made 
in cash outlay. For a one-person household (single claimant) the 
decline in cash income during unemployment was from $178 a month 
to $92, a reduction of 48 percent, compared to a reduction in cash 
outlay of 16 percent (from $153 to $129). For a four-person house- 
hold with claimant as head of the household, cash income was cut 
from $302 to $173 a month (a decline of 43 percent) compared to a 
decline of 10 percent in cash outlay (from $276 to $248). 

The severity of the privations suffered by the families of unem- 
ployed workers in this area is further indicated by the fact that the 
average weekly benefit received by the head of a four-person house- 
hold ($25) covered only 72 percent of the family’s cash outlay for 
food, shelter, utilities, and medical care ($32) and only 40 percent 
of total cash outlay. In one-person households (single claimants), 
the average weekly benefit of $21 covered cash outlay on food, shelter, 
utilities, and medical care ($18) but amounted to only 70 percent of 
total cash outlay ($30). 

The average amount of benefits received by claimants in the Ander- 
son-Greenville-Spartanburg, S.C. area ($61 a month) represented 
only 28 percent of the wages received before unemployment in the 
case of the typical head of a four-person household ($220 a month) 
aud 37 percent of the wages of single claimants in one-person house- 
holds ($163 a month). 

The maximum duration of benefits under State laws is clearly 
imadequate to meet the needs of textile workers. This is evident from 
the large proportion of claimants in textile States who exhaust their 
benefits. In the first 8 months of 1958, 690,986 claimants in textile 
States comprising 29.4 percent of the total, exhausted their benefits 
{table VI). In half of the 14 major textile States, one-third or more 
of the claimants exhausted their benefits, which exhaustion rates of 
more than 40 percent recorded by Alabama (46.5 percent), Virginia 
(45.4 percent) and Tennessee (42.7 percent). The exceptionally high 
exhaustion rates in the States reflect the limited duration of benefits 
permitted by their laws (20 weeks in Alabama, 18 in Virginia, and 22 
in Tennessee). 

The most frequent maximum duration for benefits provided in tex- 
tile States is 26 weeks. Eight States have this provision and one pro- 
vides a maximum of 30 weeks (table VII). The five remaining major 
textile States provide a maximum of 18 to 22 weeks. A maximum 
period of 39 weeks is essential to provide a measure of protection 
which textile workers need to help them meet the difficulties faced in 
an era of contracting textile employment in distressed communities 
where alternative employments are difficult, if not impossible, to secure. 

I might say here that for textile areas even 39 weeks is not enough 
because we find as an example in the State of Pennsylvania, even 
though there are only 500,000 people out of work, which is a lot. I 
shouldn’t put it that way, but I mean compared to the number of 
people that are collecting surplus foods. There are 900,000 people 
collecting surplus foods in the State of Pennsylvania, which means 
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400,000 of those have worked, which means that 500,000 are probably 
collecting unemployment and still have to go and get surplus foods, 
and if we want to create some sort of dignity in human beings we have 
to create an atmosphere where there is an insurance system that pro- 
vides them either a job or a decent amount of payment so that they 
don’t have to go to relief and they don’t have to go to surplus foods 
in order to get along. Special reports are going to be presented to you 
on Roanoke, Va., and later on the very serious problem in Biddeford, 
Maine, to illustrate the effect of plant closings on the lives of textile 
workers. 

Congressmen, Federal reinsurance grants are sorely needed. A 
Federal system of unemployment compensation is important, for 
the impact of unemployment on the various States is extremely un- 
even. Shifts in consumer demand, the development of new _tech- 
nology and the exhaustion of natural resources have markedly differ- 
ent eilects on State industrial employment patterns. As a result, un- 
employment tends to be concentrated in particular localities. Under 
the present system of separate State financing of unemployment com- 
pensation, individual States suffering from continuous heavy pay- 
ments have depleted their reserves while huge accumulations piled up 
in other State funds. In 1958, two States had to borrow from the 
Federal loan fund, while reserves of almost $7 billion were retained 
in the other States. 

The recent experience of Rhode Island and Pennsylvania are indica- 
tive of the difficulties faced by States with serious unemployment prob- 
lems under the separate State fund setup. During 1958, the ratio of 
reserves to annual taxable wages in Rhode Island fell from 4.3 per- 
cent to 3.9 percent and in Pennsylvania from 3.6 percent to 1.5 per- 
cent while the average ratio for all States was maintained between 
6.3 percent and 7.4 percent (table VIII). In January 1959, the 
Rhode Island ratio had dropped to 3.7 percent and Pennsylvania to 
1.2 percent, while the U.S. average stood at 6.1 percent. 

A Federal system of reinsurance is needed to pool the risks of un- 
employment throughout the Nation. Application of this basic insur- 
ance principle would place the financing of unemployment benefits on 
a sound and equitable basis. 

In conclusion, I feel existing provisions for protecting workers 
against the hazards of unemployment are inadequate and inequitable. 
The werkers in States which have the most need for higher benefits 
actually receive the least protection. Their weekly benefits are far too 
low to meet their needs. The duration of their benefits is so limited 
that millions of workers exhaust their benefits and are compelled to 
rely on the charity of friends and families of public relief. The re- 
serves of States suffering from heavy unemployment, like Pennsyl- 
vania, for example, and in my own area, are very serious when they 
are depleted. 

Federal action is imperative. The unemployment insurance sys- 
tem must be restored to its original purpose—to provide American 
workers with benefits adequate to preserve their dignity and self-re- 
spect during periods of unemployment. A Federal system of reinsur- 
ance grants must be developed to give reality to the principle of in- 
suring the risks of unemployment. 


in 
ly 
or 
sh 
de 
he 
th 
sh 
ut 
a 
n- 
he 
e- 
or 
nt 
of 
ad 
he 
1) 
e- 
ly 
m 
ir 
le 
ts 
re 
of 
ia 
rh 
ts 
X- 
or 
m 
n 
e. 
n 
I 
vf 
le 
1S 


574 UNEMPLOYMENT COMPENSATION 


Just in case I did not make it clear, this was Mr. William Pollock's 
statement, the president of our organization. 

The Cuarrman. Mr. Stetin, we appreciate your coming to the com- 
mittee in the absence of Mr. Pollock to give us the benefit of his state- 
ment on this subject. 

Without objection, the tables which are appended to your statement 
and referred to by you will be included in the record at this point. 

(The tables referred to follow :) 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, NEw York, N.Y. 


TaBLe I.—Employment in the textile mill products industry, by State, February 
1951 and January 1959 


[Thousands] 


Employment (wage e, February 


Ch 
and salary workers) 1951-January 1959 


Region and State 
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1951 1959 


United States! 
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Middle Atlantic 


| 
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1 Data include States not shown separately. 
2 December 1958. 
3 Production worker employment. 
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TABLE II.—Insured unemployment as a pervent of average covered employment, 
week ended Mar. 21, 1959 


Percent 
United States . 0} Textile States—Continued 

Textile States " Middle Atlantic—Con. 

New Jersey 

Pennsylvania 


Now Hampshire 

Massachusetts Virginia 

Connecticut ‘ North Carolina 
6. 8 


1 Unweighted average. 
Source: Bureau of Employment Security, U.S. Department of Labor. 


III,—Teztile areas of substantial labor surplus January 1959 


NEW ENGLAND 


Maine: 
Biddeford-Sanford ? (January 1959) 
Lewiston-Auburn (February 1959) 
Portland * (January 1959) 
Vermont: Burlington (June 1958) 
Connecticut: 
Danielson ? (January 1959) 
Norwich (January 1959) 
Thompsonville (January 1959) 
Rhode Island: 
Providence * (November 1958) 
Newport ? (September 1958) 
Massachusetts: 
Brockton * (January 1959) 
Fall River ? * (January 1959) 
Fitchburg (January 1959) 
Lawrence (January 1959) 
Lowell 2 * (January 1959) 
New Bedford * (January 1959) 
North Adams ? (January 1959) 
Plymouth (January 1959) 
Southbridge-Webster (January 1959) 
3 (January 1959) 
unton (January 1959) 
Ware (January 1959) 
Worcester (January 1959) 


rrp 
NWO 


New York: 
Amsterdam (July 1958) 
Auburn (September 1958) 
Gloversville (August 1958) 
Utica-Rome * (November 1958) 

New Jersey: 
Paterson * (January 1959) 
Phillipsburg (November 1958) 

Pennsylvania: 
Allentown-Bethlehem-Easton * (January 1959) 
Berwick-Bloomsburg ? (November 1958) 
Lewistown ? (November 1958) 
Reading * (January 1959) 
Scranton 2 
Sunbury-Shamokin- Mount Carmel ? (September 1958) 
Wilkes-Barre-Hazleton ? * (January 1959) 
Williamsport (July 1958) 
York (January 1959) 


See footnotes at end of table, p. 576. 
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TasB_e III.—Tevtile areas of substantial labor surplus * January 1959—Continued 


SOUTH 


Maryland: Cumberland 2 (August 1958) 
Virginia: 
Radford-Pulaski ? (December 1958) 
West Virginia: 
Martinsburg (October 1958) 
Parkersburg (December 1958) 
North Carolina: 
Fayetteville ? (January 1959) 
Hendersonville (January 
Kinston (January 1959) - 
Lumberton (January 1959) ______- 
Mount Airy 2? (January 1959) 
Raleigh (January 1959) 
Rockingham-Hamlet (January 1959) 
Rutherfordton-Forest City ? 
Shelby-Kings Mountain ? (January 1959) 
Waynesville ? (January 1959) 
Tennessee: 
Bristol-Johnson City-Kingsport (September 1958) 
Chattanooga * (January 1959) 
Knoxville ? § (January 1959) 
Memphis (January 1959) 
Murfreesboro (April 1958) J 
Georgia: Toccoa (September 1958) 
Mississippi: Greenville (August 1958) 
Alabama: 
Alexander City (August 1958) 
Anniston (December 1958) 
Florence-Sheffield (December 1958) 
Talladega (December 1958) 


m 


Oregon: Pendleton (November 1958) 


1 Six percent or more of labor force unemployed; figures in parentheses are latest available unemployment 
rates 


2 Would be eligible for assistance under Douglas bill as of January 1959. 
3 Major area. 


Source: Bureau of Employment Security. 
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Taste I1V.—Number of mills and employees involved in textile mill liquidations, 
by industry branch, 1946-58 * 


Cotton-rayon Woolen and Dyeing and 
worsted finishing 2 


Mills | Employ- Employ-| Milis | Employ- 
ces 


EESSSE55 


1 Includes only cotton-rayon, woolen and worsted, and dyeing and finishing plants. 
2 Excludes small New York City area dyers, 
* Excludes narrow fabric mills. 


TasLE V.—Macimum basic weekly unemployment insurance benefit amounts and 
average weekly benefit amounts 


Maximum Average 
basic weekly weekly 
benefit, 
Dece nher 
1958 2 


United States___. 
Textile States 


New England 


Rhode Island 


1 Excludes dependents’ allowances, 
§ For weeks of total unemployment. 
* Unweighted average. 


Source: Bureau of Employment Security, U.S. Department of Labor. 
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Taste VI.—Evhaustion of regular State unemployment insurance benefits, Jan. 1 


to Sept. 1, 1958 


Number of 
exhaustees 


Exhaustees 
as & percent 
of claimants 


United States 
Textile States 
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New England 
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1 Unweighted average. 
Source: Bureau of Employment Security, U.S. Department of Labor. 


TaBLe VII.—Duration of unemployment benefits under regular State laws 


Maximum 
number of 
weeks in 52- 
week period 
(as of August 


Average 
weeks of 
benefits re- 
ceived by 
exhaustees, 
1957 
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Textile States 


New England-.- 


& 


~ 
to 
= 


Virginia 
North Carolina 


1 Unweighted average. 
Source: Bureau of Employment Security, U.S. Department of Labor. 
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TABLE VIII.—Ratios of reserves to annual tarable wages, Rhode Island, 
Pennsylvania, and the average for all States, 1958-59 
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Source: Bureau of Employment Security, U.S. Department of Labor. 


The Cuamman. Do I understand you to say that Mr. Cook also 
wanted to make a statement ? 

Mr. Sterry. Yes, Mr. Cook is here and he has a statement to make 
at this time. 

The Cuatrman. Mr. Cook, before you begin, I notice your statement 
is some 20 pages. We have allotted Mr. Pollock 20 minutes and we 
have already consumed 30 minutes. How much time will it take you? 

Mr. Coox. I will try to do it in 5 minutes. 

The CuarrmMan. Your entire statement will be included in the 
record. 

Mr. Coox. The statement speaks for itself and it is, as a matter of 
fact, a statement of a concrete example of the type of case which is 
stressed in the statement of Mr. Pollock. 

The Cuarrman. Mr. Cook, identify yourself first for the record. 

Mr. Coox. Wesley W. Cook, residence at 58F Crescent Road, Green- 
belt, Md., with offices in Washington at 1025 Vermont Avenue NW. 

The CuarrMan. You are recognized, sir. 

Mr. Coox. The Roanoke plant was a substantial plant at the time 
that it shut down on October 19, 1958. The plant employed approxi- 
mately 2,300 people. We made a survey at the end of that month and 
the first half of November. We sent out an extensive questionnaire 
to which we had nearly 1,400 replies. The exact figures are in the 
statement. We submitted to the Senate subcommittee which was 
studying the problems of the domestic textile industry a full statement 
of the results of that survey, and if I may, sir, I would like to submit , 
a copy so that you can compare it with this resurvey and the present 
status. 

bh CuarrMan. Without objection that will be included in the 
record. 

(Mr. Cook’s prepared statement follows :) 


TESTIMONY Of WESLEY W. Cook, Vice PRESIDENT AND Director oF SYNTHETIC 
DIVISION, TEXTILE WoRKERS’ UNION oF AMERICA, AFL-CIO 


Mr. Chairman, my name is Wesley W. Cook. I reside at 58F Crescent Road, 
Greenbelt, Md. My office is at 1025 Vermont Avenue NW., Washington, D.C. 
Iam a vice president of the Textile Workers’ Union of America, AFL-CIO, 
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I appreciate this opportunity to appear before this very important committee 
of our Congress. Other witnesses have presented to you the overall picture, the 
overall data, on the situation bedeviling so many of our people because of the 
economic recession and failure of employment to rise as well as the stock market 
has, and because of the statutory gap between old legislation and current needs, 
I want to give you a specific situation to consider. 

The specific situation I am here to tell you about is not unique. It is not the 
worst that could be found. It could be duplicated, with many variations in 
detail, in dozens of other communities and by workers in other industries and 
represented by other unions. It just so happens that our union conducted a 
massive study of this particular situation last October and November in order 
to prepare informative testimony for the Senate Commerce Subcommittee on the 
Problems of the Textile Industry. 

By sending out a supplementary questionnaire late last month to update our 
information, we are in position to give you the hard facts about this situation 
I am about to discuss. 

At this point, Mr. Chairman, in order to avoid repetition of the earlier mate- 
rial and to make this matter available to this committee, I ask permission to 
file as part of my testimony and supplementary to it the statement we developed 
out of the October-November survey. It is crammed with information that will 
help this committee in its deliberations, not only on this bill but also on other 
social security matters, including OASI and the public assistance programs. 
Thank you. 

THE ROANOKE STORY 


Roanoke, Va., is the locale. Since 1917, one of the largest and most important 
employers in Roanoke had been the American Viscose Corp. plant there—a rayon 
yarn producer. Up through July 1957, the “chemicals” category was the largest 
single manufacturing employer in Roanoke. Now it has disappeared as a sepa- 
rate category in official data and is part of “all other,” it is so small. In Roa- 
noke, “chemicals” meant Viscose plus about 200 in other companies’ small plants. 
Today all chemicals employment there totals about 150. 

At its peak, back in 1929, Viscose employed 5,500 in Roanoke. In 1941 there 
were changes in the processes used, and a drop in the payroll to about 3,600, 
From then on, there was very little new hiring; just layoffs and recalls of em- 
ployees as needed, with the exception of 1956 when some young people were 
hired. 

The rapid shrinkage in the market for the textile type viscose yarn—major 
product of this plant—plus such factors as chaotic pricing and overcapacity in 
the industry—these and other factors led to the announcement by the American 
Viscose Corp. on August 4, 1958, that the Roanoke plant would be shut down per- 
manently. The corporation operates other plants elsewhere, and our union rep- 
resents the hourly rated employees at the various plants, including those at 
Roanoke. 

During the past several years the Roanoke Viscose payroll dwindled steadily, 
when you take the average payroll for the years from 2,449 in 1955 to 2,362 in 
1956 to 2,138 in 1957. On August 4, 1958, there were 1,750 people in the plant. 
By December 31 there were only 169. There has been a large layoff of the people 
in the remaining production departments since then—as recently as the end of 
March—so that today as I speak to you what is left in the plant is largely a main- 
tenance and office force of 136 people—53 salaried and 83 hourly rated, and 21 
of these 83 will be out of there the day after tomorrow. 


GAVE LONG YEARS OF SERVICE—-NOW JOBLESS 


Now, the important thing you have to realize about this plant is that more than 
half of the people on the payroll when the shutdown announcement was made 
were employees with 30 or more years seniority—30 or more years service—in 
that plant. More than half of the people were age 50 or over. Most of these 
people had worked for this one company all their working lives. They built a 
splendid reputation in the community, as good workers, as good citizens, as good 
neighbors. 

Go into Roanoke, ask businessmen, ask Government officials, ask anyone you 
meet, about these Viscose workers, and you will hear the warm respect for them. 

But their source of a livelihood, for many of them since they weer teenagers 
or in their early twenties, is gone now. In a number of cases, two, three, or-more 
persons in the same family all worked in that plant. All the eggs in that basket 
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have been scrambled; husband and wife, brothers and sisters, parents and chil- 
dren, all jobless. 

This closing down of the plant—and the dwindling process that preceded the 
August 4, 1958, announcement—came at the same time that other companies in 
Roanoke were laying off large numbers of workers. The Norfolk and Western 
Railroad, largest employer in Roanoke, with the general offices and great loco- 
motive and car building and repair shops located there, started a dieselization 
process and a mechanization of the offices as well, that caused the layoff of 
2400 over a 12-month period; General “lectric’s new plant in Roanoke laid off 
600 only a couple of years after the plait came to town in 1955; other layoffs 
occurred. 

Roanoke metropolitan area—the cities of Roanoke, Salem, Vinton and the rest 
of Roanoke County, of which Roanoke is the main center—had 1,400 unemployed 
in November 1956. In October 1958 there were 5,600 unemployed there, using the 
Virginia State Employment Service published data. We are informed that VSES 
is revising its Roanoke unemployment data starting with September 1958 and 
that the revised data will be published in about a week or so. The revision is 
occurring because the Viscose unemployment is so large that the Virginia analysts 
have decided it distorts their total. Therefore, we are giving this committee 
both the published and the revised figures for the 15th of the named months. 
Both sets are seasonally unadjusted. 

The published data: September 1958, 5,100 or 7.6 percent of the labor force 
were jobless; November 1958, 5,900 or 8.8 percent; January 1959, 6,800 or 10.2 
percent; March 1959 (not yet published but on the same basis) 6,700 or 10.0 
percent. 

The revised data (not yet published): October 1958, 4,950 or 7.4 percent; 
November 1958, 5,525 or 8.3 percent; January 1959, 6,500 or 9.7 percent; and 
March 1959, 6,375 or 9.5 percent. 

Using either set of figures, we see here a cold statistical expression of the fact 
that about 1 out of every 10 workers in the Roanoke area is jobless and in trouble. 
Thousands of families are in trouble. 

Into this deteriorating job market, and contributing to its worsening, the Vis- 
cose workers were dumped. With jobs at a premium and employers either un- 
able to hire or in a position to pamper their prejudice against older workers, most 
of the former Viscose workers—perhaps 3 out of 4—have been unable to find 
work. Some have left the area. Some have found work at much lower pay. 
Many of them, and their dependents, have had a hard time—and have had to 
give up, or lose, cherished possessions and a decent standard of living. The 
supplementary material details this. I hope committee members will read it. 


SURVEY FINDINGS 


In our October-November 1958 survey, we found that out of the 1,397 people— 
61.2 percent of the entire plant payroll—who responded to our questionnaire, in 
‘arly November 57.2 percent were jobless and seeking work. That is, 56.6 percent 
of the men and 58.7 percent of the women. Remember, please, that at that time 
15.5 percent of the total respondents, or 216, were still working in the Roanoke 
Viscose plant. ; 

At that time, 778 workers—55.7 percent of the respondents, and 65.9 percent of 
those respondents not still employed in the Viscose plant at the time of re 
sponse—had used unemployment compensation, and 75 of them seemingly had 
exhausted their benefit rights. 

As this committee wel knows, in the State of Virginia the maximum weekly 
henefit any jobless worker can draw is $28, and he or she may not draw this or 
any unemployment compensation benefit more than 18 weeks in any 52-week 
benefit year. Virginia does not have the temporary unemployment compensation 
extension program; it has neither its own temporary unemployment compensa- 
tion nor participation in the 1958 Federal temporary unemployment compensation. 
It is 18 weeks, period. 

Now, in order to develop the data for this hearing, we sent out a supplementary 
questionnaire March 22—as late as we could in order to get reasonable up-to- 
date data and yet timed so that we could process enough returns to get an accu- 
rate picture for you in time for these hearings. Because of this time element, 
plus the fact that most of these people had already replied to the first, main, 
questionnaire only 3 months ago, and some had left the Roanoke area since then 
and the mails took longer to find and reach them, and, for other reasons perhaps, 
we had a smaller response to the second questionnaire. Counting just the.returns 
within 2 weeks after we mailed the questionnaire, we had a 32.6-percent response, 
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or just under one out of three. I believe that any pollster will tell you that that 
is not a bad response, at all. 

What do we find is the situation today, as indicated by this March 22 question- 
naire? Of the 738 responses that we had time to count and classify: 

One hundred and fifty-one—20.5 percent—were working (15 more were 
working at the time of the questionnaire but had been given furlough dates 
prior to this hearing; they were workers in the remaining production de- 
partments in the Viscose plant and these departments have been sold to a new 
firm that will relocate this operation in another State). 

One hundred and fifty-five—21 percent—were drawing unemployment 
compensation benefits, and, of these, 101—65.2 percent had already drawn 
more than half the 18 weeks maximum allowed. 

Three hundred and seventy-four—50.7 percent—were jobless and had ex- 
hausted their benefit rights; of these, 344 exhausted rights in 1 round since 
a 1958 furlough, while 30 exhausted rights in 1 round following a 1957 layoff 
and then exhausted rights in a second round in 1958—59 based or partly based 
on 1957 earnings later than the base period used for the first benefit round. 

(Under the Virginia law, benefits are calculated upon a 12-month base period 
consisting of the first 4 of the last 5 completed calendar quarters preceding 
the first day he files a valid claim in any 52-week period. His benefit year 
begins for each individual claimant when he claims provided he has not so 
begun a benefit year within the preceding 52 weeks, A worker in Virginia 
who loses his job and files a claim, say, August 20, has benefits computed on a base 
period ending the preceding March; his benefit year begins August 20. His 
earnings during the April 1 to August 19 period have not entered into the 
calculations for this round of benefits and, if he is unemployed the following 
August 20 he could claim again and start a new benefit year, using the April 1 
to August 19 earnings as his base. In the second benefit round, depending 
on the size of the earnings, he may or may not have as large a weekly benefit, 
or as many weeks, as the first round. No more than 18 weeks may be had in 
any 1 benefit year.) 

The remaining 58 respondents—7.8 percent, divided in various categories: 
15 were just about to begin to draw benefits, assuming they don’t find work 
and all filed claims, having just been laid off; 10 were sick: 4 were self- 
employed ; 1 had exhausted her benefit rights, following a 1956 furlough and had 
been jobless since then though interested in work; 13 gave answers so incom- 
plete or conflicting that they could not be interpreted; 11 were unemployed 
and had drawn no benefits in 1959 yet seemingly had not exhausted rights: 
and 4 others were jobless and had drawn benefits in 1959 but it was not 


clear whether or not they had exhausted. 
EXHAUSTIONS ZOOM UP 


Now these surveys show that, of the respondents, the jobless percentage rose 
from the October-November 57-2 to 75.9 percent (560). The percentage 
who had used unemployment compensation as a support means in 1958 or 1959 
rose from 55.7 percent prior to last November to 83.1 percent in the March 
survey (613 workers, including 86 then at work). The percentage of unem- 
ployment compensation exhaustees zoomed up from 5.4 percent as of last Novem- 
ber to 50.7 percent as of the end of March. 

These percentages slightly understate the March unemployment, unemploy- 
ment compensation and unemployment compensation exhaustions because they 
do not include the 18 who gave incomplete or conflicting answers although it 
does seem clear that most of them are jobless. 

Roanoke unemployment office unemployment compensation claims, exhaus- 
tions, benefits paid, and job placements data, up through November 1958 are 
given in tables V and VI of the supplementary material we have submitted. 
One may Summarize and bring i up to date this way ; 

Claims taken, which includes not only valid initial claims but also additional 
claims, amounted to 6,916 in 1956 and 6,911 in 1957, or a 2-year total of 13,827. 
In the first 11 months of 1958 it was 11,021, and December claims bring this 
figure to a 12,192 total for 1958, or 88.2 percent of the combined total for 
the 2 previous years. 

In the first quarter of 1959 there were 2,888 claims taken, rising from 839 
in January to 1,251 in March. This is 41.8 percent of the year’s total in 1956, 
a slightly higher percentage of the 1957 total, but 23.7 percent of the 1958 total. 
The indication is that by now most of the former Viscose people who will file for 
unemployment compensation benefits have done so. We hope that the indication 
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also is that the general unemployment situation is abating and that the number 
of newly laid off workers in Roanoke will shrink. We know, of course, that 
there are some workers who have just been severed from the Viscose plant 
and may not all have filed claims, and that 21 more will be severed the 15th. 

As this committee knows, an initial claim is the claim which a worker makes 
for unemployment compensation benefits when he reports to the unemployment 
office that he is jobless and seeking work and when he has not made such a 
report during that benefit year. Having filed such an initial claim, he thereby 
creates a benefit year starting that day. If he should subsequently cease draw- 
ing benefits before exhausting his eligibility, and then later in the same benefit 
year return and report himself jobless and seeking work and wishing to resume 
receiving the benefits remaining, this is an additional claim. 

In 1956 and 1957, Roanoke workers who exhausted benefit credits totaled 
1,572 for the 2 years. In the first 11 months of 1958, 2,591 workers exhausted 
and 196 more exhausted in December, for a total of 2,787 exhaustions in 1958, 
or 177.3 percent of the combined 2-year total 1956-57. 

There were 265 exhaustions in January, 389 in February, and 458 in March, 
or a first quarter 1959 total of 1,112 exhaustions. This is 143.1 percent of the 
entire number of exhaustions in 1957, and 39.5 percent of the entire 1958 exhaus- 
tion total, occurring in the first 3 months this year. In the week ending April 
3, not including in the data cited thus far, there were an additional 108 ex- 
haustions in Roanoke. 

In the 2 years 1956 and 1957, there were a total of 55,905 continuing weeks 
claims in the Roanoke office. In the first 11 months of 1958 there were 70,804 
continuing weeks claims, and there were 8,290 in December, making a total of 
79,094 for the year, or 141.5 percent of the 2 previous years combined. 

In the first quarter of 1959 there were 27,107 continuing weeks claims, rising 
from 8,336 in January to 9,954 in March, for a quarter-year total greater than 
the 26,831 in all of 1956 and almost as great as the 29,074 in all of 1957, and 
34.3 percent of the 1958 total. 

I might say, at this point, that we think it part of our job—part of our 
responsibility to the people who elected us to office and paid dues in our 
organization while they were working—it is part of our duty to come to the 
Congress to plead for help for these folks now that they are jobless and without 
a source of income. 

We have this duty and this responsibility to them. We would come to you 
and ask for help for these good people even if we got no extra recognition 
from them for it. I am grateful and proud to say that we have received such 
recognition from these ex-Viscose workers of Roanoke—not only from the 
hourly rated people who were our members, but also from the salaried and 
office people who were not in our union. 


THE WORKERS ASK US TO 


This renewal of our right and duty to come here before you in their behalf 
exists implicithy in the way in which they have responded to our information- 
gathering questionnaires which we have used,in preparing for these congres- 
sional hearings. It exists explicitly in the comments so many of them have 
volunteered in the margins and on the backs of and on pages attached to, the 
questionnaires, 

{n our letter with the March questionnaire we said we expect to testify in 
support of the Karsten-Machrowicz bills, H.R. 3547 and H.R. 3548, and we ex- 
plained the bills’ provisions. 

We feel that the explicit recognition and—you might say—mandate to us to 
continue our efforts is shown in comments like these, made in the responses we 
received in the 2 weeks’ period: 

“Hope you people caa do something for the rest of the textile workers, even 
though our plant is gone.’ (A former spinner, laid off in April 1957, jobless 
through most of 1958, employed in 1959.) 

“Just a few words extry, I have worked for American Viscose 36 years and 
2 months. I started with them when I was 21 years old. And I am now 58 
years old and there is no work here in my location and especially for a man 58 
years old. And I want to express my appreciation for what you are doing for 
us.” (A jobless former oiler.) 

“T personally want to thank you for your support of this program and for 
your untiring efforts in behalf of the unemployed in the State of Virginia * * *” 
(a foreman). 
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“I am glad someone is trying to help the working people of America. Thank 
you and good luck” (a trucker). 

“We feel the union is doing a grand job and that Virginia should come in line 
with other States” (an accounting employee). 

“J think the TWUA is doing a worthwhile work in representing the people of 
Virginia in this matter.” (Another personnel department employee, still work- 
ing in the plant.) 

THE AGE BARRIER 


Not only are jobs in the Roanoke area hard for these former Viscose workers 
to find, they become progressively scarcer the older the individual job seeker 
happens to be. One such worker, a former boiler and powerhouse repair and 
maintenance mechanic still drawing unemployment compensation benefits, sug- 
gests to us: 

“If you could get an increase in unemployment (benefits) based on age—the 
older, the more we could get—it would be very good, as I myself have found that 
the older you are the harder it is for you to get employment. It seems that they 
all think that an older man cannot stand up under the workload. I have been 
asked that question myself several times since I have been out of work.” 

Or take this letter from a 60-year-old who says he has spent 34 years at 
American Viscose, building and repairing spinning machines: “My health is 
good, and as a mechanic, I feel I am better qualified and can do better work now 
than any time in my life. I have looked for work in Virginia, West Virginia, 
and Maryland, and now I realize no one will hire me, and it will be 5 years 
before I will draw social security and the days ahead look anything but bright.” 
(He had drawn 7 weeks of benefits when he wrote this letter, and by now pre- 
sumably had drawn two or three more benefit checks and has only about 2 
months of unemployment compensation aid to look forward to.) 


EXHAUSTEES NEED HELP 


Gentlemen of this committee: 

Those who have exhausted their unemployment benefit rights—the 18 weeks 
of $28 checks that is the maximum Virginia allows—are desperately calling out 
for help. 

For example: 

A former trucker in the cake-wrapping department, unemployed since last 
September, writes: “Please do all you can for us. Wesurely need more benefits 
and larger amounts each week. It seems that it is impossible to get any employ- 
ment anywhere. 

An ex-churn man in the Viscose Department—jobless since August—reports on 
one of the big barriers so many of these people have encountered : “Haven't been 
able to get a job due to age—56 years old.” 

“T am 59 years old so you know what that means,” a former assistant foreman 
in the engineering department writes in explanation of his inability to find gainful 
employment since his last day with Viscose last August. 

“There are no jobs for people past 60—will be 61 in May,” a former paint shop 
attendant, out of work since August, says. 

One of th women who has exhaustd benefits writes, “at 61 years there just 
isn’t a job to get—I spent 36 years at Viscose.” Out of work since October, she 
worked as a seamstress and cake wrapper. 

Another woman, a widow since 1944 for whom “it hasn’t always been easy,” to 
quote her, said: 

“IT am 59 years old and everywhere I go they say you (are) too old without 
experience and that does hurt. I worked for the Viscose for nearly 33 years, 
counting the time I was laid off, which I am very very thankful, but old people 
has to live on.” So writes this hard-pressed former reeling department employee, 
jobless since last September. 


DO OLD PEOPLE NEED TO LIVE ON? 


“Old people has to live on.” That was what one former Viscose worker thought. 
But a younger unemployment compensation exhaustee, jobless for the same period 
of time, had another view. We are sure that this committee will not agree with 
one of the solutions suggested by this former “900° machine operator in the 
spinning department. But if you discard his idea, please act to make his advice 
neediess. He put it on the line this way: ; 
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“If the State cannot raise the standard of living and stop discriminating 
against age where a man over 40 years cannot find a job yet can’t draw social 
security before 65, please try to get a bill passed that at least will pass approval on 
putting people out of their misery at least by putting them to sleep. A span of 
25 years between 40 and 65 is a long time to strive for a mere existence, and due 
to high cost of living expenses one cannot afford even to carry a decent amount 
of insurance.” 

The response that this committee surely will give to this letter is along lines 
requested by a woman who lost her job in the plant March 27. She wrote: 

“Dear Committee, L urge that this unemployment bill be given serious con- 
sideration by the House committee, due to the fact of the unemployment situation 
in the State of Virginia.” 

An unemployed former foreman makes this point: “The low compensation rates 
paid in our State is very discouraging and, to say the least, very unfair. The 
Federal Government and the judges of our Supreme Court have supported, whole- 
heartedly the passing of laws which would seem to give to all equal rights. 
Why then, should this vast difference be made in aid to the unemployed?” 


THE GOVERNMENT MUST HELP 


A former trucker from the cake wrap department, furloughed in March 1957 
and employed elsewhere since then, sums up his experience, and that of many 
others, when he writes: 

“While I have not drawn unemployment pay since I came to work in Virginia, 
Iam still familiar with the small amount we can draw, and the short time we 
can draw it. I have been more lucky than a lot of people to have a job, yet I 
had to take a 51-cent cut on the hour when I was furloughed from American 
Viscose, in Roanoke. It has been 2 years since I had to take this cut, and I am 
still 16 cents below what I was making at Viscose. 

“With the cost of living so high, rent outrageous, and jobs so hard to find, I 
think the workingmen and women should have higher and more coverage from 
someone, * *” 

Another letter : 

“There are no available jobs for people here over 35 years of age, and this 
is going to mean a great loss to the people who are unable to find work, the 
city of Roanoke, and the State of Virginia. We would rather work than 
draw our unemployment, however. We hope the Federal Government as well 
as the State Government will help get an industry in Roanoke to give jobs to the 
people. Idle people are unhappy and dissatisfied; $28 a week won’t feed a 
family of four, more or less, pay rent, utilities, and taxes. The Government must 
help.” (A personnel department employee, still at her job in the Roanoke 
Viscose plant. ) 

Another former cake wrap trucker, jobless since the end of September 1958, 
writes, “I have received only 18 weekly benefits in all, beginning in October 
1958 and ending February 1959. Please do all you can for us. We surely need 
more benefits and larger amounts each week. It seems that it is impossible to get 
any employment anywhere.” 

Of the 1,106 respondents to that October-November questionnaire who answered 
our questions about their weekly take-home pay at Viscose, 533 had earned $60 
to $69.99, 259 had earned $70 to $79.99, and 69 had earned $80 or more, in take- 
home pay. 

BENEFIT LEVELS LOW 


That is to say, 77.8 percent—nearly 4 out of every 5—of those respondents 
who gave this information, earned more than $60 a week take-home pay— 
pay after taxes. Payroll data indicates that the average weekly wage in 
the Roanoke Viscose has been over $70—it was $75 in 1957. 

This is not unique in Virginia. The annual report for 1957 of the Virginia 
labor commissioner, Virginia State Department of Labor and Industry, in table 
ES—5, p. 26, gives the 1957 annual average weekly earnings of production 
workers in Virginia manufacturing industries as: 

Sixty-four dollars and forty cents for all manufacturing, $63.28 for nondurable 
goods, $80.03 for industrial and organic chemicals, $81.19 for chemicals and 
allied products, and $58.21 for textile mill products. The Viscose plant was in 
the industrial and organic chemicals category—the $84.03 category. 

Our $75 figure includes not only production but also maintenance, labor, 
Salaried, and so forth. The State figure is based on an average of 40.4 hours 
per week in the industrial and organic chemicals category, while the Roanoke 
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plant was laying off in 1957 and therefore the hours per week probably were 
fewer. 

In August 1958, the month it was announced that the Roanoke Viscose plant was 
to be shut down permanently, the average weekly gross earnings of all industrial 
and organic chemical industry production workers in Virginia was $90.83, accord- 
ing to the October 24, 1958, report on Trends In Employment, Hours and Earnings 
in Virginia, volume 8, No. 9, published by the Virginia Department of Labor and 
Industry. At that time, the all-manufacturing weekly wage average was $16.99 
and the nondurable average was $65.76, the textile was $58.65, and the chemicals 
and allied products was $86.92. 

So we have the situation in which a worker earning $66.99, or $65.76, or $58.65, 
or $86.92, or $90.83 (the various August 1958 averages I’ve cited), would not 
be able to receive more than $28 worth of income insurance—ranging from 30.8 
percent to 47.7 percent, in the categories cited, of his average wages. 

In fact, according to an October 1958 study by the Bureau of Employment 
Security, U.S. Department of Labor, entitled “Adequacy of Benefits Under 
Unemployment Insurance,” table B-3, in September 1958, Virginia’s maximum 
wage insurance was 41 percent of the State’s average weekly wage the previous 

ear. 
7 VIRGINIA LEVEL NOT EXTREME 


Now, Virginia is neither the worst State nor the best State in this respect. 
In fact, 19 States, with 33.1 percent of the covered workers in the Nation, had 
a maximum weekly insurance of between 40 and 44 percent of the average wages 
in those States the previous year. Nineteen States, with 33.9 percent of the 
covered workers, insured more than 44 percent of average wages, and 13 States, 
with 33 percent of covered workers, insured less than 40 percent of average 
wages. Only five States have maximums over 50 percent, and none as much as 90 
percent. 

It is true that Virginia is the State with the next to the shortest number of 
weeks of benefits, 18, with Florida’s 16 weeks the shortest. And Virginia is 
tied with five other States for the next to the lowest maximum benefit amount, 
$28, with South Carolina’s $26 the lowest. The other $28 maximum States are 
Alabama, Oklahoma, South Dakota, Texas, and Vermont. Arkansas today is 
tied with South Carolina at $26, but effective this July 1, Arkansas’ maximum 
will rise to $30. 

Unfortunately, Virginia has not increased its unemployment insurance bene- 
fits and durations since the 1956 increase from a $26 and 16-week maximum. 
During the 12 months ending April 30, 1958, 39.6 percent of Virignia’s jobless 
workers who started receiving benefits in the 12 months ending January 31, 
1958, exhausted their benefits. Despite this fact, in 1958 the Governor wrote 
to an inquiring U.S. Senator that “I have no-intention of asking for the repay- 
able advance of Federal funds proposed by H.R. 12065 for temporary extension 
of State unemployment benefits.” And Virginia did not extend beyond 18 
weeks. The Governor and the legislators have been preoccupied with other 
matters. 

CONTRAST TO 1939 


Virginia’s insurance in September 1958 of a maximum of 41 percent of the 
average weeekly wage of her workers, using the BES figure, stands in stark 
contrast to her insurance in 1939 of up to 74 percent of the 1938 average weekly 
wages, according to the data in table 4 of this committee’s Report No. 1656, 85th 
Congress, 2d session, on the temporary unemployment compensation bill. 

Not only Virginia, but every State, has lagged, table 4 shows. 

According to that table, in 1939 no State had a maximum of less than 50 
percent of average wages, 15 States had maxima between 50 and 59 percent, 
16 States had maxima between 60 and 69 percent, 8 States including Virginia 
had maxima between 70 and 79 percent, 5 States had maxima between 80 and 
89 percent, and 4 States had maxima of 90 percent or over. Contrast that to 
the present ! 

As was stated in part 2 of Report 1625, 85th Congress, 2d session, of the 
Senate Finance Committee on H.R. 12065, in minority views of Senators Douglas 
and Kerr, ‘“‘When the system of unemployment insurance was started slightly 
over 20 years ago, it was intended that the benefits were to be equal to approxi- 
mately half the unemployed man’s normal earnings. To prevent the high wage 
and higher salaried workers from receiving excessive amounts, however, this 
percentage was made subject to given dollar maxima which were generally ap- 
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proximately equal to two-thirds or more of the average wage in the covered 
employments in the given State. 

“As wages moved upward, however, the statutory top limits in the States did 
not keep pace, but instead lagged behind.” 

One consequence of this lagging is expressed in the statistic that 49 percent 
of claims for unemployment compensation benefits in Virginia in January- 
September 1958 were at the maximum $28 weekly rate, and (according to the 
Douglas-Kerr views) in the fourth quarter of 1955 about 55 percent of the 
claimants in the Nation received the maximum benefits for their States. 

Our own March survey of the Roanoke Viscose workers indicates a very 
much higher percentage received the maximum benefit rate of $28—405 out of 
417 men, or 97.1 percent, and 152 out of 163 women, or 93.3 percent, or a total 
of 557 out of 580, or 96 percent, or the respondents who received unemployment 
compensation benefits in the 1958-59 period and stated them. This higher 
Viscose percentage than the statewide obviously is because most Viscose workers 
earned more than the $840 in the base year and the $675.01 in one quarter of 
that year needed to qualify them for some $28 weekly benefits, and more than 
the $1,960.01 in the base year needed to qualify them for $28 a week for the full 
18 weeks. 

STATE LAGS CREATE NATIONAL PROBLEM 


The States, including Virginia, have lagged despite the terrible need of their 
unemployed, and they still lag. Most of them do not act, and those that do act 
do not do so adequately. In part, each State’s legislature fears to lose competi- 
tively with other States, as far as bringing in or keeping industries is concerned. 
The impact of this lag on the national economy may be expressed best, perhaps, 
in these words : 

“It is impossible for unemployment to exist in one segment of the economy 
without affecting another. If unemployment at above normal levels exists in 
the manufacturing industries of the United States, service industries are affected 
as are agricultural producers, It is this multiplier effect which requires imme- 
diate action by the Federal Government at this time to help offset losses in 
purchasing power * * *.” 

Those words, which I believe are applicable today to the needs of the Roanoke 
Viscose workers and to all the unemployed workers, and to the drag such jobless 
workers unavoidably must pay on the economy when they are unable to main- 
tain their purchasing at the same levels as when they were employed. Those 
words, which were wise when written a year ago by this committee in its Re- 
port No. 1656, are as wise today. 

The effect of this lag on the individual jobless workers and their families, as 
indicated by the two studies we have done in Roanoke, is that once-proud self- 
supporting men and women are reduced, by unemployment not of their own 
making, to a short period of tragically inadequate jobless benefit aid and then 
to no help at all in coping with their problem. Once severance benefits and 
savings are used up and the 18 weeks of unemployment compensation benefits 
run out, the jobless worker in Roanoke—if he or she cannot surmount the age 
prejudice barrier at the hiring gate—has no public help availabie until retire- 
ment age is reached or until physical disability’ renders them eligible for wel- 
fare assistance. 

It is a bleak prospect, and one this committee and this Congress will not be 
able to ignore without courting many a sleepless night. We do not believe you 
can or will fail to enact the Federal standards bills before you. Because the 
majority of the jobless Viscose workers are older persons, who are relatively 
inexperienced in other lines of work, and because jobs there are so scarce and 
hard to yet, not only the amount of benefits must be increased but also the 
duration vf benefit eligibility must be extended to give these people a more 
adequate readjustment period. 

We realize that this would not solve all the problems these people and this 
community faces, nor would it solve all the problems of the many other workers 
and communities in similar situations. It would give them a helping hand now, 
when they are still in the shock of trying to readjust. Coupled with the ameliora- 
tive help this bill would afford must also be a number of other programs aimed 
at putting the employable workers back to work at useful work under decent 
conditions and at meeting the problems of near-retirement-age workers stranded 
by plant shutdowns. Such measures include : 

1. Passage of the area redevelopment bill, to assist communities with heavy 
pe ne oo to get back on their feet and to help workers retrain to new job 
8 needs. 
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2. Amendment of the old-age and survivors insurance title of the social security 
law to protect the monthly benefit rates at retirement, of workers made jobless 
by the shutdown of plants in which they have long-term service, when such 
workers are unable to find jobs during their remaining years between the time 
they are made jobless for this reason and the time of retirement eligibility. The 
present provision for 5 years of dropout of low earnings years from the earnings 
base is not enough in the case of many older Viscose and other workers with 
seniority rendered jobless by plant shutdowns. An optional wage credit freeze in 
such cases (similar in principle to the disability freeze now in the law except 
that it would not apply to workers who are able to find new work at wages 
that do not. cut their previous retirement rate) would be the best approach. 
Additional dropout years would be a second, helpful but less adequate way of 
meeting this problem. 

3. Mortgage insurance or other means of helping jobless workers avoid loss 
of their homes. 

4. Revision of the public assistance portion of the social security law to pro- 
vide such aid to those in need of it under the Federal-State program, assuring 
eligibility for such aid to those now barred under requirements that they must 
be physically unable to work to be eligible. This requirement is a cruel jest 
at the expense of those workers whom employers will not hire because they 
think them unable to work because they are beyond age 35 or 40 or 45. 

5. Extension of the Fair Labor Standards Act into currently uncovered in- 
dustries, and raising of the minimum wage under that law, so that when a plant 
shuts down and its employees seek and find work elsewhere, they will be less 
likely to have their standards of living slashed mercilessly by employers in busi- 
nesses in or affecting interstate commerce who pay substandard wages. 

6. Bnactment of the full program for strengthening of the textile industry put 
forward by the Textile Workers of America, including establishment of the Textile 
Development Agency. 


Mr. Coox. This month we sent out a very short questionnaire to 
check on the present employment status of these 2,300 people in the 
Roanoke area who were displaced by the closing down of the American 
Viscose plant and I have here the letter and the questionnaire which 
went out. 

7 CHarrMan. Without objection that too will be included in the 
record. 

(The documents referred to follow :) 


TexTILE WorKers UNION oF America, AFL-CIO. 
Washington, D.C., March 21, 1959. 


Dear Viscose WorKER: On April 7, 8, or 9, the union expects to testify before 
the House Committee on Ways and Means in support of the Karsten-Machrowicz 
bills (H.R. 3547 and 3548) to establish Federal standards for unemployment 
compensation. 

These bills are intended to improve the unemployment compensation benefits 
in States such as Virginia where benefits are very low. The bills provide that 
the minimum compensation shall be 50 percent of average weekly earnings (but 
not more than two-thirds of the State’s average weekly wage) and the minimum 
period of benefits shall be 39 weeks. 

In Virginia the present benefits are a maximum of $28 per week and the maxi- 
mum period of benefits is 18 weeks. You can easily see how much it means to 
you in the event that you are still unemployed and to all of our other members 
in Virginia if these acts become Federal law. 

You can help get these increased benefits for yourself and other Roanoke 
workers by filling in the enclosed questionnaire at once and mailing it to us in 
the enclosed envelope. 

The answers which you sent in answer to our questionnaire last fall made 
our testimony before the Pastore subcommittee of the Senate Interstate and 
Foreign Commerce Committee very impressive. Some of this same material 
is important for the present hearing but to get the maximum value we need 
more up-to-date information. Please do not delay. Fill out the questionnaire 
today. 

Fraternally yours, 
WESLEY W. Cook, 
Director, Upper South Region and Synthetic Yarn Division. 
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TexTILE WorRKERS OF AMERICA, AFL-CIO 


1. How many weeks of unemployment compensation benefits did you receive 
a. How much was your weekly benefit? --...------------- 
b. How many weeks did you work for wages in 1959? 
2. How many weeks of unemployment compensation benefits did you receive in 
a. How much was your weekly benefit? ....-------------- 
b. How many weeks did you work for wages in 1958? _- Pe 
3. How many weeks of unemployment compensation benefits did you receive 
a. How much was your weekly benefit? -----.----_------- 
b. How many weeks did you work for wages in 1957? __--------------_- 
4. What is the last day you worked in the American Viscose plant? 


b. What was your regular job? --_--------------- 

5. Have you worked for wages since leaving American Viscose? - ..---------- 
a. How many weeks? __---.------.----- 

b. How much did you earn per week? —_--------_------- 


Mr. Coox. We received up to a few weeks ago 738 replies out of 
2,269 which were sent out. We have received some 200 since which 
we have not been able to include in this report because of the problem 
of tabulating and study. 

Mr. Curtis. What was the first figure ¢ 

Mr. Cook. 738 replies to the most recent questionnaire have been 
received. These are included in the study, of which you have a 
mimeograpli copy. We have ap pense 200 additional replies 
which came in too late to be included in that material. To the origi- 
nal study we received 1,397 replies, out of 2,269. In both these cases 
this is a very high percentage of replies for this type of questionnaire. 

As to the figures of the unemployment among those replying, among 
the 738, 151 or 20.5 percent are currently working. ese include 
some employees who are still working in the viscose plant as mainte- 
nance people, but most of whom will be unemployed very shortly ; 155, 
or 21 percent are curently drawing unemployment compensation bene- 
fits, and of these 65 percent have already drawn more than half of the 
total 18 weeks which they are entitled to under the Virginia act; 374, 
or 50.7 percent, are not only jobless, but have exhausted any right 
to unemployment compensation benefits in their current. benefit. year. 
So that more than 50 percent of these people have no longer any re- 
sources left. This is a plant in which hp sidenas service ls approxi- 
mately 30 years and the average age is about 50. It is almost the 
same for men and women. These people have written us personal 
stories, some of which are outlined in this statement beginning on 
page 9 and for the next six or eight pages, about their experiences in 
trying to find work and about their experiences in trying to get along 
on $28 a week in Roanoke, Va. 

Of course, it is not possible for them to make out, and in this com- 
munity, which has an unemployment rate of 10 percent, the possibility 
of indies employment is very low, so that they are almost entirely 
Sage at the present time on unemployment compensation 

nefits. 

As you can see from the evidence, half of them have already run 
out of that. We feel and they feel that 18 weeks is entirely inade- 
quate, that even the standards which apply in some of the other States 
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such as 26 or 30 weeks, are inadequate, and the full amount requested 
in this bill of 39 weeks is necessary to tide over people in the textile 
industry as shown by the example of Roanoke, Va., to such time as 
they have a reasonable possibility of going out and finding another 
job. Thank you. 

The Cuatrman. We thank you, gentlemen, for your appearance 
before the committee and the information you have given us. I am 
sure the study you have compiled that you have just referred to on 
the closing of the plant at Roanoke will be very helpful tous. Thank 
you, sir. 

Are there any questions? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Stetin and Mr. Cook, you both have painted a very 
clear picture of the ills confronting the textile industry, but actually 
all you are recommending as a cure for those ills is a double dose of 
aspirin to cure the headaches in connection with those ills, extending 
oe ee duration benefits or increasing the unemployment 

nefits. 

You are not here recommending a cure for the unemployment, and 
I am told by good authority that over 200,000 textile workers in the 
last few years have lost their jobs permanently because of shipments 
of cotton manufactured goods coming in from Japan. Do you think 
we ought to tighten up a little on these imports in order to preserve 
some jobs that we still have ? 

Mr. Sretrn. Let me answer it in this way: First, I will take the 
last question you raised. I do not believe that the overall answer 
to the problem in the textile industry is the question of imports, 
altiisagh I do believe it is a factor. Tt becomes a greater factor as 
you have more mem eae in the country as a whole. The other 
question about the problem in the textile industry of a lot of unem- 
ployment. You indicate that it is just a headache and that we are 
asking for a rather strong headache cure, I will remind you, sir, or I 
eal remind myself, that in the last period since the First World 
War we seem to be going from one war to.a period a few years of full 
employment and then we get into periods of unemployment. In my 
lifetime since the First World War, just as soon as the war was over 
we were in a depression. We had a few years of full employment and 
we were in another depression. We really never got out of the depres- 
sion of the thirties because in 1939 the only reason we got full employ- 
ment in America and textile workers were back at the machines was 
because a lot of people were at machineguns. It seems to me that the 
periods of unemployment are getting longer and longer each year. 

In other words, we have had, I understand, three recessions since 
the war ended in 1945. We had one in the period of 1949-50, we had 
one in the period of 1953-54, and we had one that started last year. 
That is why we need this “ -E Unemployment is hitting us too 
often in this country, sir. That is the reason we propose Federal 
standards in unemployment compensation. We wai prefer not to 
need any surplus foods, not to need any relief, not to need any unem- 
fa tec compensation at all. We have to develop a society that 

eeps everybody at work in America. Our people do not want unem- 
ployment compensation. It hurts their dignity. They would rather 
work. You may find some individuals who just don’t want to work, 
but by and large they don’t want to collect unemployment benefits. 
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They want a job. While you indicate that the problem that we raise 
cannot be solved just by Federal standards on unemployment, you are 
absolutely right. This is only one of the measures. ere is a whole 


broad program of a number of other things and I don’t want to get 
into that. 


Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. There is one thing on your statistics of this group that 

ou checked. Did you determine how many of those people were 
oe of families as opposed to secondary breadwinners in the same 
family or not? I guess that would be a question to Mr. Cook. 

Mr. Coox. Some part of that comes out incidentally in connection 
with the original study. We did not study that as a separate problem, 
but there are multiple-wage earners in the group and therefore there 
has to be more than the head of the family. 

Mr. Curtis. We have been interested in that. At least I have been 
interested in that aspect of statistics. If you have any I would appre- 
ciate a for the record. You can supply it later. 

Mr. Coox. We have material from which we can prepare some sup- 
plemental material for you and submit it. 


Mr. Curtis. Is that all right for the record to be open, Mr. Chair- 
man, for that? 


The Cuarrman. Without a a that will be placed in the record. 


(The data supplied is as follows:) 


TexTILE WorKERS UNION OF AMERICA, AFL-CIO, 
, Washington, D.C., April 22, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington, D.C. 


Dear Mr. CONGRESSMAN: On April 13, when I testified before your committee 
in support of the Karsten-Machrowicz unemployment compensation standards 
bills and presented data on the unemployment situation among former Roanoke, 
Va., employees of the American Viscose Corp. plant closing down there, Represent- 
ative Thomas B. Curtis asked for additional data. 

Congressman Curtis asked, concerning the respondents to the questionnaire we 
sent in March 1959 to all persons on the plant payroll as of the time of the 
announcement last summer that the plant would be closed, how many were heads 
of families as opposed to secondary breadwinners in the same family. 

At that time I stated that there were multiple-wage earners in the group and 
therefore there has to be more respondents than only heads of families. Since we 
did not ask about marital status and dependency in the March survey, I referred 
the committee to the data on marital status and dependencies of respondents 
to the more detailed November 1958 questionnaire to the same plant payroll. This 
data is to be found in table XVI of the supplementary material presented with my 
testimony. 

I also promised to have further data worked up on the marital status and 
dependencies of the respondents to the March survey, in response to Mr. Curtis’ 
desire for this, and you will recall that the hearings record was to be kept open 
for this data. 

We have worked up the requested data as well as could be done from the 
material available and we now present it to the committee, with the request that 
it be printed with the testimony. 

A brief explanation of the data we are now submitting is necessary : 

Since we did not ask about marital status and dependency in the March ques- 
tionnaire but did in the November one, we copied for each March respondent 
the data he or she gave in November—if he or she did respond in November. 
This means that there may have been changes in family status for a few of these 
people between November 1958 and March 1959 which we do not know about— 
the data is as of November 1958. This also means that we can tell you only 
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about 580 March respondents instead of the 738 who answered in time for use 
April 13, because 158 either did not respond to the November questionnaire, or 
answered neither marital status nor dependency questions in November. 

In order to speed up the calculations, we combined into one group of each sex 
all unemployed regardless of whether they were still drawing unemployment 
benefits or had exhausted or had not yet drawn benefits; we combined into an- 
other group for each sex all those working—whether full or part time. There 
were 103 persons in this sample who were working, and 403 who were jobless, 
who either are married or who claim dependents though not married, a total 
of 506 persons with responsibilities to others. In addition, the 56 not married 
and claiming no dependents are also persons who must eat to live, and need 
shelter, medical care, clothing, and other goods and services. 

(In addition to the 562 persons working and not working referred to thus far, 
there also were 18 respondents—17 men and 1 woman, for whom marital status 
data is available but who either are out of the labor force (sick, disabled, etc.) 
or self-employed, or whose work status is not ascertainable from the March 
questionnaire. ) 

We found that nearly all the men—370 out of the 390 either employed or 
unemployed and for whom we have marital status data—and most of the 
women—104 out of 172—are married. 

Among the employed, 84 of the 88 men, and 11 of the 29 women, are married. 
Among the unemployed, 286 of the 302 men and 93 of the 143 women are married. 

A number of those whose marital status is other than married—either “single,” 
or “separated or divorced,” or “widow or widower’—claimed dependents other 
than themselves. 

Un the other hand, a number of the respondents in November failed to answer 
the dependency question even though they answered the marital status one, and 
most married women tended either to omit the dependency question or to say 
that they had no dependents, even when they were working at the time and 
their husbands were jobless. We counted only dependents claimed. Therefore, 
our data for dependents seemingly understates the situation, especially for 
women. It is as follows: 

Among employed men there were 3 not married but with dependents, which 
with the 84 married men makes 87 “heads of families,” and 1 not married and 
with no claimed dependents. The 87 men claimed 228 dependents, or an average 
of slightly more than 2.6 per breadwinner. 

Among unemployed men there were 7 not married but with dependents, which 
with 286 married men makes 293 “heads of families,” and 9 not married and with 
no claimed dependents. The 293 men claimed 452 dependents, or slightly more 
than 1.5 per breadwinner. 

Among employed women there were 5 not married but with dependents ; there 
were 13 not married and claiming no dependents. There were 14 women, both 
married and in other status, who claimed dependents, and they claimed 17, or 
1.2 dependent per claimant. 

Among unemployed women there were 17 not married but with dependents; 
83 not married and claiming no dependents. There were 33 women, both married 
and in other status, who claimed dependents, and they claimed 45, or 1.3 de- 
pendent per claimant. 

Altogether, male respondents claimed 680 dependents and female respondents 
claimed 62. (There may be some overlap in the case of married couples, both 
hushand and wife responding in the unusual case in which both claimed de- 
pendents.) The employed claimed 245 and the unemployed 497 dependents. 
(Here, too, a small overlap may exist.) 

We were able to identify 21 couples among the March questionnaire respond- 
ents. Of these couples; 

Ten had husband and wife both unemployed and with benefit rights ex- 
hausted ; 9 of the 10 couples had given take home pay data in the November 
questionnaire ; they averaged $126 a week, take home, per couple; 

Two had husbands with benefit rights exhausted and wives still drawing 
unemployment compensation benefits ; they average $122 a week, take home, 
per couple ; ‘ 

Two had husbands with exhausted benefit rights but wives were working 
(one wife was earning one-third her Viscose wage on an annual basis, work- 
ing in a school cafeteria and said “with two children to raise it’s very dis- 
couraging”) ; the two couples each had averaged $123 take home pay per 
week ; 
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One had a husband drawing unemployment compensation benefits and the 
wife seemingly jobless and with no more benefit rights (her March response 
was incomplete but November reply showed a 1-day-a-week job) ; their take- 
home pay was $105 at Viscose ; 

Three had husbands working while wives were drawing unemployment 
compensation benefits; while one couple gave no previous take-home-pay 
data, the other two had averaged about $122 take home pay per week per 
couple ; 

Two had husbands working and wives unemployed and with benefit rights 
exhausted; (one husband, after exhausting benefits, got a 2-day-a-week job 
at $16 a week) their average weekly take home, per couple, had been $122 
at Viscose ; 

One had a husband working and the wife had just lost her job in the 
Viscose plant (in the Filatex department that had been soid to a new firm) ; 
their former combined take home pay at Viscose had been $126 a week. 

The 21 couples divide substantially in the same proportions as for the total 
738 response to the March survey, as between those working, those jobless and 
drawing unemployment compensation benefits, and those jobless and with benefit 
rights exhausted. 

I trust that this data will meet Representative Curtis’ desire for additional 
information, and will help the committee in its deliberations on the legislation. 
These people need the committee’s, and Congress’, help; they need more adequate 
benefits while unemployed, and they need these benefits for a longer period of time. 
As was stated by one of the wives listed above (husband jobless, four members 
of the family, all living on one-third of her former yearly pay) : “We don’t want 
a handout, we want jobs that we are able to live on what we make. The unem- 
ployment (compensation) does help so much while we are looking for work.” 
Please help them by reporting the Karsten-Machrowicz bills favorably. 

Respectfully, 


Wes.ey W. Cook, 
Director. Upper South Region and Sunthetic Yarn Division. 


SUPPLEMENTAL TESTIMONY OF THE TEXTILE WORKERS UNION oF AMERICA, AFL- 
CIO, spy Westey W. Cook, Vice PRESIDENT AND DIRector or SYNTHETIC 
DIVISION 


The textile industry in the United States today, and for some time in the past 
has been economically ailing. One of the tragic aspects of this situation has 
been that entire plants have been shut down, permanently, casting adrift the 
workers and communities which have depended upon them and on which they 
have in turn depended. 

The pain of seeing the fruits of a lifetime of work, struggle, and achievement 
jeopardized and lost by the closing down of a plant must be experienced trul; 
to be understood in all its ramifications. We do not wish this for anyone. But 
we have assembled part of the story of one such shutdown—that of the Ameri- 
can Viscose Corp. plant at Roanoke, Va., currently in its last throes. 

The Roanoke Viscose plant—a major employer in Roanoke but by no means 
the only big one—began operations in 1917. On August 4, 1958, announcement 
came that the plant was to be closed down permanently, At the 1929 peak, 
more than 5,500 workers were employed there; 1950 average payroll was nearly 
3,300; but a steady decline brought the payroll to about 1,750 workers when the 
announcement of permanent closing was made. At the beginning of 1959, only 
168 people were left in the plant, and, except for those who will be kept on to 
Police the property and to maintain the boilers and such facilities, these few 
remaining workers also soon will be gone. 

Roancke Viscose workers were steady, hard-working people. Plant manage- 
ment and others testify to that. They were frugal, conservative in their habits. 
Local businessmen are authority for that. But now they face the loss of all they 
built up through years of work. 

And when we say “years of work,” we mean many years. More than half the 
Roanoke Viscose workers had 30 or more years of service in that plant, and some 
had as many as 40 and even 41 years there. The average seniority in the plant 
was 23.7 years. 

This means that the workers are no longer young, as a group; the median age 
of the entire plant payroll was slightly over 51 years, and 54 percent of the 
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people were age 50 aud over. These workers have years more of useful work- 
ing ability. But because of the prejudice of many employers against mature 
workers and because of general unemployment—which has been severe in 
Roanoke in recent months—many of the Roanoke Viscose workers, especially 
the older ones, are unemployed, and have poor prospects of finding work. 

Because neither Virginia nor Federal Government data is available to portray 
the situation of these workers, the Textile Workers Union of America, AFL- 
CIO, has conducted a survey to determine as much of the factual situation as 
possible, to have as complete a record as possible both for the Senate Committee 
on Interstate and Foreign Commerce and for the public at large, in hopes that 
the facts herein may serve as guidance in preparing legislation toward two 
main ends: 

1. Amelioration of the problems of the textile industry and prevention of 
such tragedies as the shutting down of plants wherein the livelihoods of 
thousands of families were earned, and which were part of the fabric and 
economic basis of many communities. 

2. Furnishing such aid as is needed for the workers and others injured 
by such shutdowns until they can get on their own feet again. 

The TWUA survey of the Roanoke situation, conducted in late October and 
in November 1958, relied heavily on a questionnaire mailed to 2,269 persons on 
the plant payroll address list as of August 13, 1958. This included both those 
at work and those on furlough as of that date; it included both the hourly 
rated people, who were TWUA members, and the salaried people, who were not; 
it included all on the payroll except 13 persons who addresses were not avail- 
able. Replies to the questionnaire were received from 1,397, or 61.2 percent of 
the entire payroll, 61.5 percent of the entire mailing. 

We found through this survey that—of the 1,397 who answered it, and pre- 
sumably a fairly similar proportion of the entire payroll of which this reply was 
so large a part— 

57.2 percent of these people were unemployed and seeking work, at the 
time they answered the questionnaire, nearly 6 out of every 10. The jobless 
proportion ran slightly higher in women than in men. 

15.5 percent were still working at the Viscose plant and therefore, in 
many cases no longer are working there as more than 180 workers in the 
plant at the time of the survey are known to be no longer there. 

21.9 percent were employed elsewhere, including those employed full- 
time, part time, and self-employed. More than one-fifth of the employed 
at the time of the questionnaire, and more than one-third of those employed 
elsewhere than at Viscose at that time, were on part time jobs. 

While more than two-thirds of those under age 40 had jobs at the time of the 
survey, two-thirds of those in the 50-59 age bracket, and more than three- 
quarters of those in the 60-and-over bracket, were jobless—and most Viscose 
workers are in these older groups. ‘ 

Joblessness was heavier among hourly rated Viscose workers than among 
salaried, but all groups suffered from unemployment. More than half the 
skilled maintenance and engineering workers, more than two-thirds of the semi- 
skilled—who constitute the bulk of the employees and were the production 
workers—and not quite two-thirds of the unskilled, were unemployed. So were 
4 out of 10 managerial and administrative people, and more than one-third of the 
clerical people. 

Joblessness was heaviest among women employees, and they were jobless longer 
than men, proportionately, if one excludes those still at the Viscose plant at the 
time of the survey. Only one in every eight women had found new jobs, while 
one in four men had. Men laid off in 1957, as 98 males respondents were, aver- 
aged 22.1 weeks of idle time since their layoffs before finding work, but 18 
women laid off in 1957 average 46.9 weeks of idle time before reemployment. 

Older workers tended to be unemployed longer than younger ones, because of 
the age barrier to employment previously mentioned—-while the average num- 
ber of idle weeks of those furloughed in 1957 was 26.1, the furloughed workers 
that year who were in the 50-59 age bracket averaged 31.7 idle weeks, and those 
age 60 and over averaged 60 idle weeks. 

While most of the workers surveyed had been out of work a comparatively 
short time at the time of the survey, and the harsh effects of joblessness had 
not yet had a full opportunity to take place, we found that already some workers 
lost property, goods, and services they formerly earned and enjoyed: 16 re- 
spondents to the survey lost their homes, 60 gave up their autos, 114 their tele- 
phones, and 37 their TV sets, for example. And many more looked forward 
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unhappily to such losses and loss of other possessions unless they could find work. 

Meanwhile, the unemployed Viscose workers tried to get along on such re- 
sources as borrowing, using up savings, living with relutives, and, in many 
cases, the $28-a-week unemployment compensation that is the maximum allowed 
in Virginia—and that only for 18 weeks, a period so short that 75 respondents 
had already exhausted these benefits by early November 1958. 

Some have had to leave town for employment elsewhere when they could do 
so, but have tried to maintain their homes and families where they have lived 
for years in familiar surroundings. This has meant double expenses, hardships. 
Others have had to pull up roots years agrowing and to go elsewhere, to begin 
again. 

Many are unable to leave Roanoke, because of such factors as— 

Their own age. 

The many varied needs of their families such as children at school and 
aged or ill dependents who could not be moved. 

Various economic problems including the cost of moving and unwillingness 
to give up homes skimped and saved and paid for over the years. 

Sentimental reasons—at which I’m sure no Senator will look askance— 
such as reluctance to leave their city, their friends, their rightful place in 
their communities and in their churches. 

Even those employed on new jobs were, for the most part, worse off than they 
had been before furlough from the Viscose plant. The survey indicated that 
even when those still employed at Roanoke Viscose were counted among the em- 
ployed, that many of the employed were earning less than they used to. For 
example: 

Two-thirds of the employed who used to earn $50-59.99 a week in take- 
home pay still had that take-home pay; and the rest of the employed who 
used to earn that much now had smaller take-home pay. 

Slightly less than half of the employed who used to earn $60-$69.99 take- 
home pay still had that kind of money coming in, one-twentieth had more 
take-home pay, and slighly less than half of the employed who used to make 
$60-69.99 take-home now had. less—some of them far less, as was true of 
the one-third who ranged from $20 less to more than $40 less per week. 

And the data sumarized above, showing take-home pay at time of response to 
the survey compared to take-home pay previously, is biased two ways in the 
direction of minimizing the downhill economic slide of the Roanoke Viscose 
workers. It includes take-home pay of those still on the job at Viscose at the 
time of the survey—people most of whom no longer are there and who probably 
are either jobless or at lower paying jobs, and, it excludes all the unemployed. 
If one were to include all those who formerly earned $50-59.99, whether em- 
ployed or unemployed at the time of the survey, only a little more than one-fifth 
of these in that former take-home pay group were still in it and the nearly four- 
fifths were making less or nothing at all. 

In some cases, both husband and wife had been employed at the plant, and, 
therefore, the plant shutdown created greater catastrophe in those families than 
occurred in the case of families where one spouse worked at Viscose and the 
other spouse worked elsewhere. In our study of 42 couples, both spouses worked 
at Viscose—couples of whom six-sevenths of the partners were 40 or older and 
more than three-quarters were 45 and older—we found that 14 couples were 
without jobs because of the plant shutdown and 10 more couples were depending 
on the take-home of the 1 spouse still at Viscose the time and now probably 
also jobless, since more than 160 workers still at the plant at the time of the 
survey now are out. In dollars and cents with which to buy groceries and meet 
monthly payments on the house, this means that whereas 33 of the 42 couples 
used to have $100 or more take-home per week between them, by November, 
only 3 of these 42 couples had $100 or more take-home per week. Whereas be- 
fore these people lost their jobs, 83 of the 84 workers in these 42 couples had 
take-home pay of $40 or more per week, by the time of the survey in November, 
35 of the 84 workers had no pay at all. 

While many of the Roanoke Viscose workers lost their jobs only comparatively 
recently, since August 1958, others have been without work since mid-1957. 

*68 respondents to the questionnaire were unemployed 56 weeks or more 
since furlough, and 81 more were unemployed from 26 to 55 weeks since furlough, 
by November 1958. 

*75 respondents were told in 1958 that they were no longer eligible for un- 
pons ony compensation benefits, having exhausted their 18 weeks under the 
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The human problems created by this situation—sketched in the data above 
and detailed in the body of this statement and in the statistical tables ap- 
pended—cry out for help for those people who want work and need help in 
regaining their feet. 

The Textile Workers Union of America and the American Viscose Corp. co- 
operatively explored for possibilities of keeping the Roanoke plant going through 
development of new end uses for the product and in other ways. These efforts 
having failed, the union and the company negotiated a sizable separation pro- 
gram to help ease the impact of the shutdown on the workers and the com- 
munity. 2: 

However, this separation program, whose benefit provisions are described in 
greater detail in the body of this statement, is by no means enough to meet all 
the needs and problems created by the shoutdown. Some of these needs and 
problems require legislative action on the Federal level. 

On the basis of the facts revealed by the study it is clear that legislative 
actions such as the following should be undertaken to help these, and hundreds 
of thousands of other workers stranded by plant shutdowns: 

1. Passage of a measure like the Area Redevelopment Act of 1958 to assist 
communities with heavy unemployment get back on their feet and to provide 
help to the workers in the form of job retraining—9 out of 10 Roanoke Viscose 
workers expressed interest in job retraining but at present the only organized 
retraining program in Roanoke would be at a tuition fee too high for many 
unemployed workers to afford. 

2. Revision of the Federal unemployment compensation statute to provide for 
Federal standards of the amounts and durations of benefits at levels realistic 
and adequate to existing and clearly proven needs. 

3. Amendment of the social security law to protect the monthly benefit rates 
at retirement, of workers stranded by the shutdown of plants in which they 
have long-term service, when such workers find themselves unable to find jobs 
during the remaining years between the time the plant shuts down and their 
retirement. The present provision for 5 years of dropout is not enough in the 
ease of many of the older Viscose (and other) workers rendered jobless by 
plant shutdowns. 

The best way to meet this need—to prevent workers with many years of 
service to 1 company or in 1 industry (and, therefore, with limited job ex- 
perience in other fields) from having to see their future social security retire 
ment rates cut almost in half by their ability to surmound employer prejudice 
against hiring older workers—would be an optional wage credit freeze. 
wage credit freeze device has been used to cope with the problem of perma- 
nently and totally disabled workers under age 50; it should also be used to 
meet the problem of permanently economically disabled workers—disabled by 
the shutdowns of the plants in which they served their best working years, in 
the case of such workers who are unable to find jobs. If they find jobs, then 
the earnings on their new jobs would be added to previous social security wage 
credits. 

An alternative way of meeting this problem—and it would not meet it as 
fully—would be to add additional years of dropout for workers with many 
years of covered employment. The Forand bill of the 85th Congress, we under- 
stand, would have added 1 additional year of dropout for every 7 covered 
years of employment, which would give most Roanoke Viscose workers 8 years 
of dropout instead of 5, and thus diminish the reduction in their future retire- 
ment rate. It would not eliminate that reduction, however, the way a wage 
credit freeze would, and surely Senators will agree that faithful employees with 
long years of service should not be asked to bear the cost of a plant shutdown 
not only in their years before retirement but also afterwards. 

Revision of the disability benefit eligibility requirement for work within 5 
years of the disability onset. 

4. Measures to assure unemployed workers, without jobs through no fault of 
their own, against loss of their homes through inability to meet monthly pay- 
ments on mortgages. Mortgage insurance through the setting up of a fund for 
this purpose; into which a small payment would be made by home buyers under 
Federal-insured or Federal-guaranteed mortgages, would be one tool in the kit 
needed to handle this job. 

5. Revision of the public assistance titles of the social security law to provide 
such aid to those in need of it under the Federal-State program, assuring 
eligibility for such aid to those now barred from it under requirements that they 
must be physically unable to work to be eligible. It is a cruel jest at the 
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expense of these workers that employers will not hire them because they think 
them unfit to work because they are beyond age 35 or 40 or 45, but the public 
welfare agency operates under laws which deny aid to them on grounds they 
are able to work. 

6. Extension of the Fair Labor Standards Act into currently uncovered 
fields, and raising of the minimum wage under that law, so that when a plant 
shuts down and its employees find jobs elsewhere, they will be less likely to 
have their standards of living slashed mercilessly by employers in businesses in 
or affecting interstate commerce who pay substandard wages. 

7. Enactment of the full program for strengthening of the textile industry 
put forward by the Textile Workers Union of America, including establishment 
of the Textile Development Agency. 


THE ROANOKE SITUATION 
The city of Roanoke 

The city of Roanoke, with a population of 91,921 in 1950 and an estimated 
105,000 in 1957, is the third largest city in Virginia and Virginia’s largest inland 
city. 

Roanoke County, whose chief population centers are Roanoke, Salem, and 
Vinton, had 133,407 people according to the 1950 census, and an estimated 
149,000 in 1957. 

The Roanoke standard metropolitan area consists of the entire county includ- 
ing the city. 

Roanoke is located in the Roanoke Valley, between the Blue Ridge and 
Alleghenies, at the southern end of the Shenandoah Valley. It lies almost 
exactly midway between New York City and Atlanta. 

One of the Nation’s fastest growing cities, in 1957 Roanoke celebrated its 
75th birthday and its development from the small community then known as 
Big Lick which in 1882 was given its first push toward importance by the link- 
ing there of the Norfolk & Western Railway and the Shenandoah Valley 
Railroad. 

In 1880 there were 669 people living there; in 1890, 16,159. By 1910, Roanoke 
City had grown to 34,874; its chief industries were the N. & W. Railway offices 
and shops and the American Bridge & Iron Co. (now the American Bridge 
Division of United States Steel). 

The American Viscose Corp. located in Roanoke in 1914; its first Roanoke 
unit was in operation in 1917 and the second unit in 1919. By 1920, the Roanoke 
city population had jumped to 50,832 from the 34,000-odd of 10 years pre 
vious. From then on, until recently, the city and the American Viscose plant 
grew and lived together. 

Many other businesses located in Roanoke, and the N. & W. Railway is a 
bigger employer in Roanoke than is or was the Viscose plant—but so important 
has the Viscose plant been that when in 1954 it was announced that General 
Electric planned to build a plant in Roanoke, a local newspaper exultingly 
hailed this as the biggest thing to happen to the city since Viscose located there. 

Roanoke City is the business, financial and medical center—not only of 
Roanoke County but of western Virginia, embracing some 16 Virginia counties 
in the primary Roanoke newspaper market aréa and 9 Virginia counties in 
its secondary market area, and reaching into parts of 3 North Carolina and 4 
West Virginia counties adjacent. The leading local newspaper corporation 
estimates that some 55 percent of Roanoke City department store, apparel and 
furniture store sales are made to people who live outside of Roanoke County. 
Thus, Roanoke merchants dealing in these goods are comparatively insulated 
from adverse effects of even the most drastic employment cuts in any one or 
two or three of even the biggest employers in Roanoke. This is all the more true 
becaues of the city’s diversified employment (table I). 

Diversified employment 

Less than one-fourth of the total work force is in manufacturing; the manu- 
facturing employees are less than one-third of the employed work force even 
when domestic and agricultural workers are excluded. 

In September 1958, for example, there were 13,400 employees in manufactur- 
ing, 12,500 in trade, 10,950 in service industries, 9,525 in transportation, com- 
munications and public utilities, 3,450 in construction, 2,500 in government, 
2,375 in finance, insurance and real estate, and 200 in other work. Total employ- 
ment, excluding agricultural and domestic employees and the self-employed, was 
54,900. The total labor force was 67,000, and the agricultural, domestic and 
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self-employed ran about 7,100 (over the past 3 years their number was roughly 
about 7,000). 

According to the 1958 Roanoke City directory, in 1956 there were an estimated 
155 manufacturing establishments employing 15,100 people in Roanoke. This 
15,100 manufacturing employment figure corresponds with that previously given 
for November 1956 by the Virginia State Employment Service and represented 
at that time a high point in that year which started with a low of 13,800 on that 
basis. (However, VSES since has revised its data to adjust them to 1957 bench- 
marks and table I data corresponds to the revised figures. The new November 
1956 manufacturing figure is 15,650, as shown. We will use the new data.) 

During November 1956, along with the 15,650 manufacturing employees, there 
also were 43,950 nonmanufacturing, according to the VSES. Of these 438,950 
nonmanufacturing workers, 12,700 were in trade; 11,750 were in the VSES cate- 
gory called transportation, communications, and public utilities, and 10,525 in 
service industries, to name the 3 largest categories. 

The largest single category in the manufacturing group for November 1956 
was what VSES calls chemicals, with 2,510. Food and kindred was second 
highest with 2,240. Usually chemicals ranked first in manufacturing in Roanoke. 
Now, what VSES calls chemicals consists in Roanoke mainly of American 
Viscose. Subtract from the chemicals category the American Viscose workers 
and those of Stauffer Chemical Co., which supplied Viscose with carbon bisul- 
fide and which depended for its existence on Viscose, and the chemical category 
consists of perhaps 200 or less. The chemicals group no longer is a numerically 
important employer in Roanoke, now that Viscose is almost out of the picture. 
By November 15, 1958, chemicals employment in Roanoke dropped to 530, accord- 
ing to VSES. In light of additional reductions in the Viscose work force since 
November 16—136 hourly rated persons alone were separated through Decem- 
ber 31, since November 15—it is likely that the chemicals category will be down 
to about 200 by mid-January. 

Similarly, when one looks into the nonmanufacturing category called trans- 
portation, communications, and public utilities, one actually is looking at the 
Norfolk & Western Railway—with perhaps 7,000 employees in the Roanoke metro- 
politan area in 1957—and at the electric power, gas, and telephone companies, for 
the most part. Since the N. & W. shops are in Roanoke, as well as the general 
offices, and since not only maintenance and repair but also the building of cars 
and steam locomotives was done there, part of the 11,750 total in this category 
actually were engaged in manufacturing though not so counted. 


Unemployment in Roanoke 


While employment at the Roanoke Viscose plant has been sliding off during the 
past several years, Roanoke’s employment picture as a whole has not reflected 
this but rather has trended upward as company after company located there. 
In May 1950 there were 48,050 employed nonagricultural wage and salary 
workers in the Roanoke metropolitan area; in May 1953, 51,400; in May 1955, 
a slump to 50,500; May 1956, 57,950; May 1957, 59,875. (Revised 1956 and 1957 
figures may make this series not strictly comparable. ) 

But May 1958 was the first month during the current recession during which 
the Roanoke metropolitan area had a greater unemployment percentage than 
the national average. And the May 1958 Roanoke employment figure was 55,350— 
down 4,525 from the previous May. 

Let us look at more of the data furnished by the Virginia State Employment 
Service, whose Roanoke office manager, Mr. Palmer St. Clair, has been helpful in 
supplying much information. We find that whereas from January 1956 through 
March 1958 the seasonally unadjusted figures show a lower percentage of the 
Roanoke area work force jobless than was true nationally, since then Roanoke 
has had higher percentages than the national. (Table II.) 

Furthermore, Mr. St. Clair’s estimated forecasts of unemployment percentages 
for Roanoke for November 1958 and for January 1959 were not only higher 
than those we have been given on an unofficial basis by an expert in these matters, 
but the spread between Roanoke and the national figure is widening. 

To be specific, between January 1956 and November 1957, the Roanoke un- 
employment percentage ranged from a low of 2.2 to a high of 3.8, while the 
national range was from a 2.9 low to a 4.7 high, and in no bimonthly pairing 
was Roanoke high. 

In January 1958, the Roanoke picture swiftly began to worsen as N. & W. 
commenced what became huge layoffs as its program of conversion to diesels 
from steam locomotives opened the way to dispensing with shopmen and others. 
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The N. & W. layoffs eventually went to about 2,375 later in the year but later 

some of these were recalled. Other employers joined the layoff process. The 
January 1958 Roanoke unemployment figure was 5.6 percent; the national, 
6.7 percent; March 1958, Roanoke had a 7.4 percent jobless compared to the 
national 7.7 percent; May 1958, Roanoke, 8.5 percent, national 7.1 percent; July 
1958, Roanoke 8.1 percent, national 7.5 percent; September 1958, Roanoke 7.6 
percent, national 6 percent. 

Mr. St. Clair’s estimate for November 1958 for Roanoke, on the basis of his 
office’s knowledge of the situation and the planning of employers, was that the 
unemployment percentage would turn out to be about 9.2 percent. We were 
informed in Washington, and so told this committee on November 14, that the 
national figure for November 1958 might be around 6.4 percent. That would 
have been a 2.8 percent gap between Roanoke and the Nation, to the disad- 
vantage of Roanoke. Actually, it turned out that the November jobless figure 
for Roanoke was 8.8 percent and the national was 5.6 percent—an even bigger 
gap of 3.2 percent to Roanoke's disadvantage. 

Mr. St. Clair’s “guesstimate” for January 1959 was 10.6 percent, while the 
national figure was thought by our unofficial Washington source to be in the 
neighborhood of 7.5 percent or less for the Nation. 

It should be pointed out that all figures used here are as of the 15th of the 
month, and they are not seasonally adjusted. The national figures are based 
on sampling of workers (except for January 1959) while the Roanoke figures 
are somewhat differently compiled, based on reports from 131 major employers. 

These January 1959 forecasts are not, of course, anything except informed 
guesses and in both cases perhaps on the pessimistic side. 

But the alarming thing for Roanoke is that by January nearly one out of 
every nine workers in that area will be jobless, if the forecast for that area 
is correct. Notice, too, that the forecasts go to a three-point spread between 
Roanoke and the national percentages. 

Notice also that Roanoke had a smaller unemployment percentage of its 
labor force than did the whole State of Virginia for most of 1956 and 1957; in 
1958, Roanoke has been worse off than the State of Virginia as a whole (tables 
Iland III). ‘° 

So Roanoke, classified as a group B (relatively low unemployment) area a 
year ago, now is a group D (substantial labor surplus) area since May 1958, 
and it seems reasonable to believe that when the January figures are published, 
Roanoke will be reclassified as group E. 

Now so far we have been talking about percentages of unemployment in the 
nonagricultural work force. And the Senators understand that all the Roanoke 
employment figures we have gathered for you, mostly from the Virginia State 
Employment Service, are nonagricultural and also exclude the self-employed 
and the domestics, so the figures exclude about 7,000 people. Now we are going 
to mention how many people are jobless in the Roanoke area, and discuss what 
happens to them. 

In January 1956, there were 2,150 unemployed in Roanoke metropolitan 
area—the Roanoke County figure which is the VSES estimate. By November 
1956 the figure had fallen to 1,400 but in January 1957 it was back up to 1,900. 
Then it fell to 1,600 in May 1957 and rose again to 5,500 in July 1958 in a 
steady ascent. In September 1958 it was down a little to 5,100. 

In October 1958 there were 5,600 jobless in Roanoke, or 8.3 percent of the 
labor foree, according to VSES and the Virginia Unemployment Compensa- 
tion Commission. This bears out almost exactly what we told this commit- 
tee, November 14, before the October figures became available: 

“While no official unemployment figure is available for October, there were 
1,132 new and additional unemployment benefit claims that month (up 325 from 
the September figure). Since Mr. St. Clair forecasts a 6,200 jobless figure for 
November it seems reasonable to guess that the October unemployment stood 
somewhere between 5,100 and 6,200—considering that hundreds of Viscose 
workers were laid off after September. He forecasts that 7,100 people will 
be jobless, come January 15.” 

Actually, the November 1958 Roanoke jobless figure turned out to be 5,900. 

Here is an extract from a talk given by Mr. St. Clair before the Roanoke 
industrial development meeting October 23, 1958: 


“ANTICIPATED EMPLOYMENT REQUIREMENTS 


“Anticipated employment requirements for the next 2 to 4 months period, 
as indicated by reports from 131 major employers in the Roanoke area, is not 
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too bright, with the employment level declining at an accelerated pace during 
the winter months. Closing of the American Viscose Corp. might have a 
damaging influence on several other businesses. The employment outlook for 
railroad workers is uncertain. Construction, which has already shown some 
drop, will increase further as cold weather halts outside work. A few odd 
contracts remain to be completed. 

“Seasonal hiring in trade establishments could be below normal when many 
families will be forced to curb any unnecessary spending. By mid-November 
hires in trades will be small compared with the large releases in the chemical 
industries, resulting in a net loss possibly of as many as 1,100 workers. By 
mid-January, including losses in chemicals, trade, and construction, this could 
result in a drop of around 1,900 workers from the mid-September level, which 
would place unemployment in November at an estimated 6,200 or 9.2 percent 
of the labor force, and in January, 7,100 which would be 10.6 percent of the 
labor force.” 


Turnover data 


Obviously, as unemployment increased it became more and more difficult to 
find a job. In 1956, more hiring was done in Roanoke than laying off, and 
the accession and separation rates shown in table IV reflects that. The table 
shows that the reverse of that situation was true in 1957 and 1958. 

In the best month of 1956, June, there was a net margin of 4.2 more acces- 
sions per hundred workers employed in Roanoke manufacturing than there 
were separations. But in October 1958 the situation had almost reversed itself, 
and there were 4 more separations than accessions, per hundred workers 
emploved. 

The overall manufacturing turnover data reflects the general prospects of a 
jobless Viscose worker in Roanoke. They are not good, but the turnover data 
for the chemicals industry specifically shows the swift worsening of the Viscose 
workers’ situation in just a few months (table IV, pt. 2). 

The data shows that in June 1958 chemicals payrolls increased by 1.1 per 
hundred workers, net, as 2 were added and 0.9 dropped off. 

In August 1958, the month of the announcement that Viscose was closing 
down and of the big wave of furloughing (shown in table IX, pt. 3), the 
chemicals industry payroll dropped by a net of 20 per hundred workers as 21.2 
separations and 1.2 accessions per hundred workers occurred. 

In October, there were 53.8 more separations than accessions, net, per 
hundred as layoffs from Viscose’s shrunken payroll continued. There were 
54.6 separations, and 0.8 accessions per hundred. 

The August accessions rate of 1.2, incidentally, reflects in part the calling 
back to work at Viscose, in the Filatex and core departments, of workers 
previously furloughed. 

Notice also, please, how the quit rate in chemicals, lowest of all manufacturing 
industries in June, rose to second highest in October. June was before the 
announcement that Viscose would shut down. October was after that an- 
nouncement. A few workers at both Viscose and a chemical company plant 
which supplied Viscose and which was dependent for its existence on this rela- 
tionship had begun to make connections elsewhere. 

The worsening situation is shown also by the activities of the unemployment 
offices of the Virginia State Employment Service at Roanoke and elsewhere in 
the State. 

Table V, indicates that in the 11 months of 1958, January through November, 
almost as many jobless workers in Roanoke filed unemployment compensation 
elaims for the first time during that benefit year as in 1956 and 1957 combined. 
More workers filed continued claims in the January—-November 1958 period than 
in 1956 and 1957 combined, in Roanoke. 

In the first 11 months of 1958, jobless Roanoke workers collected more weeks 
of benefit checks and more money in benefits than in 1956 and 1957 combined. 
Unfortunately, the data for 1958 are not strictly comparable to those for the 
years 1956 and 1957. 


Jobless benefits to more, but more erhaust unemployment compensation 

However, the data does show the way Roanoke unemployment office activi- 
ties increased as a percentage of Virginia’s. In 1956 and 1957, for example, 
unemployment benefits paid out in Roanoke amounted to 4.9 percent of the 
State ficure, while in the first 11 months of 1958 Roanoke jobless received 6.2 
percent of the State total. 
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A grimmer set of figures, in column 6 of table V (and this set does have com- 
parable figures for the entire period shown), deals with the numbers of workers 
who exhausted their unemployment compensation benefit rights. In 1956 and 
1957 the Roanoke figures for such workers were, respectively, 795 and 777; but 
in only 11 months of 1955, January—November, it had soared to 2,591, or more 
than 3 times either of the 2 entire earlier years. For the whole State, the 
exhaustions in 1956, 1957, and the first 11 months of 1958 were, respectively, 
19,808, 21,283, and 41,337. 

While our data for exhaustions among Viscose workers is based on a fraction 
of the total situation in early November 1958—and at that time many of the 
workers had not been receiving benefits long enough to have exhausted but by 
the time this is in print that situation will have changed—we did find that at 
least 75 Viscose workers, 31 males and 44 females and probably more, had been 
told they had all the unemployment compensation benefits they will receive 
this benefit year. 

Senators understand that today in Virginia, a jobless worker's benefit year 
begins when he makes his initial claim in any 52-week period. If he files 
initially September 1, for example, his benefit year ends August 31 the next 
calendar year. During that benefit year the jobless worker may draw up to 
a maximum of 18 weeks of benefits, depending on his former earnings in covered 
industry during a continually changing base period. (Prior to 1956 amendments 
to State law, everyone had the same benefit year.) After the 52 weeks of 1 
benefit year are over, the worker may, under certain circumstances, receive a 
second round of benefits based on the earnings before unemployment even if 
there has been no employment between rounds of benefits. This is more likely 
to help higher-paid than lower-paid workers. Duration of the second round is 
determined by the new base period, but it is possible that it too, may be for 18 
weeks. The maximum amount of benefits, also determined by the former earn- 
ings in the base periods, is $28 per week. 

To qualify for $28 a week benefits, for example, a worker must have earned at 
least $675.01 during his highest quarter of earnings during the first four of 
the last completed five calendar quarters preceding the first day he files a valid 
claim for benefits in any 52-week period. And he must also have earned at least 
$840 during the base period (the first four quarters). To qualify for 18 weeks 
at the $28-a-week level, the worker must have earned at least $1,960.01 in the 
base period. Most Vicose workers who were steadily employed throughout 
a 12-month period would have qualified for these maximum benefits of $28 
times 18. 

However, this maximum benefit level obviously is inadequate both in terms 
of cost of living and of the income insured. While Virginia has one of the 
lowest maximum weekly unemployment compensation benefit levels among the 
49 States, it is not the lowest nor is it the State whose maximum benefit level 
is the lowest percentage of average weekly earnings insured—our data indicates 
that no State insures as high as 60 percent of the average weekly wages in the 
State, and only four States insure 50 percent or more of their average weekly 
wages. This is a great change from 1939, when Virginia insured 74 percent of 
its average weekly wage via unemployment compensation benefits, and when 
bo State insured less than 50 percent. 


American Viscose in the industry 
The American Viscose Corp. manufactures five products in very large 
quantities : 
High tenacity viscose yarn for automobile tires, 
Regular and intermediate tenacity viscose yarn for the textile industry 
(the bulk of Roanoke production was of this type), 
Acetate textile yarn, 
Viscose staple fiber for textiles and carpets, and 
Cellophane for the packaging industry. 
In the fields of tire yarn, staple fiber, and viscose textile yarns the company 
is the largest producer in the United States, and the second largest producer 
in the field of cellophane. 


The company’s difficulty at the Roanoke plant stems in the first place from 
the rapid shrinkage in the market for the textile type viscose yarn. Plants 
running viscose textile yarn constituted the bulk of the entire rayon industry for 
most of its history since the beginning in 1910 at Marcus Hook, Pa. Annual 
production passed the 200 million pounds per year in 1935 and rose gradually to 
its peak of 325 million pounds in 1951. The decline was rapid. In 6 short 
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years the annual production stood at 165 million, approximately half of the 1951 
rate, and the 1958 production is estimated to be even lower, at 148 million 
pounds. 

Roanoke is the third of the company’s plants producing viscose textile yarns 
to be taken out of production. Marcus Hook was abandoned as a rayon plant 
in 1954. However, the company’s research facilities at the same location were 
expanded and in addition the mothballing of equipment lasted long enough so 
that about 150 of our members were still on the payroll to be transferred to the 
new cellophane plant which has now occupied the site of the former rayon plant. 

The Parkersburg, W. Va., plant of the company ceased all spinning opera- 
tions in 1956 in the large B and C spinning units leaving only the small A unit 
spinning a special type of textile yarn. After much hesitation and careful cost 
figuring the company tore out the textile spinning frames in the B and C units 
and put in their place staple fiber spinning machines to produce staple for the 
carpet industry. In the case of Parkersburg the changeover followed so closely 
on the shutting down of the former operation that most of the employees who 
had been on the payroll during the preceding 2 years were recalled to work. 

Although the virtual closing of two plants producing viscose textile yarn re- 
duced the company’s productive capacity in this field by approximately 50 per- 
cent, the other facilities of the company making the same type of product con- 
tinued to lack enough orders to keep their operating cost figures in the black. 
Very soon the same question regarding closing another operating unit in the 
textile yarn field became urgent as all units in this end of the rayon business 
went heavily into the red. The company searched for a long time for a new end 
use for its former bread and butter product, viscose textile rayon. But none of 
the areas explored opened up as a substantial new market for rayon. 

Expansion at the Roanoke plant site in either staple fiber or cellophane was 
not economically feasible since the equipment at both Marcus Hook and Parkers- 
burg plants has been underemployed since installation ; and the fact that the mar- 
ket for cellophane had been so soft that the startup at Marcus Hook was delayed 
6 months until July 1958 and the speed of placing additional machines on line was 
slow. 

But even if both Marcus Hook and Parkersburg plants run full and further 
expansion in either field—staple fiber or cellophane—seems economically desir- 
able, such expansion into the Roanoke area would have to wait until both Parkers- 
burg and Marcus Hook have been further expanded. This is because installa- 
tions for these products should have a capacity approaching 100 million pounds 
annually to reach reasonable operating efficiencies, and to reach this level each 
plant needs approximately to be doubled. 

A brief study of tables XXVI and XXVIII, showing rayon staple fiber pro- 
duction, quantities of imports and exports of staple fiber and the domestic price 
in parallel columns, and table XXVII, which lists certain domestic prices for 
three basic rayon products, indicates clearly a- large part of the difficulty in 
which the American Viscose Corporation finds itself: 

Prices in the rayon section of the textile industry are as chaotic and unreal- 
istic in relation to cost of production as is true in all of the other major 
branches of the textile industry. The situation in staple fiber is further 
seriously complicated by the high level of imports at substantially less than 
our low domestic price. 

Most of the countries and individual firms who ship staple fiber to the United 
States also export to neighboring countries in Europe. The difference in their 
pricing policy is interesting. Staple fiber which crosses an international boundary 
from one European country to another enters the importing country for sale at 
the importing country’s own internal price. The same exporter ships to the 
United States and sells in the United States market at two or more cents per 
pound below our domestic producers price although his own domestic price 
is substantially higher. A large proportion of these imports to the United 
States seem clearly to classify as dumping. Although the anti-dumping law 
was amended at the last session of Congress it has not yet been implemented in 
a way that will furnish relief. 


American Viscese in Roanoke 


Now, let’s get back to the American Viscose Corp. plant at Roanoke, and 
its employees, most of whom are members of the Textile Workers Union of 
America, AFL-CIO. 


We mentioned that the first Viscose production unit was in operation in 1917 
and the second one in 1919. There were 1,000 employees in 1917 and 1,700 in 
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1919. In 1922 the third production units was completed, and in 1923 the fourth. 
In 1928, with the fifth and sixth production units in, there were more than 5,000 
employees. The peak employment was in 1929—about 5,500, including 200 
construction workers. In 1932 the plant was closed for the first time, for about 
6 weeks; another layoff came in 1937. But these shutdowns were the exception 
to the rule. 

In 1941 came changes in processing spun yarn, eliminating wet-reeling and 
finishing departments in a shift to cake-washing and dry-reeling, and a drop 
from the employment peak down to about 3,600 employees. Some of the people 
were reemployed at the Front Royal, Va., American Viscose plant. From then 
on, the plant practically ceased to hire new people—mostly laying off and 
recalling employees as needed—except that in 1956 some young people (mostly 
men) were hired. (Notice the bump at the two-year seniority level in the male 
seniority table) (table VII, pt. 1). 


The Roanoke Viscose workers 


From 1911 to 1950 the rayon industry was a growing industry—it could sell 
all it produced, and Roanoke Viscose shared the fruits of the national industry 
situation. 

' Workers were hired young—boys and girls came on the payroll at ages as 
young as 14 to 16, and men in their early early twenties, and they stayed. 
Tables VII and XII show that in most age groups and for the entire payroll 
the women outranked the men in seniority—and both men and women had 
many years of service. 

The average seniority in the plant was 23.7 years—23.5 years for the men 
and 24.2 for the women. But the average in the age 60-64 group was 33.8 
years—33.7 for the men and 34.8 for the women—and in the age 55-59 group 
it was 33.0—33.4 for the men and 30.6 for the women (table XII, part 2). 

More than half of all the 1,717 men—797, or 53.8 of the 1,479 hourly-rated 
men—and 113, or 47 percent of the 238 salaries men—have 30 or more years 
seniority. The same is true of exactly half the hourly-rated women (241 of 
the 482), but the salaried women had less seniority as a group—only 26.5 per- 
cent of the 83 salaried women had 30 or more years seniority, and to get the 
top half of the salaried women you have to include those down to only 19 
years (table VII). 

The company did not hire above age 25, for the most part. 

The average age of the Roanoke Viscose worker is above 48. The median age 
of the whole plant payroll was slightly over 51, and 54 percent of the people 
were age 50 or over. The medium age of the men was about 51.6, and 55.9 were 
age 50 and over. The median age of the women was not quite 50, and 48 percent 
were age 50 and over. 

Men outnumbered women 3 to 1 overall, and—except for the 45-49 age group— 
outnumbered women in every age group by ratios of from 3 to 2 up to 9 to 1 
(table XI, pt. 2). 

Shifting attention from the entire plant payroll to the hourly rated people, 
and these are our members, we see from table VII that the median age of 
the men is slightly over 52, and of the women, slightly over 50. The table shows 
that 840 men and 250 women, or 1,090 of the 1,961 hourly rated people, were 
50 years old, or older, in August 1958. That is almost 55 percent of the hourly 
rated people. 

Many of the hourly rated people have worked in this plant for 25, 30, 35 and 
more years. You see from table VII that 797 men and 241 women, hourly rated, 
had 30 or more years of service. That's 1,038 of the 1,961 people in this cate 
gory, or almost 53 percent. It is 53.8 percent of the men, and 50 percent of 
the women, as was stated before. We will return to the age and seniority data 
again as we study its impact. 

If you take the age 40-and-over hourly rated workers, you have 1,064 men 
and 429 women, or a total of 1,598, or 81.2 percent of the hourly rated people. 
Many have little or no work experience except in procedures essential to making 
rayon by the viscose process but unused in other industries. They are the 
people in trouble today. 

They are good workers, good citizens, good people. The plant managers de- 
scribe them as “the cream of the crop—mature, faithful, good employees, the 
salt of the earth.” Mr. St. Clair told the researcher retained by the union to 
do a study of the Roanoke situation that he, Mr. St. Clair, did not know “where 
you would find a more dependable, more reliable, more hard-working” group of 


people than these Roanoke Viscose workers. 
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But 1951 through 1954 were bad years for the company, and 1957 was another. 
New fibers competing with rayon, people wearing less clothing and less rayon 
in clothing, less of an export market—and plant machinery unadaptable to 
producing anything except rayon, led to the announcement August 4, 1958, by 
the company at its Philadelphia office that the Roanoke plant would be closed 
down. 

From an average of 3,176 employees—salaried and hourly rated—in 1948 the 
payroll rose to 3,277 in 1950 and then went down. 


Workers furloughed as payroll drops 


In 1951 it was 3,z21; in 1952, 2,404. In 1953 came a respite in the decline— 
a rise to 2,957. Then in 1954 a fall to 2,450. The next year the same number 
of employees—or, rather, less, at 2,449. In 1956 there were 2,362; in 1957, 
2,138. In 1958, according to the figures supplied us by the company for use at 
this hearing, the average will be 1,660. (See table LX, which shows layoffs in 
1956-58 ; it does not show total plant payroll reduction, because it includes only 
hourly rated people and does not show recalls to work. Layoffs are governed 
by seniority in the department and plant. Table X shows plant seniority by 
department and sex.) 

When the plant-closing announcement was made, there were 1,750 people in 
the plant. As of November 6 there were 462 people working; 57 were dropped 
by November 14, the day we gave oral testimony to this committee. 

Another 136 workers were laid off between November 15 and December 31, 
1958, in the hourly rated category, so that by December 31 there were only 169 
people working in a plant where once 5,500 earned a living. 

Of the 169 temporary survivors, 70 worked in 2 departments which we are 
told will be or have been sold to their former managers, and which will be 
transferred out of the plant—perhaps out of the city. These two departments 
make Filatex, a rubber-cored, fiber-wrapped product. 

So after these many years of service—20, 25, 30, 35, even 40 or more years— 
these hundreds of people are not needed by Viscose in Roanoke. Most of them 
are too young to retire. Many of them are finding that they cannot find jobs— 
and in many of these cases they discover that they are thought to be too old 
to hire. 

This is the problem. They are steady people, dependable, the salt of the 
earth, hard-working. But many of them have been unable to find work. 

We know the problems of these, our members. We know from day-to-day 
operations of the union in seeking to help them meet the impact of the situa- 
tion, from countless discussions, and from a survey we conducted. Replies to our 
questionnaire were received in November 1958. Many workers not only answered 
the questions but also volunteered comments and further information. From 
these comments we quote a few on the subject of the age barrier they find in 
seeking new work: : 


Too old to work 


A 42-year-old spinning attendant with 10 years and 11 months of service at 
the Viscose plant writes that in the time since his layoff in mid-August, “I have 
contacted 47 different firms and businessmen in the Roanoke Valley. Twenty- 
eight accepted my application with the promise I would be considered for work 
when a vacancy occurred. Nineteen refused by application due to the fault I am 
too old at 42 years and inexperienced. 

“TI will give my consent for my questionnaire and this letter be made public. It 
might open the eyes of the people to the fact that a man at 42 has many good 
working years ahead of him and at that age must have children still depending 
on him for support and need him most. 

“And for being experienced for work it is impossible for a man to know every- 
thing so if I was given a chance elsewhere to learn a trade I would accept gladly. 
The employers in Roanoke have nothing for me. I have a wife and seven children 
to support. God only knows what will happen to us.” 

A 49-year-old shift electrician and trouble-shooter writes that “there are jobs 
open at the N. & W. Railway for all first class electricians but our age holds 
us off, mine by4+ years. Why? 

Another man writes “When you bring the questionnaire before the Senate I 
think it would be a fine idea to also bring the age limit up too. I am 47 years 
old and every place I ask for work I am turned down because I am over 40 years 
old.” And a 54-year-old man wrote bitterly that “you cannot buy a job at 
my age.’ 
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One 45-year-old woman, a corner in the processing department with 28 years of 
service to the company, laid off in late August, writes in part that “The people 
that I have asked for jobs tell me I am too old, or they will not hire me because 
I have not had any experience for their work.” 

A 48-year-old woman with 30 years seniority, a creeler in the beaming depart- 
ment, writes that “I have been to 16 different places seeking a job in Roanoke, 
Va., and am told I am either too old or not experienced. To old to work at 48 
years. And not old enough for pension plan. Don’t seem fair to me.” She also 
has been out since the end of August. 


What are we to do? 


A 46-year-old paper machine operator, a woman with 30 years seniority, out 
since the end of September, writes “I cannot find work here, everywhere I go 
loking for work they either say you are too old or we have people laid off, now I 
ask you gentlemen what are we todo? What is going to happen to us people who 
are past the age of 40 and 50 we cannot draw a pension, our unemployment is 
not going to last long, so what is there left to do?” (I might interject, the 
lady said “our unemployment is not going to last,” but presumably she meant that 
the unemployment compensation benefits are not going to last. She had already 
drawn 8 unemployment checks, and as you know in Virginia we have a maximum 
of 18 weeks of benefits in any benefit year—and a $28 a week maximum benefit 
check.) 

Now, you notice that there are several factors here that work against these 
people getting jobs. Some employers think they are too old. If age 40 is too old, 
then 3 out of 4 Roanoke Viscose workers are in that class (table VII). They 
are inexperienced in other trades (except for the skilled trades such as electric- 
ians, carpenters, machinists, etc. and many of the salaried people). And other 
employers have their own laid-off workers who must be reemployed first, which 
of course is only right. 

Some employers are blunt about not hiring above a certain age, while others 
profess more flexibility. A telephone survey of all firms with 500 or more 
employees, as listed by the 1956 Directory of Manufacturers and Utilities in 
Roanoke, Saleny, and Vinton and Roanoke County, published by the Roanoke 
Chamber of Commerce, revealed the following : 

Two could not be reached or did not answer. 

Two personnel people said they hire no production people over 35 years old. 

One hires no inexperienced people over 35 and no experienced ones over 45. 

One hires women up to 35 or 37, men up to 45 for production and over 45 if 
for maintenance, watchmen, etc. 

Two say they have no maximum age but have laid-off people to rehire (and 
one of these has a rigid medical examination prerequisite) . 

Two say they have no maximum age and have hired a few Viscose workers. 

The manager of the industrial department of the Roanoke Chamber of Com- 
merece, Jack M. Goodykoontz, told our researcher that in some cases company 
policies prevent hiring those over 45. He felt that as younger, more dextrous 
workers move up into better jobs when such opportunities occur, former Viscose 
workers will gravitate into the vacated jobs. And he admitted that in these 
cases “gravitate” means downward. He spoke regretfully, but took a view about 
the future job prospects of many of these workers similar to that voiced by 
others—some would get jobs, some would get jobs not as good as those they’d 
had, and others would have difficulties. 


Jobs for 4 out of 150 older workers in November 


A fragmentary view of the rehiring prospects of Viscose workers over 45 is 
afforded by data from the Virginia State Employment Service office. 

In May 1957, 38 of the 299 workers placed in jobs by VSES Roanoke office 
were age 45 and older, or 12.7 percent. In November 1957, 25 of the 166 persons 
placed were 45 and over, 22.9 percent. In May 1958, 33 of the 195 persons placed 
were in this 45-and-older group, or 12.8 percent. In November 1958, 40 of the 
140 job placements went to this group, or 28.6 percent. This looks like progress, 
and to the extent it really is progress we applaud. 

But the total number of jobless workers in the Roanoke VSES active file at 
the end of the months of May 1957, November 1957, May 1958, and November 
1958 were, respectively, 2,084, 2,807, 4.861, and 4,435. And the 45-and-older 
group in the active file at the end of those months numbered, respectively, 567, 
809, 1,212, and 1,499 (table VI). 
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So the placements of those 45 and older, as percentages of the totals in the 
active file of those in that age group, dropped from 6.6 to 3.1 to 2.72 to 2.67 (4 
out of 150) during those months. The grim reality for these people during the 
only 4 months for which the Roanoke VSES has full data is that proportionately 
fewer and fewer of these older workers seeking VSES help were placed at work. 
This, despite the fact that the employ-the-older-workers drive has been on for 
so long. 

The figures do not show how long the affected workers were unemployed, what 
sort of jobs they finally got, at what pay levels compared to their former pay or 
at what levels of skill and responsibility, or how far from their homes. 


TWUA survey, 6 Out of 10 reply 

The Textile Workers Union of America was not satisfied to guess what is 
happening to these members of ours and to the other Viscose workers at Roanoke, 
or to go on the basis of only that part of the picture that was obvious. We 
wanted to know, and we wanted you to know. So we sent out a questionnaire 
to each of the people on the company’s plant mailing list—and I might acknowl- 
edge at this point the cooperation we've had from the company in this and other 
respects in developing the data for this testimony. It went to salaried and to 
hourly rated workers alike. It went to 2,269 persons. 

Senators will want to know when the questionnaire went out and how many 
were returned. The questionnaire went out on Friday and Saturday, October 31 
and November 1. On the table before me are the envelopes in which the replies 
came back. Senators know that normally only a minor fraction of the total 
number of mail questionnaires ever return, in most cases. Well, up through 
November 12, were received 1,322 replies. That's a response, to that date, of 58 
percent. That was the response on which preliminary figures were given this 
committee on November 14. 

The total response, through November, was 1,397, or 61.5 percent, of the ques- 
tionnaires sent out. It is 61.2 percent of the payroll as of August 13, 1958. 

I might add that we are convinced that the large response, both from 'TWUA 
members and from nonmembers, from salaried and hourly rated persons, in 
itself is evidence that a large number of persons are in trouble and need help. 
Not all those who replied are in trouble; some are reemployed elsewhere and 
satisfied, but they knew that the data was being assembled for the good of all 
and they knew others needed help so they answered also. I think that the 
fact this many answered is evidence of a widespread confidence by these people 
in their union, because the questions were searching as you will see. 

A copy of the questionnaire is appended. 

The large response is, in itself, a plea for consideration by this subcommittee 
and by the Congress of their need, because we told these people in a covering 
letter that went with the questionnaire that we are compiling the data for 
you because you would want the facts, not guesswork. 

We asked questions designed to find out how many were still in the Roanoke 
Viscose plant out of the group that would reply, how many are in other Viscose 
plants, how many in other full-time jobs, how many in part-time jobs, how many 
unemployed but studying new work skills, how many unemployed and seeking 
work, how many were sick, how many retired, how many self-employed, in 
business or sales on commission. Also, we sought other data, on unemploy- 
ment, on their finances, on what they may have lost while jobless, marital 
status and number of dependents, where they live, whether in the case of those 
on new jobs they are working at comparable skills and pay. 

Who answered the TWUA questionnaire? How representative are the re- 
turns? We think they are fairly representative, although certain biases in 
the distribution of respondents are discernible. 

Table XI, part 4, shows that 60.6 percent of the entire plant payroll of 2,282 
as of August 13, 1958, responded to the age question (compared to 61.2 percent 
of payroll that responded to any questions, and to 61.5 percent of the 2,269 
questionnaires that were sent out). Women tended to respond more than did 
men—59.1 percent of the men and 65.5 percent of the women, answered the age 
question, and there were five men and eight women who responded to questions 
but not the agé question (table XI, pt. 1). 

Table XI, parts 3 and 4, are comparisons between the ages of the people on 
the entire plant payroll and the respondents, and both parts show clearly that 
overall the older workers tended to reply to the questionnaire more than did 
the younger ones, but this is more true of the men than of the women. 
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In the small 20-29 age bracket, with 7.5 percent of payroll, roughly one out 
of three workers answered. In the 30-59 bracket, with 17.3 percent of payroll, 
nearly half the workers answered. In the 40-49 bracket, with 21.2 percent 
of payroll, three out of five answered. In the 50-59 bracket, with 41.9 percent 
of payroll, nearly two-thirds answered. In the 60-and-older bracket, with 
12.1 percent of payroll, 85 percent answered. 

The men, with their 3 to 1 numerical dominance over the women on the pay- 
roll, caused the response pattern described above. The response percentage by 
the males, in 5-year groups starting with ages 20-25, moves steadily upward 
from 29.3 to 85.4 percent, with only a slight dip (from 58.5 percent at 40-44 to 
57.5 percent at 45-49), but with percentages slightly under the overall ones. 

The responses of the women, with percentages consistently above the overall 
ones, move up in an unfaltering curve from 47.6 percent at age 25-29 to 82.6 
percent at 60-65 (the 75 percent set in the 20-24 bracket was by three women 
out of four, too small a group to be significant statistically). 

However, since the plant payroll was dominated by the older worker, numeri- 
cally, the response bias toward the older worker component is not too great 
to discredit the representativeness of the response. Besides, it is the older 
worker whose problem is more difficult—those in the twenties and thirties can 
more readily pick up the pieces and start again, though their difficulties during 
unemployment and relocation are not to be minimized nor ignored. 

It also is likely that older workers responded in greater proportion because 
they are more accustomed to meeting their work problems through their 
union, and have a more serious appraisal of the situation. 


Women in more trouble 

It is thought that the reason the women were more responsive to the question- 
naire is that they were in greater difficulty. 

While a greater perecntage of the women were employed at the time of the 
questionnaire than in the case of the men, this was because more of the women, 
proportionately, were still at Roanoke Viscose and knew they had not long 
to remain. Table XIV, part 1, shows that 261 of the 1,019 male respondents to 
the questionnaire’ were employed elsewhere than Roxnoke Viscose, 25.6 percent, 
while only 45 of the 378 women respondents, 11.9 percent, had found new jobs. 

The women have been laid off longer. Table IX shows that more women abso- 
lutely than men were laid off in 1956, and disproportionately more women were 
laid off in 1957 and 1958. Table XVIII shows that, at the time of the question- 
naire in November 1958, women have been unemployed longer (more weeks of 
idle time) than men. 

The table IX layoff data cited above: 

In 1956, 287 women and 260 men were furloughed; in 1957, 353 women and 
484 men; in 1958, 435 women and 1,105 men. Please remember that the plant 
payroll, active and furloughed, as of August 13, 1958, carried 75.2 percent men, 
24.8 percent women (table XI, pt. 2). 

The table XVIII duration of unemployment data cited above: 

Of 253 respondents to the questionnaire who were furloughed in 1957 and 1958, 
93 men, Or 36.8 percent, were furloughed in 1957 and they averaged 22.1 weeks 
of idle time since their Viscose jobs. But the 18 women, or 7.1 percent of the 253 
respondents, who were furloughed that year averaged 46.9 weeks of idle time. 
Similarly, the 121 male respondents furloughed in 1958 averaged 4.2 idle weeks 
compared to the 12.4 idle weeks averaged by the 21 women, or 8.3 percent, fur- 
loughed in 1958. 

The greater difficulty of the women in finding new jobs—or perhaps in some 
cases their ability when husbands are working to avoid taking the lowest pay 
jobs—is indicated by responses to questions on the number of jobs obtained 
Since furlough from Roanoke Viscose (see table XVI, pts. 2 and 3). 

Among those employed full time, 47 men out of 378 male employed respondents, 
12.4 percent, said they had had several jobs since furlough at Viscose. But 
only 5 women, out of 144 female employed respondents, 3.5 percent, had several 
jobs since furlough at Viscose. 

Among those employed part time, 27 male respondents—7.1 percent of em- 
ployed male respondents—had several jobs, but oniy 3—2.1 percent of employed 
female respondents—had several jobs. 

Among the unemployed at time of questionnaire, 61 males—10.6 percent of 
the unemployed male respondents—had had at least 1 job since furlough, 
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but 27 women—12.2 percent of the jobless female respondents—had had at least 
1 job since furlough. 


Seniority 


The 2,282 persons on the plant payroll as of August 13, 1958, averaged 23.7 
years of service, each, at Roanoke Viscose. The 1,717 men averaged 23.5 years, 
while the 565 women averaged 24.2 years (see table XII). 

The 1,365 respondents to the questionnaire who gave seniority data averaged 
26.2 years each, the 999 men averaged 26 years, and the 366 women, 26.7 years, 
each. 

Seniority data was given by 97.7 percent of the total 1.897 respondents to the 
questionnaire. 

It will be seen from these averages that the respondents averaged 2.5 years 
more seniority than did the entire plant payroll. (Here, again is the tendency 
of older workers at Viscose to answer. It is possible also that in part the 
apparent biases in both age and seniority toward older workers is exaggerated— 
that it stems in part from the fact that the data for plant payroll are as of 
August 1958 and the data for respondents to questionaire are as of November 
1958, and that, therefore, roughly one-fourth of the respondents passed birth 
and seniority anniversaries during the period between August and November and 
moved up 1 year in the tables and calculations. ) 

It also is to be noted that the 2.5 year spread between the average seniority 
for the whole plant payroll and for the respondents was exactly duplicated in 
the spread between seniority averages for the males in plant and in respondent 
group and also in the spread for the females. 

However, when the age groups are considered, it will be seen that all persons 
in the 20-24-year-age group who answered tended to have less seniority 
than did their entire age group in the plant, as was also true of the men in the 
25-29, 50-54-year-old and the 60-and-older groups, and the women in the 35-39- 
year-age group (table XII, part 3). 

But the percentage of difference between seniority of payroll and of respond- 
ents was not great in any age group—it averaged 10.5 percent for both sexes, 
10.6 percent for the males and 10.3 percent for the females, and—except for a 
few age groups with relatively few persons in them—did not go significantly 
beyond the 10 percent difference. 

A word about how ve handled the employment status data. We tended to be 
on the cautious side If, for example, a person replied that he was no longer 
at Viscose but gave no further information as to what he was doing, or gave 
an answer that could not with assurance be classified, we counted it as informa- 
tion “not available” rather than assume he was unemployed. If a person said 
he was still working at Viscose but only temporarily and would soon be out— 
and some gave the termination date which in some cases was before this hear- 
ing date—we marked it as still at Viscose. If “sick” was marked but also 
“jobless,” it was counted as sick and out of the labor force, not jobless, even 
if the person would soon recover and seek work. And so forth. 

So our count for the various categories is biased in the direction of minimiz- 
ing the number of those unempolyed and seeking work as of the time the 
questionnaire was answered. That means it is further biased in the direction 
of minimizing the number of jobless today. 

Now what did the survey reveal? 


SURVEY FINDINGS 
More jobless than working 


Of the 1,397 workers who answered the questionnaire, out of a total mailing 
of 2,269, we find that at the time they responded (most of them in the first two 
weeks of November 1958 and the remainder in the latter half of November), 
the following was true: 

Seven hundred and ninety-nine were jobless and seeking work—577 men and 
222 women (table XIV and XIVa). That is 57.2 percent of the total respond- 
ents; 56.6 percent of the men, 58.7 percent of the women. Sixteen of these— 
7 men and 9 women—1 percent of the respondents, 2 percent of the jobless— 
were studying new job skills. 

Five hundred and twenty-two were employed—378 men and 144 women respond- 
ents had jobs of one kind or another. This includes the 216 still at the Roanoke 
Viscose plant at the time of response to the questionnaire, and the 108 on part- 
— er and the 182 on new full-time jobs, and the 16 men who were self- 
employed. : 
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The 522 employed were 37.3 percent of the total respondents. Of the 522, 
378 were men and 144 were women. The 378 men were 37.1 percent of the 
male respondents, 38.1 percent of the female respondents. 

Two hundred and sixteen were still working at the Roanoke Viscose plant— 
117 men and 99 women—15.5 percent of the total respondents, and 41.4 percent 
of the total employed respondents. The 117 men were 11.4 percent of the total 
male respondents, and 30.9 percent of the employed male respondents. The 99 
women were 26.5 percent of the total female respondents, and 68.7 percent of the 
employed female respondents. 

Of course, after the questionnaires were filled out and returned to be tabulated, 
many of those still at Roanoke Viscose were let go. And most of those who are 
still there today are on borrowed time as far as that job is concerned. They 
knew it and in some cases told us the date they were scheduled to be dropped; 
these dates are long since past, but these people are counted here as still 
employed at Viscose. 

Three hundred and six were employed elsewhere than at Roanoke Viscose. 
This in turn includes 14 at other American Viscose Corp. plants, the other 168 
people on new full-time jobs, the 108 part-times and the 16 self-employed men. 
The 306 working elsewhere were 29 percent of the total respondents, 58.6 percent 
of employed respondents. 

Of the 306 employed elsewhere, 261 were men, 45 were women. The 261 men 
were 25.6 percent of all male respondents, 69.1 percent of employed male re- 
spondents. The 45 women were 11.9 percent of the female respondents, 31.3 
percent of employed female respondents. The disparity between success of men 
and women in getting new jobs has already been commented upon. 

Sixteen men—and no women—were self-employed—in business or in commis- 
sion sales. That is 3.1 percent of the total response, 1.6 percent of the male 
respondents, 4.2 percent of the employed male respondents. The businesses these 
men have gone into include grocery stores and gas stations, on one hand, and 
commission sales on the other. One new merchant in the group commented about 
himself, ‘slowly starving.” 

Fourteen—1 percent of the total respondents, or 2.7 percent of the employed 
respondents—were working at other American Viscose Corp. plants. That is 
13 men—1.3 percent of all male respondents, 3.4 percent of employed males—and 
one woman. These people do not carry with them their old seniority rights. 
More on this group later. 

One hundred and eight found part-time work—20.7 percent of the employed 
respondents and 7.7 percent of the total respondents—and of these 108, 85 were 
men and 23, women. That is, 8.3 percent of all male respondents, and 22.5 percent 
of employed men respondents; and 6.1 percent of all female respondents and 
16 percent of employed women respondents. 

If we look at the question of what age groups were employed, a grim picture 
for the older worker emerges (table XIII, part 1). 

While 39.5 percent of respondents still in the labor force were employed and 
60.5 percent unemployed, more than two-thirds of those under 40 were employed, 
about one-third of those in the 50-59-year-old bracket and scarcely more than 
one-fifth of those 60-and-over were employed. And these fractions include those 
still at Roanoke Viscose, where seniority was still at work to protect the older 
workers. 

For example, 81.8 percent of the 25-29-year-old group—85.3 percent of the men 
and 70 percent of the women—were employed. But only 25.7 percent of the big 
55-59 age group—26.2 percent of the men and 23.6 percent of the women—were 
working. 

This may be viewed in another way (table XIII, part 2)—the median age 
of all respondents was 52.7 years; of the employed, 47.6 years, and of the un- 
employed, 54.2 years. The median age for all respondent males was 53.5, for 
employed respondent males was 46.9, and for unemployed, 55.3. Similarly, the 
median age for women respondents was 50.8, for employed women respondents 
was 48.8, and for unemployed 51.4. 

Seventy-six respondents—or 5.4 percent were counted as out of the labor force. 
Four had retired; most of the others were on the sick list but some were out 
for other reasons, as in the case of one full-time college student. Three men 
and one woman retired; 6] other men and 11 other women were counted as out 
of the labor force. Some of the sick and of the others doubtlessly will be back 
in the labor force if they are not already so. (Please remember that the question- 


naires went not only to those at work in the plant but also to those furloughed 
or on sick leave.) 
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We have remarked on how jobs were fewer among the older workers, propor- 
tionately. Jobs were fewer among hourly rated Viscose workers than among 
salaried Viscose people, at the time of response to the questionnaire. Table XV 
tells the story. 

Sixty percent of the managerial and administrative people among our respond- 
ents, and 65.8 percent of the clerical people, were employed. But 48.9 percent of 
the skilled workers (mechanics, foremen, etc.), 30.3 percent of the semiskilled 
(production workers), and 34.8 percent of the unskilled (labor gangs, etc.) were 
employed. 

And it is among these latter three categories, especially the semiskilled, that 
the bulk of the people on the plant payroll are to be found. 


Marital status 


While 92.3 percent of the male respondents and only 58 percent of the females 
were married, a number of the women including the single women had dependents 
to worry about in unemployment. Table XVI reflects this aspect. 

(So does also table XIX, which shows among other things that 201 workers 
while unemployed depended on working spouses for support, in part—138 men 
and 63 women were such dependents, and 149 men and 82 women will be such 
dependents in future unemployment. And tables H—-W 1-6 also give information 
on the reciprocal support relationship between Viscose men and women—they 
are based on responses from 42 married couples of whom spouses worked at the 
Viscose plant.) 

Among respondents who gave both employment and marital status, employed 
married workers were 32.2 percent of the total, and unemployed married workers 
were 50.6 percent ; the married male respondents showed a similar division with 
36.2 percent employed and 56.1 percent unemployed, of total males giving 
responses to both questions. Among female respondents, 21.8 percent were 
employed and married ; 36.2 percent were unemployed and married. 

Marital status does not appear to be a factor in employment status; table XVI, 
part 1, shows that the employed and the unemployed divide quite similarly to 
each other as between the married, the single, the divorced or separated, and 
the widowed— 

92.3 percent of the employed and also of the unemployed men were married; 

2.9 percent of the employed and 3.3 percent of the unemployed men were 
single ; 

2.7 percent of the employed and 2.4 percent of the unemployed men were 
divorced or separated ; 

55.1 percent of the employed and 59.9 percent of the unemployed women 
were married ; 

23.4 percent of the employed and 19.4 percent of the unemployed women 
were single ; and 

9.6 percent of the employed and 6.8 percent-of the unemployed women were 
divorced or separated. 

The presence of 244 times as many widowed workers among the unemployed 
as among the employed probably is a factor of age—the older workers were more 
likely to be unemployed and widowed. While 3.2 percent of all respondents were 
widowed, only 0.9 percent were widowers who had jobs while 2.3 percent were 
widowers who were jobless. 

Men claimed more dependents than women; all but 9.5 percent of all male 
respondents had at least one dependent, while 27.3 percent of the women claimed 
dependents and 48.5 percent of the women gave no answer. 

Length of unemployment 

We have already touched on the matter of how long furloughed respondents 
went without work after being furloughed. Table XVIII shows that older 
workers were unemployed longer than younger ones, and that semiskilled (pro- 
duction) workers, who constitute the biggest group, were unemployed longer 
than unskilled workers on the average, and that unskilled workers were unem- 
ployed longer than skilled workers. 

Of those furloughed in 1957, 26.1 was the average number of idle weeks. 
but 24.6 was the average for those under age 40, 26 for those 40—49, 31.7 for 
those 50-59, and 60 for those over 60. 

But younger workers tended to be furloughed first, since they tended to have 
less seniority. Therefore, younger workers had more opportunity to pile up 
idle time than older ones and, since they didn’t do so, must have found new work 
more readily. This is not solely a result of their being younger—those fur- 
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developed subsequently. 

Of those furloughed in 1957, 26.1 was the average number of idle weeks; 
but 27.4 was the average for semiskilled workers, 22 for unskilled work- 
ers, and 17.8 for skilled workers. 

Table IX, part 2, listing furloughs in 1957, shows that the first “engineering” 
workers (skilled maintenance men) to be laid off that year were in September, 
and others in that category followed in October and December. But furloughs 
occurred all year long in the various production departments. Most of the 
people in these departments are categorized in the “Dictionary of Occupational 
Titles” of the U.S. Labor Department as semiskilled. Furloughs in the “labor” 
gangs did not occur until October and November. So, skilled and unskilled 
workers were on furlough for shorter periods than were semiskilled workers, 
and the difference in average idle time is in large part accounted for this way. 

It has already been pointed out that women were unemployed longer than 
men. Men furloughed in 1957 averaged 22.1 idle weeks, while women furloughed 
that year averaged 46.9 idle weeks. Men furloughed in 1958 averaged 4.2 idle 
weeks, women, 12.4. 

Here, again, table IX, part 2, shows that in 1957, when the big layoffs of men 
began in August, there were 234 women and 108 men furloughed prior to July 
31. Thus, more than twice as many women as men were laid off since various 
dates in the first 7 months of 1957, and more women than men could experience 
long unemployment and bitter memories. 

A similar development occurred in 1958 (see table IX, pt. 3), when 128 women 
and 42 men were furloughed before August 4, the day of the plant closing 
announcement. 

Both tables IX and XVIII reflect the fact that when a plant of this sort closes 
down, production workers are apt to be let go first and then skilled maintenance 
workers. For example, as table XVIII shows, 54.2 percent of the furloughs 
reported by respondents who were semiskilled occurred in 1957 and 45.8 per- 
cent in 1958. But 14.3 percent of the furloughs reported by respondents who 
were skilled occurred in 1957, and 85.7 percent in 1958. It should be noted 
here that a very few furloughs classed here with the 1957 group actually 
occurred in 1956; there were so few that it seemed not worthwhile to set up a 
year category for them, and they occurred late in 1956. 

Table XVII shows the distribution of unemployment idle weeks’ duration by 


occupational level and sex among respondents, and again indicates that produc- 
tion workers are laid off first. 


How the jobless survived 


As may be expected, unemployment for these Viscose workers, as for most 
workers, has been a time of struggle, of living on slender dwindling resources, 
and of giving up or losing what has been built up in the years of labor. 

As table XIX indicates, 778 workers—55.7 percent of the respondents, and 
65.9 percent of those respondents not still at Roanoke Viscose at the time of 
response—have used unemployment compensation. This 778 included 561 men 
and 217 women. The Roanoke office of the Virginia State Employment Service 
was of the opinion, in late October 1958, that many, perhaps some hundreds, of 
the Viscose workers had not yet applied for unemployment compensation bene- 
fits, and that could well be true. Some were applying for such protection for 
the first time in their lives and it came hard to have to do so. But 75 respond- 
ents seemingly exhausted unemployment compensation benefit credits. 

The table shows also that— 

360 used savings to live on; 275 said in future unemployment they would 
use savings, which suggests that 85 had exhausted savings. 
134 borrowed. 
201 depended on a spouse working to bring home the bacon. 
56 lived with relatives. 
And so forth. 

Let us turn now to the question of those who do not find other jobs, or whose 
earnings on the jobs they will find is markedly lower than at Viscose. What 
effects will this have? 

One effect of loss of income is that they will have to buy less. Some will lose 
some of the possessions, and the savings that means security, that they have 
worked so long and saved so long to build up. 

The announcement August 4 of the plant closing down, and the layoffs since 
then, are too recent to have had their full impact in this respect. Even in the 
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case of some of those laid off before the announcement the full impact is yet to 
come. 

Many of the people have not yet begun to draw unemployment compensation, 
and probably most have not yet exhausted their unemployment benefit rights. 
Unfortunately, the VSES Roanoke office does not have data organized in a way 
which would permit determination of the number of benefit claimants and ex- 
haustees formerly employed by any given company. However, the Roanoke 
VSES claims deputy had the strong impression that several hundred Viscose 
people had not yet been in to file claims. Our return questionnaires indicates 
that the claims deputy’s impression may well be correct although hundreds have 
filed claims. 

The full impact is yet to come for other reasons. Many of the people still have 
savings. They have separation pay and pension money coming. But, as some 
of the businessmen and governmental officials with whom we talked have pointed 
out, when the unemployment compensation checks stop coming, the savings and 
the separation money are used up, “then it will be rough.” We urge this sub- 
committee to try to arrange for a survey in Roanoke sometime in the later part of 
1959 to see what the situation is then. Perhaps a Census Bureau team working 
— Labor Department and Social Security Administration support could run 

survey. 

Many workers already have lost goods or services or real property they owned. 


What they gave up 

During unemployment, these Viscose workers gave up or lost goods and services 
they formerly had. The following were reported by 220 respondents to the ques- 
tionnaire as things they had already given up: 

House by 16 respondents. 

Apartment by three respondents. 

Auto by 60 respondents. 

Telephone by 114 respondents. 

Television by 37 respondents. 

Radio by eight respondents. 

Magazines by two respondents. 

Newspapers by nine respondents. 

Life, hospital, and surgical insurances, six respondents, each, plus those 
who did not continue those paid for under the terms of the union con- 
tract with the company. 

Medical, collision, and mortgage insurances, two respondents, each. 

Insurances not elsewhere specified, 13 respondents. 

Milk, three respondents. 

Farm tractor, one respondent. 

Child’s college education, one respondent. 

Furnace, one respondent. 

Stove, one respondent. 

Motorcycle, one respondent. 

Truck and motorboat, one respondent. 

Furniture, one respondent. 

Vacuum cleaner, one respondent. 

In addition, seven reported being behind in payments on cars, two on fur- 
niture, two on their houses, three on debts; and one had to reduce the amount 
of the payments (and hence increased payout period and interest cost) on the 
notes on his house. 

Twenty-four respondents specifically said, in answer to the question on what 
they had had to give up, that they had not yet been forced to give up any- 
thing. 

Bet many—so many that in our limited time it did not seem worthwhile 
counting—expressed their fears that they would have to give up all or many 
= their hard-earned possessions, and it seems clear that they will unless they 

d work. 

One 27-year-old married lady with two dependents has been jobless since June 
1957 and has used up her savings, has borrowed and is living with relatives, 
and has exhausted her unemployment compensation rights. She writes that 
“go far up until now I have been able to keep house and things but if I don’t 
get a job in the next few months I am afraid I will lose everything I have.” 

Discussions with Roanoke businessmen—in the retail credit bureau, in & 
finance company dealing largely in second-hand car financing, in the loan de 
partment of a major bank—and with a VA housing official in Roanoke, strength- 
en the impression that to date most Viscose people have been able to keep most 
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of their possessions and to meet their financial obligations, for the most part. 
The future is another story. One 46-year-old lady, with 30 years of service at 
Viscose, writes that “I am going to lose my apartment and everything I have 
worked for 30 long years.” 

Some form of protection should be set up for homeowners and renters who 
through no fault of their own lose long-term jobs and are unable to meet hous- 
ing payments. The housing laws should be amended to provide that a small 
amount be set aside from monthly payments into a fund out of which payments 
would be paid under such conditions, for example. 

This is a problem not yet critical for most of the Viscose people in Roanoke 
though it could get critical. We have been told that lenders will be disposed to 
be reasonable with them in many cases, postponing payments or accepting a re- 
duction in the monthly payment amounts, for example, as at least one of the 
questionnaires we have noticed indicated at this point. One man said he cut 
his house payments in half. Of course, as time goes on lenders may become 
less inclined to be patient. Furthermore, smaller monthly payments or delayed 
payments will mean more in total payments as interest mounts. 

The plant shutdown announcement on August 4 hit these people in yet an- 
other way. They had, many of them, set up and invested in a Viscose Em- 
ployees Federal Credit Union. This credit union became their instrument for 
financing purchases in many cases, and so they helped each other that way. But 
when the plant shutdown announcement was made, this jeopardized their abil- 
ity to repay their loans from the credit union, and this in turn jeopardized the 
savings involved. 

We are informed that there were 712 share members in the credit union as of 
August 4, and shares totaled $178,571.65. There had been 199 loans, totaling 
$80,432.85, made between January 1 and August 4, 1958. On August 4 there 
were 296 loans outstanding, totaling $100,440.12. There was a freeze imposed 
promptly on outgoing funds to protect the rights of all. On October 15, 1958, 
the credit union was able to pay out 50 cents on the dollar as a partial payment 
to share members, and $89,224.34 was so distributed. 

We hope that those owing money to the credit union will be in position to 
repay the loans so that the remaining shares may be paid off. Of course, this 
means in large part that those owing money will have to find jobs paying enough 
to permit them to live and also make repayments. 

Now, when many of these people know that they are in for a rough time, when 
local businessmen and governmental officials regretfully predict that many of 
them will use up their 18 weeks of unemployment compensation and still have no 
jobs, what prospects lie ahead for these dependable, reliable, hard-working 
people whose only crime is that they were too dependable—worked so long for 
one employer that many of them are inexperienced at other jobs? (Inciden- 
tally, some of them have acquired other skills during furlough periods, a fact 
some employers tend to overlook. And most of them can learn new job skills 
if given a chance). 

What lies ahead? 

What lies ahead for these people? 

Those who get new jobs will have lost their seniority rights. They now will 
be the first to be iaid off in any curtailments in their new companies. Even 
those who are employed at American Viscose Corp. plants in other cities will 
have lost their seniority, because seniority is plantwide, not companywide. 

Those who get jobs in other communities, as some have done, will have their 
problems also. Will they give up their homes in Roanoke or in the nearby 
communities where they now live? Many do not wish to do so. They have 
their friendships in their present communities, built over the decades. They 
are active in their churches and have responsibilities to them. Some have chil- 
dren whose schooling they don’t want to interrupt. Many own their own homes, 
for these have been thrifty people. Some have elderly dependents living with 
them, parents in some cases, and cannot leave them. 

Some will have to leave their present communities and relocate. Seven of 
the respondents to the questionnaire moved residences 100 or more miles away 
(table XXIII), and we speak here of those who gave up homes in the Roanoke 
area and moved, not of those who took jobs elsewhere and are trying to work 
away from home while maintaining the home where it was. There are those who 
are working elsewhere, or will work elsewhere, and send part of their earnings 
home to their dependents. One such person, for example, now works in the 
Washington, D. C., area and sends back remittances so that his daughter may 
complete her schooling. 
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Had to leave area 


Fourteen of the respondents were working at American Viscose plants in other 
cities—nine at Front Royal, Va., 200 miles away; four at Marcus Hook, Pa., 
325 miles away ; and one at Nitro, W. Va., 175 miles away. 

Two of those who made the move reported making higher take-home pay at 
the new jobs, one reported the same pay, one did not give sufficient data for com- 
parison, and the rest, 10, reported receiving lower pay than at Roanoke. The 
pay differences ranged up to $5 a week. 

For many of these transferees—and for some of the others who have found 
jobs well out of the Roanoke area most of them call home and where many of 
them still have families including dependents—there are such problems as main- 
taining two places to live, travel to see families, making limited funds finance 
these extra costs. 

Not counting transferees to other Viscose plants, we find that respondents to 
the questionnaire working well out of the Roanoke area include— 

One at West Palm Beach, Fla. 

One at Cordele, Ga., 450 miles away. 

Three in the Washington, D. C., area (Rockville, Md., District Heights, Md., 
and the District of Columbia), 235-250 miles. 

One at Hopewell, Va., 220 miles away. 

One at Lee Hall, Va., 200 miles away. 

One at Richmond, Va., 170 miles away. 

One at Charlottesville, N.C., 115 miles away. 

One at Bridgewater, Pa., 115 miles away. 

Fifteen at several cities just outside of the Roanoke metropolitan area, 
ranging out to 60 miles away (this does not necessarily mean up to 60 
miles of commuting each way, as many of the Roanoke Viscose workers did 
not Name live in Roanoke metropolitan area, but commuted from nearby 
towns). 

When these cities above are listed, we do not include cities from which we 
received our replies but in which the respondents were seeking work rather than 
working (as one in Miami, Fla.), or where respondents were caring for ill rela- 
tives (as one in Katy, Tex.), or where respondents happened to be when they 
mailed the replies, as evidenced by the postmarks on the envelopes. We listed 
only the cities where they had jobs and so stated. 

A number of respondents indicated they would go anywhere for a good job, 
but preferred to remain in Roanoke. (When Roanoke is used in this context, 
it means the Roanoke area, especially Roanoke City, Vinton, and Salem, but 
loosely their accustomed commuting area.) 

As table XXIV shows, of the 1,244 respondents who answered the questions 
pertaining to preference for remaining in or leaving Roanoke—96.3 percent of 
respondents to this question—1,198 expressed a preference for remaining in 
Roanoke if they could find suitable jobs there (or indicated they would have to 
remain), while 46 preferred elsewhere. 

In terms of the entire 1,397 respondents, not all of whom answered this ques- 
tion, 85.8 percent preferred to remain. 3.3 percent preferred to go elsewhere, and 
10.9 percent either were silent on this point or chose to mark preference for 
both. The latter in at least some cases seemed clearly to be meant as indicating 
that they would prefer to remain in Roanoke but also preferred to be employed 
and to earn a living and would go where suitable employment could be found. 

Senators may be interested to note that preference to remain in Roanoke was 
expressed by at least 85 percent of every residential group we could clearly 
identify—homeowners (with or without a mortgage), renters, or others (such 
as boarders and those living with relatives). 


Too old to leave cherished surroundings 


Asked to give reasons for their preference, 571 gave answers that may be 
summed un as including that their spouse lives there, they are settled there, 
they own their home there, their children or other relatives are at schools there, 
or living costs would be higher elsewhere (this latter especially would be true 
of those with homes whose mortgages are paid off, as 606 said was true). 
Twenty-two mentioned as reasons for remaining in their present home such 
factors as caring for an aged mother, or for parents, or sick brother or sister. 
and eight mentioned illness in the family without being specific. 

Two preferred to stay because they were studying new work skills in Roanoke. 
Six centered their unwillingness to move on their attachment to their churches, 
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seven couldn’t afford the moving costs or were blocked by debt, and two were 
tired of moving. Nine said they were too old to move. 

It is tragic that so many people must face the choice between leaving their 
homes and familiar environment and associations or go hungry, through no fault 
of their — and despite their history of useful work and desire to continue 
such work. 

Even those who expressed preference for going elsewhere indicated in their 
reasons the bitterness of their economic plight: 10 said there are no good jobs 
in Roanoke, 1 said Roanoke has too much unemployment, and 1 said it didn’t 
matter where he works, and 63 said that while their homes were there they 
would relocate anywhere for a regular job and good living conditions. 

It seems clear that younger and higher income workers probably are in better 
condition to migrate than are those with fewer years ahead of them and less 
energies for relocating and rebuilding status and property in a new place, and 
with less financial reserves and less salable homes to use during the quest for 
and transition into the new place. Again, it must be recalled, most of the 
Viscose workers are older persons, and most are not in the affluent economic 
group. 

Even the employed have less 


Many who find new jobs will take—some have taken—heavy reductions in 
take-home pay. Table XXI tells part of the story: 

Of the 1,159 respondents to all the questions that had to be answered to make 
this table, 720, or 62.1 percent, were unemployed and had $0 weekly take-home 
pay when they answered the questionnaire, and 59 others did not give present 
take-home pay. 

The rest of the 1,159—880 respondents or 32.8 percent—gave their take-home 
pay as the time of the questionnaire. It is this group we shall discuss, keeping 
ir mind that 41.4 percent of the total employed respondents were still on their 
old Viscose plant jobs at the time and so they partially obscure the take-home- 
pay changes that occur on new jobs. We find that— 

71.4 percent of the workers who made $40-$49.99 a week take-home pay at 
Viscose and who were employed at the time of the survey were still making the 
same take-home pay, and the 28.6 percent who were not in the same take-home 
bracket were evenly split as between more, and less, than the $40-$49.99. But 
only seven workers were involved in this group. 

64.8 percent of the employed respondents who made $50—-$59.99 at Viscoe 
in weekly take-home pay were still in that bracket; of the employed, the 
rest were working for less. 

48.1 percent of the employed respondents whose Viscose take-home pay 
was $60-$69.99 were still making that take-home pay each week; only 5.9 
percent of the employed respondents in that former take-home pay group 
were now making more, but 46 percent were making less. 

33.3 percent, only one-third, of the employed respondents whose Viscose 
take-home pay was $70-$79.99 were still in that category; 3 percent were 
making more, but 63.7 percent of the employed respondents in that former 
take-home pay group were now bringing home less. 

50 percent, one-half, of the employed respondents whose take-home pay 
at Viscose was $80 or more per week were still in that categery; the other 
50.5 percent of the employed of that group were bringing home less. 

And again it must be recalled that the percentages given of those earning at 
the same or other take-home pay rates are the percentages of the employed at 
the time of the survey—if the percentages were to be based on the total numbers 
in those former take-home pay groups, they would be far less. 

How much less are some of the employed making than they used to? The 
table shows it statistically. 


Painful take-home pay cut 


Before Viscose furloughed them, there were no skilled workers among the 
respondents making less than $50 a week take-home pay, but 12 of the skilled 
respondents were making $40-$49.99 in their new jobs, 5 were making $30-$39.99, 
and 2 were making as low as $20-$29.99 a week, take-home pay. Not all were 
working as skilled men on their new jobs, and not all were full-time workers on 
their new jobs. Some were in occupations far below their skill attainments, 
as shall be brought out later. ; 

Only 15, 13.5 percent, of the 111 employed respondents who were semiskilled 
workers at Viscose, earning .99 a week take-home, were bringing home 
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$50-$59.99; 26, 23.4 percent, were bringing home $40-$49.99; 11, 9.9 percent, 
were bringing home $30-$39.99; 2, 1.8 percent, were bringing home $20-$29.99; 
and 1, 0.9 percent, had the magnificent take-home pay of less than $20 a week. 

I hasten to complete the record by noting that 5, 4.5 percent, now had in- 
creased take-home to the $70-$79.99 bracket, and 1, 0.9 percent, now had 
increased to $80 and over. But I suspect that these six increases may be 
accounted for in part, at least, by the possibility that former working spouses 
were now jobless and that tax withholdings from take-home may, therefore, 
have been reduced accordingly. 

A painful phenomenon may be noted in this table XXI. Statisticians and econ- 
omists may find it intriguing, but it is painful to those workers, and their de- 
puendents, whom the dry statistics represent. If you look at the percentage 
figures for a given take-home pay marked “After Furlough” (or more properly 
at the time of response to the questionnaire), and look specifically at the take 
home pay equal to the take-home at Viscose shown in the stub at the left, you 
will find that, as the Viscose take-homes increase, the percentage of the em- 
ployed now earning the former take-home tends to decrease. 

What do these figures mean in individual terms? Well, for example, a 59-year- 
old carpenter, whose take-home pay at the Viscose plant was $63 a week, now 
earns $37 a week take-home pay. Another man in the same age group, who 
formerly earned $64.75, now brings home $34.10. A 57-year-old funnel setter 
from the spinning department now brings home $39 a week where he used to 
earn $62 in take-home money. Another man whose take-home was $89 a week 
now earns $35. 


Nation’s strength cut as craftsmen are lost 


A 56-year-old carpenter, second class, whose hourly pay rate was $1.88 was 
bumped back to ‘helper in May 1958 during the preannouncement layoffs, and 
was earning $1.64 an hour as helper when he finally was laid off in September. 
Following his layoff from Viccose, he found a job as a filling-station helper at 
$0.80 an hour. This man comments that “everywhere I went seeking work they 
would say their age limit was 35 to 40.” 

A former shift supervisor with $100.50 a week take-home pay now earns $60 
on a part-time job. A former $97-a-week foreman now makes $105 at month asa 
church sexton. A machinist specialist whose weekly take-home was $58 at Vis- 
cose now earns $50 working as a public school custodian. All the men men- 
tioned above are in the 55-59 year group. 

However, some will make as much money as they formerly did, or even more. 

Another question is whether those who find jobs will be using comparable 
skills, or will be reduced to doing less skilled work than they are capable of. 
Obviously, being cut back in skill rating represents an economic loss to the indi- 
divual and his family, in most cases. But, in addition, it also is a blow to the 
self-esteem, the pride, the status of the individual—having to play a lesser 
role than he had previously earned and filled in the work world which is for 
most adults the most important port of their lives in many ways. And loss of 
skill rating for the individual means loss of that much productive capacity for 
the Nation. When a leadburner, a craftsman whose skill takes years to ac- 
quire, loses his job in a plant shutdown and is forced to take a job in a parking 
garage or aS a vacuum cleaner salesman—as we have heard has happened—that 
means that American is not getting maximum benefit from American skills. 


Shifts into other industries 

Downgrading in skill levels on new jobs occurs more frequently when one is 
unable to find a job in the industry of one’s training and former service, and 
shifts into a new one. 

Nearly half of the 493 respondents who were employed at the time of re 
sponse and who told us where they were working were still working for Roanoke 
Viscose or for American Viscose Corp. at other plants; the rest, 53.3 percent, had 
shifted to other employers and in all but 8 cases, 1.6 percent, had shifted to 
employers not in the chemical nor the textile industries (table XX). The 
situation: 281, 56.9 percent of the 493, were still in manufacturing; 48, 9.7 
percent, weré in construction; 18, 3.7 percent, were in transportation; 65, 13.2 
percent, were in retail and wholesale trades; 29, 5.9 percent, were in govern- 
ent (including education) ; and 52, 10.5 percent, were in all other industries. 

Of the 281 in manufacturing, 216 (43.8 percent) were still at Roanoke Viscose, 
14 (2.8 percent) were at other Viscose plants, 5 (1 percent) worked for other 
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chemical companies, 3 (0.6 percent) were in textiles, 20 (4.1 percent) were in 
other nondurables, and 23 (4.7 percent) were in durables. 

In the case of both men and women in this group, more than half were still 
in manufacturing and most of the manufacturing component was composed of 
those still at Roanoke Viscose. 

Retail and wholesale was the second largest area of new employment for the 
women and second largest (almost tied for first place with construction) for 
the men. No women reported going into construction or transportation—two 
fields into which men went. The 29 men and women who went into the sector 
marked “government (including education)” did not become lawmakers, top 
executives, or teachers: they became school janitors, school cafeteria counter- 
waitresses, truckdrivers, hospital aides, gardeners and other employees of 
Roanoke City and other local government bodies. 


Job skill shifts 

Table XXII, parts 1 to 3, depict the shifts of skill levels of 488 employed 
respondents who told us what their job was before the August 4, 1958, an- 
nouncement of the Viscose plant closing and what their job was when they 
answered the questionnaire. , 

Part 1 shows that whereas before August 4, 50.5 percent had been employed 
in semiskilled work (as defined in the Dictionary of Occupational Titles (D.O.T.) 
published by the U.S. Department of Labor, Bureau of Employment Security), 
only 30.2 percent were so employed at time of response. Other classifications 
that showed decreases, and the old and new percentages, respectivley: Semi- 
professional, from 2.6 percent to 1.6 percent; and, skilled, from 22.4 percent 
to 22.2 percent. 

Classifications that increased: Professional, from 2.6 percent to 3.5 percent; 
managerial and administrative, 0.4 percent to 1 percent; clerical, from 5.1 
percent to 12.1 percent; service, from 4.7 percent to 9.6 percent; and, unskilled, 
from 7.6 percent to 12.7 percent. 

The changes in classification percentages suggest movement; they do not 
necessarily indicate upgrading or downgrading even when they seem to. For 
example, the flow into the clerical category, part of which was from the semi- 
skilled, may seem imposing evidence of what may once have been deemed a rise 
in social status from blue-collar to white-collar. But in many cases it meant 
taking an experienced and comparatively well-paid production worker and 
turning her into a less efficient, far less well-paid drugstore or department- 
store sales clerk working longer hours. 

Table XXII, part 4, shows that 44.7 percent of Viscose employed semiskilled 
remained at that level, 22 percent shifted to skilled, 8.9 percent to service, 
7.3 percent to clerical, 11.4 percent to unskilled. More men went into unskilled 
than women. 

The overall percentage movements do not reveal sex and age shifts, as, for 
example, the way the skilled and semiskilled men age 50-54 dropped from 34 
percent and 39.6 percent, respectively, to 26.4 percent in each category, or the 
way the female semiskilled percentages dropped from 67.3 percent to 35.4 
percent in all ages, and were wiped out in ages 50-59 where 26 women were 
formerly represented. 

Table XXII, part 4, provides a more detailed look at the shifts from the 
semiskilled category, which was the largest—246 out of the 488 respondents 
in this series, or 50.5 percent of the total, and which shrank to 30.2 percent, 
still the largest skill level. 

We turn now to another poignant set of findings. 


Husband-wife teams at Viscose—What now? 


Many of the Viscose workers, who have had the ground cut from under their 
feet vocationally, have had as a cushion the fact that their husbands or their 
wives were working—at Viscose or elsewhere. “Spouse working” means gro- 
ceries on the table for the unemployed worker, even if it doesn’t mean sustaining 
the same standard of living and even if it cannot mean to a work-oriented 
person the self-esteem that one’s own job brings. 

But the blow is doubly keen when both husband and wife are employed by 
the same firm and that firm closes the plant. 

At one time many such husband-wife teams worked at Viscose, but more 
recently the number has decreased as some wives felt enabled to drop out by 
husbands’ increased pay. We found 42 couples—husband-wife teams—among 
our respondents whom we could identify as such from the questionnaires them- 
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Selves. These 42 couples are shown in tables H-W 1 through H-W 6. The 
tables show, in part: 
Thirty of the 42 couples had both partners 45 years old or older. 
Twenty couples had both partners 50 years old or older (H-W 1). 
Twenty-five couples had both partners with 20 or more years seniority 
at the Roanoke Viscose plant. 
A img couples had both partners with 25 or more years seniority 
ip 
Twenty-five husbands and 25 wives (not of each other) were unemployed. 
Fourteen couples had both husband and wife unemployed (H-W 8). 
Twenty-nine of the couples had both spouses making $50 or more take 
home pay each week at Viscose ($100 or more between them) and at least 
4 more couples had $100 take-home between them at Viscose (the husbands 
making $60 and up and the wives making $40-$49.99, take-home). 
No couple had any spouse making less than $20 (and only one spouse 
ae — made less than $40, take home, while working at Viscose) 


But, 
Fifteen couples had no earnings at all at time of response to question- 


naire. 

Only 2 couples had both spouses making $50 or more take-home pay 
($100 or more between them) and only one more couple had $100 take- 
home between them at time of response to questionnaire (H-W 4B). 

Thirty-four couples had both spouses among the hourly rated employees. 
Six couples had one spouse among salaried and one hourly rated (H-W 5). 
Two couples had both spouses still at Roanoke Viscose (all together there 
al husbands and 14 wives, out of the 42 couples, still at Roanoke 
). 
Two husbands were furloughed in 1957 and 33 in 1958, but— 
Ten wives were furloughed in 1957 and 12 in 1958 (H-W 6). 

Despite their age handicap, nearly all of the Viscose workers are interested 
in retraining for another job if this can be had with no cost to them. At least 
92 percent of those in each age group who answered this question said they 
would be interested, and the “interested” percentages go as high as 98.1 percent 
in the age 40-49 group with 264 respondents in that group, and 95.2 percent in 
the age 50-59 group with 516 respondents (see table XXV). 

‘There is no retraining program as such in Roanoke, but the public schools do 
have shops and do give adult classes and can give more on request. They have 
facilities for auto mechanics, electrical, machine shop, welding, sheet metal, 
carpentry, bricklaying, printing, barbering and cosmetology. But the schools 
must charge 40 cents an hour to meet that part of the cost that the State 
does not provide for. Forty cents an hour is a reasonable sum, but for people 
in financial difficulty it can act as a barrier when you consider that it is 40 
cents multiplied by 1,080 hours for a course. Some help should be forthcoming 
here, and possibly would be under the Area Redevelopment Act of 1958, if that 
act had not been vetoed by the President. 

Because the Viscose and other textile workers have been able through their 
union to win certain so-called fringe benefits via collective bargaining—em- 
bracing life insurance, disability insurance, pension, hospital insurance, and 
sickness and accident insurance, some of it paid by the company and some 
jointly by company and employees—many of them did not buy separate policies 
for these protections. 

When they finally are separated and the company ceases to pay these benefits, 
many will have no insurance except that which they can convert from group to 
individual policies and which they can afford to buy at their attained ages. 
Senators know what this means to the protection available to the dependents 
of these people in these age groups and with these earnings prospects. 

This brings us to the question of social security—and we hope that this aspect 
of the problem will be considered by Senators when social security legislation 
is reviewed and revised. 

Too young to retire 

Many of the Viscose workers have raised aspects of the problem. One of 
them, a 55-year-old first-class electrician with 39 years of seniority, put it this 
way, “55 years old. Too old to work. Too young to retire.” And a 54-year-old 
man writes: “I would like to know how our Senators and lawmakers think how 
people like myself and many others are going to live. I have worked for Viscose 
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for 35 years, 2 months and 18 days. I have 11 years before I can draw social 
security. I have tried to get a job they say I am too old. If I can’t get a job 
in 11 years my social security will be cut almost in half. I have paid in ever 
since it became a law. Now they say you are too old when you ask for a job 
and too young to draw social security and I am still not dead yet. 

“So I would like to see some law pass that would at least save your social 
security after we have paid on it this many years. We don’t have anything at 
all if we lose that.” 

A 57-year-old powerhouse operator declares that “when too old to get a job, 
the company won’t pension so that can’t live, then the social security should be 
changed so that could draw social security.” 

And a 59-year-old trucker writes that “no one knows the sorrow and heart- 
aches of this as time goes on at our age. After reaching tops in our social 
security having to drop down when we cannot help ourselves.” 

A 45-year-old woman with 28 years of seniority at Viscose writes that “my 
social security will be ruined for it is the last years that you work that count 
the most. The people that I have asked for jobs tell me I am too old, or they 
will not hire me because I have not had any experience for their work.” 

As the Senators know, the fears of these men and women are based on fact. 
Let us assume that a Viscose worker worked steadily, without enough lost time 
due to furloughs to keep him or her from earning the maximum social security 
earnings base each year on which old-age and survivors insurance tax is col- 
lected. With his or her seniority, the maximum benefit is expected. Using the 
$4,200 earnings base of up to now, that would entitle this worker at age 65 to 
$116 a month in primary benefits, and another half of that for the wife if she 
didn’t work in gainful employment. In some cases, we have both husband and 
wife who worked at Viscose, so there it would be double. 


Social security retirement benefits cut 


Now, many of these people have been unable to find any work at all, while 
others have been able to find work only at very low hourly rates. Furthermore, 
they are low-seniority people on their new jobs when they get jobs, so niay not 
work steadily. So we will take several hypothetical cases that are likely and 
see what happens. 

We will take the cases of 45-year-old, 50-year-old, and 55-year-old workers who 
have earned the maximum social security earnings base up to now. We will see 
what benefits they may expect, assuming first that they are unable to find work 
from now on, second that they manage to find work at $1 an hour from now on 
(and some are working for less than that in enterprises not covered under the 
Federal wage-hour law), and third what they manage to find work at $1.25 an 
hour from now on. 

The person laid off from Viscose at age 45 who finds no more work drops from 
an expected $116 a month social security benefit to $66 a month; if he finds a $1 
an hour job, working 2,000 hours a year, his benefit rate is $84; at $1.25 an hour 
the rate is $97. 

The person laid off from Viscose at age 50 who finds no work drops from $116 
a month social security retirement benefit rate to $74; if he finds a $2,000-a-year 
job and keeps it to retirement his benefit rate is $97 a month; and if he finds a 
$2,500 job the social security monthly benefit is $100. 

The 55-year-old laid off from Viscose who finds no more work drops from 
$116 a month to $87; if he finds a $1 an hour $2,000 a year job his rate is $102; 
and if he makes $1.25 an hour $2,500 a year the rate is $106 a month. 

This assumes that this person has not had any bad years up to now, through 
furloughs, that he would have dropped among the 5 years of dropout. It as- 
Ssumes that if the plant hadn’t closed down he would not have had pay raises 
in the future entitling him to coverage at higher than $4,200 maximum earnings 
base that has been collected this year. We know, of course that starting next 
year the earnings base is to be $4,800, so the higher paid Viscose people lose 
even more than the figures we've just given. 

A woman worker choosing to retire at 62 gets three-quarters of the amounts 
given at 65, so the figures above must be adjusted for those of our women who 
are forced into early retirement and who might have worked to age 65. 

Adding to the number of dropout years (as in the Forand bill which added 
a year of dropout for each 7 of covered employment), would help somewhat. 
But an earnings freeze floor for long-term employees of one firm that shuts 
down would be more useful. 

Associated with this is the problem of eligibility for disability benefits at or 
after age 50 under the 1956 and 1958 amendments. In 1958 part of this prob- 
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lem was cured, as far as the requirement for one-and-a-half years of covered 
employment out of the 3 years preceding the disability is concerned, but if a 
worker goes over 5 consecutive years without employment after being thrown 
out of work by the plant closing and then is disabled, he has lost his eligibility 
for disability benefits and must wait until he is 65, or 62 for women. 

Thus, under existing law, an additional hazard faces the Viscose worker de- 
spite og many years of work. Senators may wish to consider this problem 
as 


Welfare agency funds 


Let us turn next to the question of what help is going to be available to 
these people if they need it. We hope they will not need to apply for welfare 
agency help, either from public or private sources. But if they should need 
it—neither the private groups supported by the United Fund, nor the city of 
Roanoke, nor any other agency we know of, have budgeted specifically with 
their possible needs in mind. 

The United Fund goals were set before the August 4 announcement that the 
plant would be closed, and the sole effect on United Fund thus far has been 
that perhaps $6,000 collected from Viscose employees last year was not collected 
this year, the company cut its last year’s contribution by $3,000, and some other 
firms hurt by the Viscose shutdown, and their employees, may have given less. 
I might add parenthetically that the TWUA local union to which these workers 
belong voted in membership meeting to send the same $75 contribution it sent 
last year; the union local is part of the community and will remain so until 
it goes out of existence after completing all its duties to its members. 

The city manager, Arthur S. Owens, submitted a budget to the city council 
November 1 that took note of the Viscose shutdown and other unemployment by 
removing the capital items from their accustomed place in the operations budget 
so that as the year develops the council will be more able to meet the needs 
of Viscose—or for that matter N. & W. or GE or other laid-off workers—or will 
be able to undertake capital expenditures if these laid-off workers do not need 
help. But no additional funds were recommended for hiring these people, or 
for welfare for them. 

Mr. Owens felt that it is impossible at this time to anticipate what the im- 
pact will be. He did note that one effect the Viscose shutdown will have on 
the city’s welfare caseload and budget will be that as Viscose people curtail 
their buying, stores will not hire as many clerks and other help as they other- 
wise might, and some individuals thus deprived of job opportunities might go 
on relief. 

City Welfare Director Bernice Jones felt the impact will be felt in another 
way—a way already indicated by answers to our questionnaire in some cases. 
She noted that some Viscose people have been the sole or partial support of 
elderly or disabled persons who otherwise would be receiving part or all of their 
support from welfare. When and if these Viscose people become unable to 
carry this financial load, part or all of this might shift to welfare. 

But, except for a very small allocation available for emergency use for 
grocery and fuel orders for a family for a short period of time, and for medical 
care for indigents at clinic, dispensary, and hospitals, the city does not aid 
those under 65 and able to work. 

Some of the Viscose workers do have medical problems, but most of them are 
able to work—even though some employers do not seem to think so. Ability to 
work seemingly is defined one way by prospective employers and another way 
by legislators drafting programs of aid to the disabled on a welfare (relief) basis 
or on an insurance basis. 


Impact on tan revenues 


The Roanoke City budget, incidentally, will be injured by the Viscose shut- 
down in several ways on the revenue side. The city will lose about $98,000 a 
year revenue from the company—$50,000 in personal property equipment tax, 
$40,000 in manufacturers license tax, about $6,000 (gross) in less water sold to 
the company by the city, and about $2,400 in sewer tax. This is the direct reve 
nue loss. In addition, there will be revenue loss from 101 other local firms 
paying less because they have been adversely affected by loss of Viscose busi- 
ness. In 1957, the Viscose Corp. spent $620,000 for supplies and $844,000 for 
services (mostly freight) in the immediate area, the company has informed us 
in answer to our request in preparation for this hearing. Because of the time 
factor, the data are furnished subject to audit. 
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The State of Virginia will lose $144,000 in capital tax revenue from Viscose, 
well. 
mr is difficult to determine how much business will be lost in Roanoke because 
Viscose workers will buy less and because other companies are affected by this 
and their personnel in turn buy less. The Viscose plant payroll was $10,412,000 
in 1953, $8,881,000 in 1954, $9,088,000 in 1955, $8,790,000 in 1956, and $8,335,000 
in 1957. Loss of these sums will hurt Roanoke business. 


TWUA-Viscose separation program 

To ease the shock and help the workers through the first part of this difficult 
time they are going through, the Textile Workers Union of America has nego- 
tiated a separation program with the company. This program is based on, but 
an improvement over, a similar one worked out with the company when it 
shut down its Marcus Hook plant in 1954. 

The individual workers on the payroll August 4, whether working or fur- 
loughed, will have their choice of various options under the program. Until 
each worker has decided which options best suit his or her needs, it will be im- 
possible to determine the exact value of the total program, but we think it will 
be in excess of $3.5 million. 

The program was submitted to the workers and approved by them. It was 
approved not only by the Roanoke Viscose workers but also by the workers in 
the other Viscose locals who voted to waive for 6 months their right to reopen the 
existing TWUA-Viscose contract for wage increases in order to make it possible 
to negotiate the full separation program. 

The principal features of the separation program are as follows: 

Separation wage.—All hourly-rated employees with at least 5 years of service 
will be paid a separation wage. The amount that each employee receives will be 
based on his age, service, and rate of pay. Some will receive payments of about 
$2,500, while the average separation wage will be around $800. 

Vacation pay.—All employees will receive vacation pay for their service during 
1958. 

Extension of group insurance coverage-—The Company extended contract 
benefits providing life insurance, hospitalization, surgical, accidental death, and 
dismemberment insurance until January 1, 1959, for employees unable to find 
other employment. 

Special benefits under Avisco retirement plan.—Special arrangements have 
been made to provide certain cash payments and extra retirement benefits for 
members of the Avisco retirement plan. 

Fund of about $1 million available to employees who have pension credits for 
their service prior to the installation of the retirement plan.—These employees 
may elect to receive cash payments equal to the amount of money deposited by 
the company in the pension trust fund to purchase pension benefits for their 
service prior to December 26, 1943. Prorated pensions will remain to the em- 
ployee’s credit after withdrawal of this cash payment. 

Additional pension benefits for older employees.—Employees who are age 64 
or over will be given additional pension credits so that their pensions at age 65 
will be the same as they would have received had they continued to work until 
their normal retirement date. ' 

Refund of employee contributions to pension plan.—All members of the pen- 
sion plan who made contributions to the plan between 1943 and 1956, may 
withdraw their own contributions and the interest thereon. (Those who with- 
draw will receive a reduced pension at age 65.) 

More than half of the employees will receive pensions at age 65.—Under vest- 
ing provisions of the retirement plan, employees age 40 or over who have at 
least 20 years’ service will receive a pension at age 65 based on their service 
with the company. This pension is in addition to benefits employees receive 
under the social security program. 

Some employees will receive retirement benefits immediately—Some of the 
Roanoke employees who are over age 55 and have 15 years’ service or more 
may elect to receive retirement benefits before they reach normal retirement 
age as provided under the pension plan. 

Life insurance policies will be given to employees age 55 and over.— About 700 
employees who are age 55 or over will receive life insurance policies with a 
ae — of $500. The company will pay the full cost of the premiums on these 
policies. 

Severance pay in connection with the liquidation of plants is not a wide- 
spread American industrial practice. We know of no other instance of a large 
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textile firm paying severance pay and other benefits such as those listed above 
under such circumstances, especially in the South. 

The American Viscose Corp. has shown a commendable degree of social re- 
sponsibility in an industry, the textile industry, which has not been particularly 
noted for consideration, either of the communities in which it operates or of 
the individual employees who have rendered long years of service. Consider 
the large number of textile mills who have closed their doors permanently, leay- 
ing their communities stranded and the individuals with no means to tide them 
over a period of possible readjustment. 


City survives—What about workers? 


Even with the separation program and the small sums the unemployed work- 
ers receive under unemployment compensation, and especially after these re- 
sources are exhausted, Viscose workers have cut down on their buying and will 
cut down further. They have given up goods and services they previously had, 
as we have mentioned. This is bound to have an adverse effect on business in 
Roanoke. 

We know that there will be such an effect. Everyone in Roanoke believes 
this. But some businessmen feel now that the effect will not be as great as 
they first thought after the Viscose close-down announcement. They feel that 
way because of the huge trading area of which Roanoke is the hub. And they 
feel that way because they realize that Viscose people are not as young as they 
once were, and do not buy as much as they did when they were getting started 
in life. 

The local chamber and cooperating businessmen are seeking to persuade the 
corporation to hasten steps to sell its very fine plant site so that some other 
business or businesses may come into Roanoke. The site is declared to be an 
excellent one, with the river nearby and an underground source of water inde- 
pendent of the river, with the Virginian Railway at hand, and with a new power- 
plant and electric distribution system and a new waste-treatment facility both 
installed by Viscose within the past 4 years. 

The city will survive the loss, although painfully. The question is, What will 
become of the Viscose workers and their dependents? 


APF 


FURTHER SUPPLEMENTARY TESTIMONY 


Filed by the Textile Workers Union of America, AFL—-CIO—Wesley W. Cook, 

director, synthetic yarn division—in response to questions raised by Senator 
Pastore at the hearing in New York City on November 14, 1958, in regard to 
closing of the Roanoke, Va., plant of the American Viscose Corp. 


(The testimony herewith is condensed from statements filed in 1958 by the 
Textile Workers Union of America before the House Committee on Ways and 
Means and the Senate Committee on Finance, relating to the so-called antidump- 
ing legislation.) 

The practice of dumping is particularly serious in such industries as rayon 
staple where production in most foreign countries exceeds their own domestic 
consumption. To keep their plants operating at or near full capacity, these 
producers are dependent upon foreign outlets. They are, therefore, intent upon 
Selling the staple abroad. Their entire pricing policy is often directed to this 
purpose. Being large producers and controlling their own domestic markets 
through protective legislation or private agreements with foreign producers, 
they are insulated from competition in their own markets. As a result, they 
tend to set their own domestic prices at a level which would assure them hand- 
some profits to cover a substantial proportion of their normal overhead costs. 
They are then free to move into the international market and to cut prices in 
order to assure themselves of foreign outlets. Because of the importance of the 
overhead costs in the pricing of rayon staple. The foreign producers have 4 
wide range of choice in setting their prices and will select the one which will 
assure them the sale of the volume of staples which they desire to dispose, ir- 
respective of ‘the effect of such sales upon the domestic industry of the country 
to which these products are sold. 

The economic base for this two-price system is the protection which these 
companies obtain in their own domestic markets. From it stems the ability to 
engage in predatory practices in other countries. The foreign producers will 
vary the volume they wish to sell in the different countries depending upon the 
volume o* domestic consumption and their competitive positions in the various 
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foreign countries. The price they will set for such sales to a single foreign 
country will depend upon their objectives rather than their domestic price sched- 
we or cost structure. The result in definite dumping which may in any one 
foreign market be sporadic and in others, intermittent or continuous 

upon the desires of the foreign producer. 

As indicated, such a two-price system results in discrimination against the 
domestic consumer of the exporter and often results in injury to producers in 
the countries to which the staple is exported. 

The American rayon staple industry has suffered from such unfair competi- 
tion. The prices at which staple has been sold in this country have tended 
to be below the prices charged for the product in the respective home markets. 
This practice has continued with impunity. We are informed that rayon staple 
which is selling for 31.5 cents in Austria is now being shipped to this country 
for 23 cents. Rayon staple is being sold in France for 37 cents, but the declared 
value of the staple when it is landed in this country is 24 cents. The contrast 
for Germany is 31.3 cents as compared with 24 cents declared value and for Italy 
28 and 24 cents, respectively. We believe that such disparity in prices is both 
unfair and destructive. 

Another view of the manipulative practices followed by foreign producers in 
their effort to increase the volume of imports into this country is provided by the 
history of the declared value of the rayon staple imported into this country. In 
1952 the average declared value was 41 cents. In 1958 it dropped to 34 cents. 
During the first half of 1954, it remained at 34 cents, but during the second half 
it declined to 28 cents. This remained the price during 1955, and it dropped to 27 
cents in 1956. Following the reduction in prices in the latter half of 1954, im- 
ports rose considerably as is attested by the fact that in 1955 the imports reached 
an alltime high of 172 million pounds as compared with 68.2 million pounds in 
1958 and 58.2 million pounds in 1954. Thereafter the domestic producers under- 
(ook Co meet the price competition and imports in 1956 declined to $2 million and 
the import volume is currently being maintained at this level. 

The sharp shift in the source of our imports provides us with another view of 
pricing practices followed by these foreign producers. While the largest import 
source in 1954 was Belgium (19.7 percent), it dropped sharply in 1955 to be over- 
taken by West Germany and the United Kingdom. Norway, which was a large 
exporter in 1954 (13.9 percent), declined perceptibly in 1955. West Germany, 
which provided 18.7 percent of the exports in 1954, has increased its share of 
the market each successive year, and in 1955 provided 20.9 percent of the exports, 
27.2 percent in 1956, and 32.9 percent of the imports in the first 4 months of 
1957. France has seemingly also increased its relative share from 10 percent in 
1954 to 14.4 percent in 1955 and 17.7 percent in 1956. 

The individual foreign producers select the foreign markets according to 
their own best interests and adjust prices to assure their own success in selling 
their predetermined volume. 

These dumping practices are not only unfair but also destructive. They di- 
vert a portion of the domestic demand to foreign sources on an unfair basis and 
then, therefore, unstabilize the market. The recurrent short-time operations as 
well as the layoffs reflect the effect of these imports. The domestic industry 
would be fully occupied if domestic demand is supplied primarily, if not exclu- 
sively, from the domestic sources. 


Before Senate Committee on Finance 


Mr. Coox. I would like to make brief remarks on certain aspects of the prob- 
lem which are not included in the brief. The brief itself goes into the general 
principles of the economic problems. What I would like to discuss briefly is the 
effect on employment in the United States, both in the staple fiber industry and 
the supplier industries, which are largely chemical in nature. 

As an aid to this discussion, I have asked the clerk to give the members of the 
committee some employment data of one of the corporations, which is a major 
producer in this field, the American Viscose Corp. The exhibit shows that when 
we finish the present short-time operations whereby employees work less than 
40 hours per week for a limited period of 10 weeks, we will have on furlough, 
barring a sudden increase in production, in the Nitro, W. Va., plant of the com- 
pany 262 out of a total employment of hourly rated employees of 932. This is a 
reduction of 28 percent. 

In the Parkersburg plant, the corresponding figures would be a furlough list 
of 361 out of a total employment of 1,485. 
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In order to make the full significance of these figures clear to the committee, 
I should point out that the level of production in these plants is different from 
the level of the employment. For instance, the Nitro plant is currently operating 
and will, after the final termination of 262 employees, operate at a level of 56 
percent of production, although only 28 percent will be laid off. 

This, of course, means that the company’s cost of production is tremendously 


And the Parkersburg plant will be operating at a level of 50 percent produc- 
tion, although only 24 percent of the people will be laid off. 

Now, this effect on employment and on production is true not only of the five 
or six companies which manufacture in this field of viscose process staple fiber; 
it is also true of all their suppliers. 

And the supply problem, I feel, has not been given in these committee hearings 
sufficient consideration. Roughly, the volume of supply to a plant is in the 
ratio of 10 carloads of supplies for 1 carload of finished product. I will give 
some specific figures to illustrate the relationship. 

For instance, for every pound of staple fiber there is slightly more than 1 
pound of woodpulp that has to be brought into the plant and processed. For 
every pound of staple fiber, somewhat more than 3 pounds of coal have to be 
transported to the plant site and consumed. For every pound of staple fiber, 
1 pound of sulfuric acid must be consumed. For every pound of staple fiber, 
about seven-tenths of a pound of caustic soda must be consumed, and of carbon 
bisulfide, three-tenths of a pound. 

The domestic capacity to produce staple fiber is roughly 450 million pounds 
annually. One freight car of staple fiber holds about 45,000 pounds. 

So that the industry has an installed capacity to produce in terms of freight 
cars about 10,000 cars per year, and in terms of supplies it is 100,000 freight 
cars, for a total shipment in and out of about 110,000 freight cars. 

Now, this is a very substantial item. It is of concern as regards employment 
in the chemical-dissolving woodpulp industry, in the coal-mining industry, in 
the basic chemicals such as sulfuric acid, caustic soda, carbon bisulfide, and in 
the transportation industry. 

If we were to take the figures of the actual production in the industry during 
1957 and add to our domestic production the imports of approximately 84 mil- 
lion pounds, we would have operated at very close to full production in our 
industry. At the present time, when the recession not only in textiles but in 
the economy in general has reduced the general level of production to a con- 
siderable extent, the reduction in foreign imports has not kept pace. Whereas 
our domestic plants are operating from 50 to 60 percent of capacity, the esti- 
mated figures—the official figures for 1958 will not be available for some little 
time yet—the estimated figures show the reduction in staple imports to be 
in the neighborhood of 15 to 20 percent of the average for 1957. 

The effect in the form of injury to the domestic economy, if you will refer 
back to the figures which I gave you relating to employment and level of pro- 
duction, is much more serious at the present low level of production in the 
economy than they would be at full or approximately full production, because 
it is impossible for the employer in reducing his level of operations to maintain 
the productivity per man-hour at the same level as he does in full production. 

So that in a case such as we are experiencing at the present time, the question 
of injury is at least twice as serious as it was in the last quarter of 1957. 


APPENDIX A 


THE ROANOKE, VA., AMERICAN VISCOSE WoRKER’s STORY 


(To be filled out by those who were working at the Roanoke, Va., plant of the 
American Viscose Corp. on ar after July 1, 1958, or who were on furlough 
from the plant on that date) 


(Please read questions carefully before answering, and try to make sure that 
your answers are correct in fact and give the information asked) 


1. My name is (please print). 
2. My home address is » 

(Street address) (City), (State) 


4. My sex is: Male (); female 
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5. (Check one:) Are you still working at the Roanoke plant of American 
Viscose? () Yes; () No. 

6. The last date I worked at the Roanoke American Viscose plant was 
(Leave blank if still working at Viscose). 


(Month) (Day) (Year) 


7. I worked at the Roanoke plant of American Viscose for 
(How many?) 
8. Before the announcement in August of the plant closing, I worked in the 


department; I was a eet 3 
(Job title) 


(See question 28.) 

9. Before the announcement of the plant closing, my hourly pay rate was 
$ ; and I usually earned $ a week in take-home pay, 
not counting overtime or short weeks. 

10. Not counting myself, I have persons dependent on me for their 
support. I am: () Married; C) single; (J divorced or separated ; _) widow or 
widower. 


11. My present employment status is (check one) : 
C€ Retired and not seeking job {} Sick and can’t work 
{) Unemployed and seeking job (J) Unemployed and studying new skills 
{) Employed, part time () Employed, full time 
_] Self-employed, in business, or sales on commission. 


12. Not counting company benefits and social security, before I left American 
Viscose, I personally paid out money for and owed (check which ones) : 
Life insurance Surgical insurance 
Medical insurance Savings 
() Retirement pension plan {_} Hospital insurance 


13. Not counting company benefits and social security, today, I still have 
(check which ones) : 
Life insurance Surgical insurance 
_} Medical insurance C) Savings 
(J Retirement pension plan {_) Hospital insurance 


14. How many jobs have you had since the last day you worked at the 
Roanoke plant of American Viscose? 
15. If you have worked for pay after leaving Viscose, how many weeks were 
you unemployed before getting your first job after leaving the Roanoke Viscose 
plant? 
16. Since leaving the Roanoke Viscose plant, I have been unemployed 


(How many ?) 
weeks counting all idle time between jobs. 


17. While unemployed, my means of support were (check ones you used) : 
() Unemployment compensation from \_}) Living with relatives 
State employment service C) Wife or husband working 
O) Savings ( Retired (social security, pensions, 
Borrowing ete.) 
() Relief (welfare) ©) Other (name it). 


18. While unemployed, I had to give up the following things I had because 
I couldn’t meet the payments : 
House Television 
L) Auto {) Radio 
Telephone Other (name it). 


19. I now still have the following to rely upon in further unemployment: 
OC Savings Wife or husband working 
Borrowing (] Retirement (social security, pen- 
L) Relief (welfare) sions, ete.) 
Relatives Other (name it). 
Unemployment compensation 


20. (If employed now) Do you use the same skills on present job that you 
used at Roanoke Viscose? (] Yes; [J No. 

21. (If employed now) My present hourly pay rate is $ ; and my 
* weekly take-home pay now, not counting overtime or short weeks, is 


A 
“3 
t 
< 


626 UNEMPLOYMENT COMPENSATION 


at_ 
I started on this job on te). 
24. If possible, I would prefer to work: (1) In oe I elsewhere. 
25. If retraining for another job were available at no cost to me, 
OC I would be interested C) I would not be interested. 


26. I’ve lived at my present address 


(How many ?) 
(CD I own the house, Mortgage free. (J I rent the house or apartment. 
CJ I own the house with a mortgage. 


27. If on unemployment compensation since last day of work at Roanoke 
Viscose plant, how many weekly benefit checks did you receive in 1958? _______. 
Have you been told that you no longer are eligible to receive unemployment 
compensation benefit checks? Yes; No. 

28. (For those on furlough August 4): Before furlough, I worked in the 

department, as a (job title), at 

hourly pay rate, $ a week take-home pay, not counting 

ee or short weeks. I was called back to work after August 4. ©) Yes; 
No. 

Thank you for cooperating in this survey. Please mail this questionnaire in 
the envelope provided, to Textile Workers Union of America, Box 200, Wash- 
ington, 4, D.C. Do it today, please. 


CONTENTS OF STATISTICAL SUPPLEMENT 


Table I. Nonagricultural employment of wage and salaried workers, Ronaoke, 
Va., January 1956 to November 1958 (pts. 1 and 2). 

Table II. Unemployment—Roanoke metropolitan area. 

Table III. Roanoke and Virginia unemployment estimates, by months, 1956-58. 

Table IV. Accession and separation rate in manufacturing, Roanoke metro- 
politan area, December 1955 to October 1958; and labor turnover in manu- 
facturing establishments, by industry, in Roanoke area (pts. 1 and 2). 

Table V. Unemployment office claims, Roanoke and Virginia, 1956—58. 

Table VI. Roanoke job placements and claims filed, by month, 1956-58. 

Table VII. American Viscose Corp., Roanoke plant—Years of service distribution 
by age group, male, and female active and inactive as of August 13, 1958 
(pts. 1 and 2). 

Table VIII. 1,977 Roanoke Viscose hourly rated employees by age groups as of 
August 13, 1958. 

Table IX. American Viscose Corp., Roanoke employees furloughed between 
January 1, 1956, and December 31, 1958 (pts. 1, 2, and 3). 

Table X. Roanoke Viscose plant hourly rated employees’ years of service, by 
department. 

TaBLE XI. Age and sex distribution of 1,397 Roanoke AVC workers who re- 
sponded to questionnaire; and, of 2,282 Roanoke AVC workers on plant payroll 
August 13, 1958; comparison of percentages and comparison of age and sex 
distribution of plant payroll and respondents to questionnaire (pts. 1, 2, 3, 
and 4). 

Table XII. Average seniority, by age and sex groups, of workers responding to 
the questionnaire; and of total plant payroll as of August 13, 1958; and com- 
parison of respondents and of plant payroll as of August 13, 1958 (pts. 1, 2, 
and 3). 

Table XIII. Age, employment, unemployment of respondents to questionnaire, 
and percentages -(pts. 1 and 2). 

Table XIV. Employment status of 1,397 Roanoke AVC respondents by age groups 
when questionnaire was answered, November 1958 (pts. 1, la, 2, and 3). 

Table XV. Employment status of Roanoke AVC respondents by last skill or oc- 
cupational level (DOT) at Roanoke AVC (pts. land 2). 

Table XVI. Marital status of respondents, by age and by employment status 
(pts. 1, 2, and 3). 

Table XVII. Duration of unemployment (all idle time) between furlough date 
and November 1958, by skill, at Roanoke AVC, of respondents to questionnaire. 

Table XVIII. Average weeks of idle time of respondents employed at time of 
filling questionnaire. 
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Table XLX. Means of support used by respondents to questionnaire during unem- 
ployment after furlough, and resources available for future support in 
unemployment. 

Table XX. Distribution of employed respondents by present industry of employ- 
ment (SIC code). 

Table XXI. Comparison of weekly take-home pay of respondents at Roanoke 
Viscose and at time of response, by last skill level at Roanoke Viscose (pts. 1, 
2, and 3). 

Table XXII. Distribution of employed respondents, by skill level (DOT) at 
Roanoke Viscose and at job held when questionnaire was answered; and, 
distribution of skill level (DOT) at time of reply to questionnaire, by age, of 
employed respondents who were semiskilled workers at Roanoke Viscose (pts. 
1, 2,3, and 4). 

Table XXIII. Present residence of 1,397 Roanoke AVC workers who responded 
to questionnaire. 

Table XXIV. Respondents’ residential status and preference for Roanoke area. 

Table XXV. Interest in retraining for new jobs shown by 1,174 respondents to 
questionnaire. 

Table XXVI. U.S. production. 

Table XXVII. Domestic prices of rayon. 

Table XXVIII. Rayon staple fiber production and imports, exports, and prices. 

Table H-W 1. Ages of 42 couples of respondents, both spouses worked at Roanoke 
Viscose. 

Table H-W 2. Seniority of 42 couples of respondents, both spouses worked at 
Roanoke Viscose. 

Table H-W 3. Employment status at time of answer to questionnaire, of 42 
couples of respondents, both spouses worked at Roanoke Viscose. 

Table H-W 4. Weekly take-home pay of husband and wife at Roanoke Viscose, 
before furlough, and at time of response to questionnaire, of 42 couples of 
respondents, both spouses worked at Roanoke Viscose (pts. 1 and 2). 

Table H-W 5. Distribution of occupational or skill levels (DOT) at Roanoke 
Viscose, of 42 couples of respondents, when both spouses worked there. 

Table H-W 6. Employment at Roanoke Viscose at time of questionnaire, or 
month and year of furlough from plant, of 42 couples of respondents, both 
spouses worked there. 


TaBLe I.—Nonagricultural employment of wage and saluried workers,* 
Roanoke, Va. 


PART 1—JANUARY 1956 TO MAY 1957 


Janu- | March| May | July Sep- Nov- | Janu- 
Industry uary 1956 1956 1956 | tem uary 
1956 1956 1957 


8) (IID) (IV) (V) (VI) (VIID 


Manufacturing... 


Food 

Textiles 

Appere). 

Furniture 

Printing and publishing. 
Chemicals. 
Metal products. 
All 


Nonmanufacturing 


Construction. 
Trensportation, com- 
municatiuns and pub- 
He wttitties. 


real estate 
Service. . 
Government. 
All other? 


See footnotes at end of tables. 


> 
t 
t 
4 
\- 
{ 
- 
March | May 
1957 | 1957 
n (aX) | 
y 
57,975 | 59,250 | 59,600 | 58,200 | 58,550 | 59,875 
2 13,650 | 14,125 | 14,550 | 13,750 | 14.975 | 15,650 | 15,575 | 15,375 | 15,450 
2,150 | 2,160 | 2,180} 2,250] 2,410| 2,240] 2,170] 2,100} 2,160 
1,580 | 1,580} 1,599] 1,570! 1,570] 1,580] 1.530] 1.530] 1,540 
3, 1,630 | 1,570 | 1,440] 1,320] 1,540] 1,540] 1530] 1,510] 1.540 
| 1,340 | 1,350] 1,300] 1,290] 1,350] 1,380] 1,380] 1,390] 1,370 
* |” 650) 660) x0 670 680 700 690 700 700 
2, 580 2, 680 | 2,670 | 2,530 | 2,380! 2,510 | 2,680] 2,590 2, 490 
n- 1.810 | 1,860! 2,030] 1.320] 1,960] 2,080} 1,970] 1,930] 1.920 
2, 1,910 | 2270! 2,660} 2,810] 3,090 | 3,630] 3,630 | 3,630] 3,740 
| 42,500 | 42.975 | 43. 400 | 44,225 | 44,275 | 43,950 | 42,625 | 43,175 | 44, 425 
3,925 | 4,100] 4,300! 4,725] 4,650) 4,025/ 3,000] 3,150] 3,950 
Ds 
| 11,275 | 11,525 | 11,550 | 11,725 | 11.725 | 11,750 | 11,775 | 11,750 | 11,800 
as Trade... _... .| 11, 950 | 12,000 | 12,150 | 12,250 | 12,350 | 12,700 | 12,300 | 12,550 | 12,875 
Finance, insurance, and 
2,325] 2,350] 2,375] 2,400] 2,375] 2.375] 2,375} 2,375] 2,400 
us ___...} 10,425 | 10.450 | 10,475 | 10,525 | 10,575 | 19,525 | 10,575 | 10.750 | 10,300 
2,500} 2,450 | 2.425 | 2.475] 2,475 | 2.450] 2.475 | 2.475] 2,500 
100 125 125 125 125 125 125 100 
| 
of 
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TABLE I.—Nonagricultural employment of wage and salaried workers, 
Roanoke, Va.—Continued 


PART 2—JULY 1957 TO NOVEMBER 1958! 


Jul Se | Jan- | March 
195 tem ber 1958 
1957 


(v1) 


3 
& 
B 


Peeps 


gels | 
& 


po 
38 


85228 


~_ 
~ 


83 
mates, by months, 1956-58 


|S 
PP PP 
oa 
PEP PO 


Nonmanufact 
Construction 


pep 

$2 82 8 
pRere 


pee 


munications, and 
public utilities......- 


BE 
Be 


Be 


85 


BE 88 


PSP BE 


pd 


BS 


Ke 
88 S823 


psy 


1 Totals adjusted to 1957 benchmarks. For Roanoke metropolitan area (Roanoke ~*~ and County). 

Includes lumber, paper, leather, stone products, , transportation equipment, and mis- 
cellaneous manufact' 

* Includes miscellaneous nonmanufacturing. 


1. as of 15th of the month. Exclusive of agricultural workers, domestics, and self-employed (about 


Source: Virginia State Employment Service. 
II.—Unemployment—Roanoke metropolitan area 


AP ARAL 


Roanoke 
employ- 
ment 


ppp 


> 
© 
S 
& 
£ 
8 
© 
1 
= 
< 


-o 


anuary 1959 4... 


8 


1 Percen not seasonally adjusted. 

3 Virginia Unemployment Compensation Commission. 

3 U.S. Department of Commerce. 

4 Unofficial estimates prepared and submitted to Senate Interstate and Foreign Commerce Committee 
Nov. 14, 1958, before actual data for November and January became available. November 1958 estimates 
given committee at that time was 6,200, or 9.2 percent, unemployed in Roanoke and 6.4 percent nationally. 

4U.8. Department of Labor. 


Sources: All data furnished by Virginia State Employment Service, Roanoke office, except as otherwise 


Ma: Jul Se Novem- 
Industry 1988 | 1958 |tember| ber 
1958 1958 
ID) | (VIID) | (1X) (X) 
Manufacturing 15, 500 
Printing and publishing.| "720 
g and pu 
Chemicals. .............] 2,390 
Metal products.........| 2,020 
° Transportation, com- 
|; 
> Finance, insurance, and 
real estate.............] 2,400 
Government............| 2,600 
275 
Unemployment ! 
Year and month approxi- unemploy- 
mate labor ment Percent.of | National | Percent of 
force estimate | Roanoke | percent, | State labor 
labor force | average force ! 
8 
9 
3 
7 
2 
0 
0 
5 
September.............. 2 
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IV 


PART 1—ACCESSION AND SEPARATION RATE IN MANUFACTURING, ROANOKE 
METROPOLITAN AREA 


Accessions per 100 | Separations per 100 
Number | Average workers workers 
Year and month of estab- | employ- 
lishments ment 
Total New Total Quits 
hires 
ECR EELS LADS 43 11, 910 4.7 3.1 3.2 1.6 
43 12, 030 4.8 3.8 4.3 2.3 
43 12, 220 8.2 5.4 5.6 1.7 
43 12, 300 11.9 6.8 3.1 
42 12, 340 5.9 4.3 4.5 2.4 
42 13, 200 4.6 3.8 3.9 1.4 
EE ae 42 13, 570 6.4 4.2 3.4 1.9 
SS eae 42 13, 780 1.8 1.4 2.0 1.0 
4 RS 42 13, 710 2.2 1.7 3.0 1.3 
42 13, 660 2.6 2.3 3.0 1.4 
ne ekawnel 42 13, 530 2.7 2.1 4.3 2.0 
42 13, 200 2.0 1.2 3.5 1.2 
42 12, 890 1.1 .6 2.4 a 
42 12, 550 1.8 2.7 .6 
42 12, 000 1.4 3.2 9 
42 11, 680 1.8 
42 11, 580 3.0 14 4.8 
EES Soa 42 11, 140 2.6 1.5 6.6 1.0 


Sources: Virginia State Employment Service, Roanoke office; and Virginia Unemployment Compen- 
sation Commission. 
Data from first to end of month. Excludes those laid off with definite recall date. 
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TABLE VI.—Roanoke job placements and claims filed, by month, 1956-58 


Active file at Job placements | New and addi- 
end of month | Total |Female| of workers 45 | tional claims! 
job pee and older 
place- 
ments | ments 
Total | 45 and Total |Female} Total | Female 
older 
224 121 576 209 
207 475 198 
201 88 ey 418 245 
214 2 2) 476 281 
298 128 2 1, 157 755 
215 91 579 309 
241 108 543 305 
310 102 2) J 312 140 
230 112 869 496 
241 124 535 203 
153 83 298 
171 94 2 417 130 
260 128 3) 395 133 
2719 10) ) 422 Zi 
209 121 38 10 | _ 747 485 
216 114 21 6 571 233 
213 121 18 8 5a7-] 270 
252 126 21 10 619 4 43 
238 10 2 14 4577 189 
211 83 38 14 620 236 
in} 15 347 
91 55 16 11 | 
1 64 11 9] 1,003 312 
115 63 25 16; 1,140 473 
180 67 34 15 1, 065 352 
195 92 33 16 884 375 
137 66 38 20 762 335 
200 106 39 24 834 268 
183 107 24 14 738 309 
102 50 22 807 227 
253} 39; 1, 132 307 
4,435 | 1,499 140 40 17 970 271 


1 New claims are Ist claims in unemployment compensation benefit ; additional claims are those when 
worker files new claim, returns to work before exhausting benefits, and then returns jobless to seek remaining 
benefits in same benefit year. 

1 Information not av: le. 


Sources: Virginia State Employment Service, Roanoke office; Virginia Unemployment Compensation 
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TaBLe VIII.—1,977 Roanoke Viscose hourly-rated employees by age groups as of 
Aug. 13, 1958 


Active and on leave Employees on furlough 


Male Female 


RS 


no 


leave. 


Total active and on leave 
Total furloughed 


Source: American Viscose Corp. 


TABLE IX.—American Viscose Corp. Roanoke employees furloughed between 
Jan. 1, 1956, to Dec. 31, 1958 


PART 1 


Department Female Department Female 


1956 


1965—Continued 


d 
Labor 


1 Date given is that named in company furlough notice reading “Shift ending on or prior to” date. 
Data compiled by Textile Workers Union of America, Local 11, from American Viscose Corp. furlough 
notices. 


Male Female 
226 16 5 eb. 
372 48 ar 
55 to 59... 13 1] 
216 125 15 Apr. 
75 17 30 | Apr. 
62 9 83 1 r. 
{ 3 0 30 pr. 
.. 
1,112 310 370 175 r. 
| | May 
June 
June 
July 
= 
Aug. 
Aug. 
Aug. 
Aug. 
Date ! Male 3) 
Dry reeling 14 |........ Sept. 30......| 19 
=: 15 2 |] Oct. 4........]. 1 
July 8........| Cake 2 || Nov. 29......| Dry reeling. 
July 30.......| Dry reeling. 
ESE) lll 15 5 287 260 
Sept. 16....._| Cake processing. -- _ || total. 
Sept. 30......| Cake 25 total. | 


BE B! 


‘(on wo 


UNEMPLOYMENT COMPENSATION 


639 


TaBLE 1X.—American Viscose Corp. Roanoke employees furloughed between 
Jan. 1, 1956, to Dec. 81, 1958—Continued 


PART 2 


Date! Female} Male Date! 


Department 


1957 
Feb. 


Se 


D 
Apr. 8.....-- 
Aor. WO. 
Apr. 13....-- 
Viscose 


Dec, 27...... 
Dec. 29...... 
Aug. 4.......]| Viscose 


bor 
Cake processing- 
Engineering 


Seon Bees 


Bro 


El ot 


1Date given is that named in company furlough notice reading “Shift ending on or 


prior to” date. 


Data compiled by Textile Workers Union of America, Local 11, from American Viscose 


Corp. furlough notices. 


| | 
— 
Female} Male 
1957—Con., 
Aug. 25......| Cake processing. 
5 || Oct. 13_......| Cake processing... 
Apr. 29....-.] Dry reeling. =, 2 
ll 2 || Nov. 3.......| Cake processing. --|_.....-- 
, 432 June 19__.-.- 21 2 |] Dec. 1.._....| 1 
977 Cake 
Aug. 11......| Cake processing... 837 
DO 2 83 total. 
Aug. 19_.....| Cake processing-.. 13 18 | 
ale 
19 
74 
1 
1 
1 
2 
260 
1,849 
ough 
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TABLE VIII.—1,977 Roanoke Viscose hourly-rated employees by age groups as of 
Aug. 13, 1958 


Active and on leave Employees on furlough 


Male Female 


YOn leave. 


Source: American Viscose Corp. 


TABLE IX.—American Viscose Corp. Roanoke employees furloughed between 
Jan. 1, 1956, to Dec. 31, 1958 


PART 1 


AF 


Date! Department Female Department Female 


1956 


1965—Continued 


c 
t 


Cake processing 
Beaming 
Cake processing. -- 


Boo 


do 
Dry reeling. 
Filatex 


ao 


Cake processing 


1 Date given is that named in company furlough notice reading ‘‘Shift ending on or prior to’’ date. 
Data compiled by Textile Workers Union of America, Local 11, from American Viscose Corp. furlough 


| 
Male Female _ 
226 16 5 ed. 
372 48 ar. 
55 to 59_- 13 1] A I 
6 83 
TER 8 | 3 79 8 
3 0 30 0 
1,112 310 370 17 r. 
| | May 
June 
June 
June 
uly 
! Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
2 Male 
Di 
July 8_.......| Cake Nov. 20.....- 
July 30_......| Dry reeling. 
15 287 260 
Sept. 16......_| Cake processing. _) total. 
49 1956-58 1, 849 
3 subtotal. 
notices. 
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TABLE 1X.—American Viscose Corp. Roanoke employees furloughed between 
Jan. 1, 1956, to Dec. 31, 1958—Continued 


PART 2 


Date ! Female} Male Date! Department 


1957 1957—Con, 
Aug. 23 
Feb. 


Filatex 
Cake processing. 


Aue, 3... 

Aor. 5....cc< 
Do...-. we 

Apr. 10.....<< 

13.0 ceed 

Apr. 18....--| Viscose 
Do 


Bro 


Apr. 24. .-..- 


Cake processing. 
Coning.. 
Labo 


Aug. 3_......| Be 
Aug. 4.......] Viscose 


Elo 


1Date given is that named in company furlough notice reading “Shift ending on or 
prior to” date. 


Data compiled by Textile Workers Union of America, Local 11, from American Viscose 
Corp. furlough notices. 


— 
Female} Male 
Mar. 31......] Beaming.........- 17 
5 || Oct. 13.......| Cake processing. 
175 1 Do......-| Cake processing--.. 8 25 
y reeling.....-- 21 1 Oct. 28.......] Engineering.......}........ 2 
1 |] Oct, 29.......| Beaming.........-. | 
June 9.......| Cake 6 Nov. 12...... 
, 432 June 19...... 21 2 Deo. 1.......] 
977 48 2 || Dec. 29......| Cake 
Aug. 19_.....| Cake processing 13 18 
19 
74 
1 
1 
4 
1 
2 
260 
849 
ugh 
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TABLE IX.—American Viscose Corp. Roanoke employees ~ sed hetincer 
Jan. 1, 1956, to Dec. 31, 1958—Continued 


PART 3 


Female Department 


Cafeteria_ - 

Labor. 
Gores... ped 
Cake processing__ 
Spinning 
Engineering... 
Dry reeling 
Dry reeling 
Spinning. 


Spinning. 
Viscose... 


Engineering... 


July 15. 
July 20.......} Cake processing... 
Cake processing... Cake processing - 
Engineering. _.| Engineering... 

inni 
Cake Processing... 
Engineering 
Dry r 


Cafeteria 


Cake processing... 


st 
- 
c 
t 


1Date given is that named in company furlough notice reading “Shift ending on or 
prior to’’ date. 

Data compiled by Textile Workers Union of America, Local 11, from American Viscose 
Corp. furlough notices. 


TaBLeE X.—Roanoke Viscose plani—Hourly rated employees’ years of service, by department 


Date! Department |Fema) 
1958 1968 | 
6 5 {| Sept. 28____- 15 | 
Agr. 1...:...| Dry Sept. 41 
Apr. 4 |] Oct. |---- i 
Apr. 11 ....--] Gore. 6 | 1 
Apr. 13......| Engineering.......}.......- § Oot. &:...... | 
May 9.......| Beaming. .....-..- 14 2 ti Oct. 12...<.- = 3 
June 22......| Cake processing. 4 2 
3 July 13__....| Engineering... 5 || Oct. 19..._____| Engineering-_- 39 
141 
35 
* 12 
1 
32 
21 
; 29 1 
1 Nov. 9.......| 4 
2 || Dec, 2.......| Beaming.......... 24 
Sept. 21_._____| 1 || Dec. 14......| 2 
1 Dec, 21......| Engineering... ..../....-..- 2 
1 435 1, 105 
Sept, 25......| Engineering 1 1958 
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Watch: 15, male 


Total 


pp yee new pages with new dates were substituted. Thus a department list might be on sev- 
w department totals, 


When 
be added to 
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TaBLe XI 


PART 1—AGE AND SEX DISTRIBUTION OF 1,397 ROANOKE AVC WORKERS WHO 
RESPONDED TO QUESTIONNAIRE 


UNEMPLOYMENT COMPENSATION 


SSSESSSSS 


Total Females Percent of age groups 
Num-| Per- Num-| Per- Ages Total) Male 
ber | cent ber | cent 
(2) (5) | © (7) (8) | @) 
100.0 100.0 | 378 {100.0 Total, all ages.|100.0 | 72.9 | 27.1 
1.1 1,2 3 -8 | 20 to 24...__. 100.0 | 80.0} 20.0 
3.2 3.4 10 | 2.6 | 25 to | 77.8) 222 
6.2 7.1 15 | 40] 30to 82.8 | 17.2 
6.7 7.6 17 4.5 | 35to 81.9) 181 
7.5 31 8.2 | 40 to 71.0 | 29.0 
13.2 8.2 100 | 26.4 | 45 to 45.7 | 54.3 
19.8 15.3 120 | 31.7 | 30 to 56.5 | 43.5 
24.4 28.0 55 | 14.6 | 55 to 83.9 16.1 
16.6 21.0 18 | 48] 60to 92.2 7.8 
4.9 6.2 1.6 
2.9 3.6 3 .8 
41 5.0 6; 16 
2.5 3.3 1 3 
2.2 2.8 2 6 
.2 1 100.0 | 66.7 
5 8| 2.1] Not available..__- 100.0 | 38.5 


PART 2—AGE AND SEX DISTRIBUTION OF 2,282 ROANOKE AVC WORKERS ON PLANT 
PAYROLL, AUG. 13, 1958 


Total Females Percent of age group 
Num-| Per- Num-] Per- Ages Totall Male 
cent ber | cent 

(12) (15) | (16) (17) (18) | (19) 
100. 0 565 |100.0 75.2 | 24.8 
20 to 2.0 2.4 + i 91.1 9 
25 to 5.5 6.1 21) 3.7 83.2) 16.8 
30 to 8.5 9.6 31) 5.5 84.1] 15.9 
35 to 8.8 9.9 30| 5.3 85.0} 15.0 
40 to 8.0 7.6 52| &2 71.4 | 28.6 
45 to 13.2 8.5 | 156 | 27.6 48.3} 51.7 
50 to 19.4 15.5 175 | 31.0 60.4 | 39.6 
55 to 22.5 25.7 73 | 12.9 85.8 | 14.2 
60 to 12.1 14.7 23) 4.1 91.7 &3 


PARI 


SSsSsssssss 


| 


~ 
> 
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} 
Total, all ages... 2 
SS 
f 
| 
Not available. 
| | 
20 to 
25 to. 
30 to 
35 to 
40 to 
45 to 
50 to 
55 to 
60 to 
1E 
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TaBLE XI—Continued 


PART 3—COMPARISON OF PERCENTAGES OF AGE AND SEX DISTRIBUTION OF PLANT 
PAYROLL AND RESPONDENTS TO QUESTIONNAIRE 


[Cols. 2 and 12, 4 and 14, 6 and 16, of pts. 1 and 2] 


Total Male Female 


(12) |(2)—(12)} (4) (14) |(4)—(14) 


> 


(16) ‘6 — (16) 


100.0 


Oo 
o 


I 


| 
« 


Kak 
oman, 
o 


wo 


aul 


PART 4—COMPARISON OF AGE AND SEX DISTRIBUTION OF PLANT PAYROLL AND 
RESPONDENTS! 


Females 


Numbers 


Percent Percent Percent 

(2) +(1) (5) + (4) Re- (8) + (7) 

spond- 
ents 


e 


S| 


S| 


& | 
a! 


2, 282 


! Excluding 13 respondents to questionnaire who did not give age. 


! w 


Total all ages......-.-| ] 
1 
1 
0 
3 
' 1 
3 Total Males 
§ $$$ $ $$ 
Numbers Numbers | | ‘3 
T 
Re- 
Plant | spond- 
ents 
45 15 41 12 4 3 
125 45 104 35 21 10 
195 87 164 72 31 15 
200 Ot 170 77 30 17 
182 107 130 76 52 31 
302 184 146 84 156 100 
Lea 442 276 267 156 175 120 2 
ee 515 341 442 286 73 55 ” 
276 235 253 216 23 19 
ee | 1, 384 1,717 1,014 | 565 370 “ 
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Passe XIII.—Continued 
PART 2~-AGE EMPLOYMENT AND UNEMPLOYMENT, PERCENTAGES 


Percentage distribution 


1,397 re- Employed ! |Unemployed? 
spondents 


100.0 


ONT ROK oO 


60 and over. 
Not 


ofS 


_ SESS 
noma 


| 


Median age 
Males, total....--- 


| 


50 to ...-...- 
Not available_ 


Median age. 
Females, total 


| Sei] 


SS 


1 From table XI, pt. 1. 
1 From table XIII, pt. 1 
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| 
| 


cent 
100. ¢ 


WwW 
force 
Num |} Per 
ber 
76 
12 


| 


Per- 
cent 


Unem. 


Elsewhere Ployed ! 
799 |100.0 


577 |100.0 
222 |100.0 


ber 


Cae HOMO 


' 


Per- |Num- 
cent 
100.6 


261 |100.0 
45 |100.0 


Num- 
ber 
306 


| 


| 


| 


Per- 
cent 


: 


216 }100.0 
117 {100.0 


99 |100.0 


Employed 
at Roanoke 
Viscose 

ber 


SRS 


OM 
Set 


AN ed 


Per- |Num- 
cent 
100.0 


Total 
employed 
378 |100.0 
144 /100.0 


' 


Num- 
ber 


NLM 
wes 


Per- 
cent 


Grand 
total 


378 |100.0 


ABRRESE RL 


g 


1,019 /100.0 


Num- 
ber 


groups when questionnaire was answered, November 1958 


| 
| 


TaBLe XIV.—Employment status of 1,897 Roanoke AVC respondents by age 


S883888 


* Withdrawn from labor force inc!udes retired, ill, and otherwise not available for work at time of filling 


out questionnaire. 


1 Unemployed includes those jobiess, able and willing to and seeking work. 


Grand 397 }100.0 


Males, 
Not available............. 
Females, total. 


Not 
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PART 1 
Age group | 
} } 8 
31 
} 30 
| 231 |- 
| | | 9 1.1 | Males -. 
— | | Female: 
| | 
| | 
| | 
i | 
| 
| Total e 
Employ 
Unemp! 
Employ 
| Unemp! 
emaies 
Not availabie......... | 3| 21 3| 8.0 |... 
3967 
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Taste X1V.—Employment status of 1,897 Roanoke AVC respondents by age 
groups when questionnaire was answered, November 1958—Continued 


PART 1A 


Recapitulation 


Total employed_ 
Employed males. 


Unemployed females 
Males employed elsewhere than Roanoke Viscose 
Females employed elsewhere than Roanoke Viscose - 
Withdrawn from labor force 


! Unemployed able and willing to ani seeking wor! 
? Withdrawn from labor force includes retired, ill, and ctharWine mot avaiable for work at tiene of Siting 


out questionnaire. 


39678 O—59——43 


m! Unem- | Withdrawn 
or Total Employed ployed! from labor 
force ? 
ar Total | At Roanoke Else- 
nt employed Viscose where 
N Per- Num-| Per- Per- 
ber | cent ber / cent / ber / cent 
0. Num-| Per- |Num-| |Num-| Per- 
— ber | cent | ber | cent} ber | cent 
Grand total .......|1,307 |100.0 | 522 | 87.4) 216) 15.5) 306) 219) 700) 57.2) 76) 54 
Percent males {100.0 | 378 | 37.1 | 117] 11.5 | 261 | 25.6| 577| 566| 64| 63 
+ Percent, females..........| 378 |100.0 | 144 | 38.1 99 | 26.2 45} 11.9) 222) 58.7 12 3.2 
0.5 
+ Grand total .......|1,397 |100.0 | 522 /100.0 | 216 |100.0 306 |100.0] 799 100.0} 76 | 100.0 
| 729 | 378| 117 | 642| 261| 85.3| 577|722| 64| 842 
1.0 378 | 27.1] 144] 27.6] 99/458) 45/147] 222/ 27.8; 12] 168 
Number, | Percent ; 
8 
3 
.3 
ng 
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Taste XIV..—Employment status of 1,397 Roanoke AVC respondents by. age 
groups when questionnaire was answered, November 1958—-Continued 


PART 2—EMPLOYED ! 


Total Employed full-time jobs | Employed part-time jobs since Self- 
employed since layoff Inyoft employed 


Age group Not 
Num-| Per- Per-| Not Per- J avail- -| Per. 
ber | cent cent javail- cent | er: able | cer cent 
able on 

jobs 


Graud total 


| 


= 
= 


Bop 


SSSSSSSES 


Not available 


a= 


Not available __ 


1 Breakdown is as follows: 


Total employed 
Employed full time 


1 job since layoff 
Several jobs 


Employed part-time 
1j 


i 
Not available 


| | | 
1 30/100. 3]100..0 16] 100. 
101 
25 
56} 
80} 
46 
~~ — _ 4 
Males, total_..... | 378/100. 0) 230] 27/100. 0 
40t0 44... 45] 11.9] 22! 5] 31.3 
36] 9.5] 24) 3] 18.7 
Suto | 53] 14.0] 36 4] 25.0 
55 to 17.8) 45 3) 2/100. 0 2} 12.5 
Females, 144 100.0} 118 
20 to. 24... im 
7| 4 
30 to 6 
351939... 131 9 
15] 14 
45to49..... 32] 22 
45) 31 
13 
60 to 64____ 3 
Number Percent | 
(75) 14.4 
(30) 5.7 
(3) 
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Taste XI1V.—Employment status of 1.3897 Roanoke AVC respondents by age 
groups when questionnaire was answered, November 1958—Continued 


PART 3—UNEMPLOYED? 


Jobs since layoff 


At least one job | 


No jobs 


Not available on 
jobs 


Percent 


Number Number 


Percent 


Percent 


o 


100. 0 


BES 


| 


| 
| 


| 
| 
| 


| 


SSSSSSSSS 


2? Unemployed excludes those out of labor force 


At least 1 job_- 


=n Total unem- 
| 
er. 
ent 
Number | Number | 
Grand total. .........- 100. 0 692 | 19 100. 0 
1.3 114 10. 2 102 14.7 3 15.8 
8.7 163 9.1 154 22.3 1 5.3 
5.0 231 | 10.2 218 31.5 4 21.0 
2.3 161 4.6 149 21.5 8 42.1 
577 100.0 61 I 602 100.0 14 100.0 
1.3 ee 47 8.1 3 43 8.6 1 7.1 . 
5.0 189 32.8 4 182 36, 2 3 21.4 
25 149 25.8 4 137 27.3 8 57.2 
Femaks, total. 222 | 100.0 100.0 190 | 100.0 5 | 100.0 
67 6 22. 2 59 31,1 2 40.0 
_ 67 1 3.7 65 34.2 1 20.0 
42 5 18.5 36 18.9 1 20.0 
Number Percent 
799 100.0 
0. 7 
4.4 
5.7 
.6 
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Taste XVI.—Marital status of respondents, by age and by employment status‘ 
PART 1—ALL EMPLOYEES 


= B = 


8] 


Divorced or separated... 
Widowed 


O]] 


mowec 


| ww 
.. 


! Includes only employed and unemployed. Unemployed includes only those able and willing to take 
employment, and seeking jobs. 


{ 
Total Males Females 
Num- | Per- Per- | Num-| Per- Per | Num-| Per- Per- 
ber cent cent ber cent cent ber cent cept 
100.0 |........| 956 | 100.0 |........| 367] 100.0 
Employed .........-0.sdee- 39.3 | 100.0 375 39. 2 
32.2 $1.8 346 36. 2 
Divorced or separated, . 1.8 4. 
Not available. _........- 1.0 | 
60.7 
50.6 
23 
Not available..........- 9 
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| 
| 
CICA E | 
| 


Fu 
F 


| 


4) 111 


to 

um.-| Per- 
cent 
36/100. 0 


ber 


Others 


) between fur- 


17/100. 0 
10| 58.8 


cent} ber jcent| ber | cent 
29/100. 0 
4) 13.8 
1 


-| Per- |Num-| Per- |Num-| Per- |N: 


97/100. 0 
13) 13.4 
3 
1 


1 
0 


ber 


, at Roanoke AVO of respondents 


‘Hides 


DHT 


cent 


512| 69.9 


220) 30.1 


ber 


8, by skill 


Oo 


‘ 
‘ 
‘ 
‘ 


cent 


| 


4 2.3) 


Skilled |Semiskilled| Unskilled | Service | Clericals 


‘ 
' 


ber 


SHON 


UNEMPLOYMENT COMPENSATION 
Per- |Num-| Per-/Num-} Per- |Num 


cent 


832 76. 5) 172| 97.7 
255) 23. 5| 


100. | 176 100. 0) 732} 100. 0 


lough date and November 195 
Total 
Num- 
ber 


questionnaire 


ssss 


= 
= 
= 
= 
> 
: 
3 
3 
| 


Not 

Not available 
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| | | 
25 10) 
49 5] 
15 2| 
4 2] 5.6 
iti 
| 32) 88.9 
2.9 10| 27.8 
24.2 | 8} 22.2 
18.3 13.9 
5.5 2} 
4.9 1} 2.8 
4 1] 28 
4 1.9 2.8 
8 
1.4 2} 5.6 
1.8 
45 2} 5.6 
9 
i | | 6 
= Se 10 1) 28 
9 2) 5.6 
50 
Not 20 2.8 
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Taste XVIII.—Average weeks of idle time* of respondents employed’ at time 
of filling questionnaire 


Total workers Unskilled workers 
‘r- Aver- Aver- 
nt 
1.0 
8 TOTAL 
: Furloughed 1957-58. - . 
8 Furloughed 1957 27. 
24. 
30. 
28. 
60. 
6.6 5.5 
11.9 5.9 
ond 6.8 5.3 
3.2 4.2 
4.1 11.0 
. 


wi] 


60 and over......... 


a workers withdrawn from labor force, permanently or temporarily, by retirement, illness, or 
1 Excluding those still at R-AVC when answering questions and those who did not answer questions. 


11.5] 19.0 3| 54] 11.0] 19] 11.4] 23.2 7/226] 11.0 
. 6 3] 1.8] 28.0 4} 22 40.0 
Furloughed 1958-.....} 121] 47.8} 42] 47/839] 35] 59/355] 49] 15] 48.4 3.8 
Under 40............] 44] 17.4] 63] 21/ 37.5] 37] 18/108] 10.4 5| 16.1 2.2 
50to 41/162] 33] 15/268] 40] 20/120} 25 6 | 19.4 4.2 
FEMALES 
Furloughed 1957......| 18 46.9 2/36] 15] 9.0] 49.4 1} 32] 360 
Furloughed 1958......| 21 1/ 1.8} 50] 17/102] 126 3] 97] 137 
| 
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TaBLeE XIX.—Means of support used by respondents to questionnaire during 
unemployment siter furlough, and resources available for future support in 
unemployment * 


While unemployed, used— | If unemployed in future, wil] 
use— 


Total 


Borrowings 

Relief (welfare) 

Living with relatives 

Spouse working 

Nothing. 


Cash taneurance.. .. 
Cash in bonds 

Sell home 

Rent from apartment. 

Widow’s pension 

Spouse unemployment compensation 
Armed Forces 

Husband's pension . 

Not availab 


1 Resources listed by respendents add to more than number of respondents to the various parts of question 
because could list more tlian 1 resource. 

375 respondents—31 mules and 44 females—have been told they were ineligible for additional unemploy- 
ment compensation benefits. 


Taste XX.—Distribution of employed respondents by present industry of 
employment (Standard Industrial Classification Code)*? 


Total employed Males employed | Females employed 


Number | Percent *} Number | Percent # Number | Percent? 


Other nondurables 

bles 


Construction. 
Retail and 
Government (including education)... 
All other 


SAMS 


| Pw, ewe 


493 


8 


1 Excludes self-emplo x my and those for whom insufficient information is available. Total employed, 
522, 378 males, 144 fem 
2 Use was made of Standard Industrial Classification Manual, Executive Office of the President, Bu- 
reau of the Budget, 1957, and BES durable-non-durable coding. 
3 Percentages al] on basis of 489 equals 100 percent. 


Tarie XXI.—Comparison of weckly take-home pay? of respondents at Roanoke Viscose and at time of response, by last skill level 


| Male Female Total Male Female 

778 561 217 808 655 153 

360 273 87 275 205 70 

134 118 16 59 51 7 

5 3 2 30 25 5 

56 33 23 60 39 21 

201 138 63 231 149 82 

4 3 1 28 26 2 

! 15 13 2 3 2 1 
Dividends from 1 

pats 47 32 15 64 54 10 

231 | 174 | 35.3 107 | 21.7 

216 | 99 20.1 

3 1 

20 8 

23 2 4 

|= 

48 

| 18 

65 18 3.7 

29 : 7 1.4 

52 8 1.6 

Tota] employed 140 | 28.4 
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XXII—Continued 

PART PAS DISTRIBUTION | oF SKILL LEVEL (D.0.T.)! AT TIME OF REPLY TO QUEs. 

TIONNAIRE, BY AGE, OF EMPLOYED? RESPONDENTS WHO WERE SEMISKILLED 
WORKERS AT ROANOKE VISCOSE 

| j 


Semi- | . Agri- 
Total profes: | Service | Skilled cul- 
tural 


Sessssss 


3 


Tee te ues eet 


Total, ¢ 


Ma 
Fer 


Under : 


Number.....| 246 2 54} 110 28 
Percentage..|100.0| 0.8 89}; 220| 447) 114 


3 Includ at Roanoke Viscose when questionnaire was answered 


TasLte.XXIII.—Present residence of 1,397 Roanoke’ AVC workers who responded 
to questionnaire 


Within os| 25 to 100 More 
Roanoke'} miles miles than 200 


Number.of workers: 
Total 


| Mana 
Not 
availa- 
ble Gi 
istra- 
| tive Own ho! 
wit 
Not 
2 1 6 12 1 1 2 
Pereentage.. 100. 0 53 47) 17.6 49.4) 6.9) 12) 47 
TABLE 
: | 
Femal 
=. Age un- 
Total..| 76 9 14 24 26 1 
Percentage _ _/100. 0 31.6 | 34.3 1.3 Fer 
ra 1 Total, males and females Ma 
50 to 59 
0.8 3.7 Ms 
Fer 
Ma 
Age no 
Ma 
Not avail- 
Total able a 
es 
1,019 893 68 52 3 
Percentage distribution: 
100.0 90.2 5.4 3.8 0.3 0.2 0.1 
100.0 87.6 6.7 5.1 .3 }.--------- 
1 “Roanoke” bere means Roanoke City, Vinton, and Salem. 
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TABLE XX1V.—Respondents’ residential status Gnd preference for Roanoke area 


— 


Not available 


Num-} Per- | Per- 
ber |cent!| cent? 


43. 
30. 


4 
0 
1.4 
15.3 
1.4 
5 


| 91. 


} Percentagés are on poste of 1397 equals 100 percent. 

2 Percentages of in pre croup. 

+ Percen of each resiteritta tal group that would prefer to remain in Reanore, or to leave. 
‘Not available+ Did not ahswer this question, or gave conflicting answers 


18 


TABLE XXV.—JInterest in retraining for new jobs shown by- 1,174 responaents 
to questionnaire 


Interested Not interested Respondents 


Percentage Number Percentage 


95. 4 54 


95. 9 35 
94.1 


94.4 


94.6 
93. 5 


98.1 


96. 5 
100. 0 


95, 2 


97.8 
88.8 


92.8 


92.3 
100. 0 


100.0 


100.0 


ne 


~ 


) Total ‘Prefer Roanoke *Prefer elsewhere | 
j Nuth:| Per-'|Num-| Per- | Per- | Per- |Num-| Per- | Per- | 
jber ber ber | cent! /cent? 
Grand total.........|1, 397-4100.-|1, 198 | 85.8 |100.0-}.. ~ 163] 20.9 
Own home: ; 
Mortage free........._| | 606 36.9 85.0} 6] .4| 1.0) 85] 61} 140 
With a mortgage....._| 419 371.| 26.6 88.5} 10; .7| 24] 38] 27/. 91 
Not | ‘20 14] 1.0 70.0; 3] .2/150} 3] .2| 180 
190 | 13.6 9] .6| 421 15] ‘75 
| 65 | 7%5| 17| 12/143] "92 
Number Number 
Total, all aged... 1, 120 4.6 1,174 
303 5.9 322 
Under age 40, 204 = 5.6 216 
29 6.5 31 
137 3.5 142 
| 122 || 0 122 
| 491 4.8 516 
135 | 11.2 152 
60 and over, all.................. 154 Yi 12 7.2 166 
144 12 7.7 156 
10 || 0 0 10 
Oe 
Age not stated, 12 12 
5 0 0 5 
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TaBLe XXVI.—U.S. production 
{Million pounds) 


1 
1953) 454 
1953) 483 

322 


11958 production partially estimated, by projecting 11-month data showing 240 million i poopeenad high 
pane 135 — pounds regular an Risk tectote te tenacity, 203 million pounds acetate, an 
pounds viscose staple. 


Source: Textile Organon. 
TaBLE XX VII.—Domestic prices of rayon 
[Cents per pound) 


High tenacity 
tire cord 


on beams, 
1100 denier 


55 73 36 
57 40 
62 78 40 
62 78 35 
62 78 34 
62 82 34 
62 86 32 
58 91 30 
63 76 31 


TaBLe XXVIII.—Rayon staple fiber production and imports, exports, and prices 


Imports Exports 


SESISSAES 
> mori 


Z 


1 Lowest list price during this period $0.29 per pound. 
3 Partially estimated. 
3 Data for 8 months January-August 1958. 


Source: Textile "Taver Price-per-pound column refers to domestic price only and is average price 
for the entire year ported staple usually sells at 2 to 5 cents below domestic price. 


674 
Regular and 
High tenac- | intermediate Viscose 
Year ity (tire tenacity Acetate staple 
yarn) (textile 
yarn) 
Under 
333 325 207 45.to 4! 
413 182 212 50 to & 
454 204 219 55 to 5 
( (1981) 325 ( 957) 
(1951) 333 | 535 TABL 
He 
4 Less 
- 10 to 1 
3 15 to 1! 
2. Year staple 25 to 2 
35 and 
Source: Textile Organon. 
vor 
At 
189 $0. 36 Ps 
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675 
Taste H-W 1.—Ages of 42 couples of respondents, both spouses worked at 
Roanoke Viscose 


TasLe H-W 2.—Seniority of 42 couples of respondents, both spouses worked at 


Roanoke Viscose 


Wife’s seniority 


Husband’s seniority, 
years 


TABLE H-W 3.—Employment status at time of answer to questionnaire, of 42 
couples of respondents, both spouses worked at Roanoke Viscose 


Wife’s status 


Husband’s status Employed 


Rk.AVC! Part-time 


Unem- 
ployed 2 


Employed, total 
At Rk.AVC 
Full-time (elsewhere) 
Part-time 
Unemployed 2 
Self-employed 
Not in labor force 


1 Working at Roanoke Viscose at time responded to questionnaire. 
Unemployed but in the labor force (able to work and seeking employment). 


Wife’s age 
Husband’s age 
Total | Under40| 40-44 | 4549 | 50-54 60-64 
5 
Not 
Total | than | 10-14 | 15-19 | 20-24 | 25-29 | 30-34 | 35 and/ avail- 
10 up able 
1 3 1 5 8 1 1 
taken 42 3 4 6 3 7 12 6 1 
) 
Total 
0 
15 5 10 
(6) (2) | | (4) 
(6) (2) (4) 
es 25 ll 8 1 2 14 
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Taste H-W 4A.—Weekly,. take-home pay. of husband and wife at Roanoke 


Viscose, before furlough, of 42 couples. of respondents, both spouses worked 
at Roanoke Viscose 


Wife’s weekly take-home pay 


| $50 to. | $60 to | $20 ana Not 
| $59. 


99 | $79.99 | over | avail- 
| able | 


‘ 


TaBLe H-W 4B.—Weekly take-home pay of husband and wife et time of response 
to questionnaire, of 42 couples of respondents, both spouses worked at Roanoke 
Viscose 


Wife’s weekly take-home pay 


Husband’s weekly ! 
take-home pay $40 to | $50 to | $60 to | $80 and 
$20 $39. $49.99 | $59.99 | $59.99?! over 


Not available. .............. | 


1 Includes all 42 pairs, whether working at Viscose or elsewhere, or unemployed, or out of labor force. 
husband’s take-home pay as before sick leave taken from plant.” 
2 Includes 3 wives in $70 to $79 bracket before layoffs, none after. 


TasLe H-W 5.—Distribution of occupational or skill levels (D.O0.T.)* at Roanoke 
Viscose, of 42 couples of respondents, when both spouses worked there 


| 


Husband's skill level si | Not 
Semi- Un- | avail- 
skilled | skilled able 


Wife's skill level 


Unskilled 


1 Dictionary of Occupational Titles. 


TABLE 
mon 
spol 


Not ava 


T 


*ake-home pay. — Under | $20 to | $40 to 
$0 | $20 $39.99 aaa! Total 
| 
$50 to $50.99..............-.. 3 | 1 | 7 1957... 
$60 to $79.90... 1 | 4] 6 13 3 
12) 17 | 1| 4 | 2 
| | | | | Apr 
Aug 
Sept 
Oct 
Still at | 
3 
: Not 
-? avail- | Total 
| able 
- 2 1 1| 3 1 2 25 
$40 to $49.99... 4 
| 
| Tota 
| profes- | | 
i 1) i; 
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yasLe H-W 6.—Employment at Roanoke Viscose at time of questionnaire, or 
month and year of furlough from plant, of 42 couples of respondents, both 
spouses worked there 


Husband's status Wife’s status or furlough month and year 


Wife furloughed 


Wife 
Furloughed still at 
Roa- | 


November 


1957. 


August 
December 


1958... 


April. 

August. 
September 
November. - 


Total furloughed_____- 
Still at Roanoke Viscose _ 
Not available_............. 


Total husbands 
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Mr. Coox. Part of what you asked for is in the original study in 
table XVI. But to apply it specifically to the 738 responses we would 
have to check the study further. 

Mr. Curtis. Just a few quick questions: 

One, on this Roanoke, Va., picture, what was Virginia’s overall un- 
employment record in thistime? Is Roanoke one of the bad spots? 

Mr. Cook. It wasn’t until about this time. For most of the 10-year 
period it was below the State average, and about the time that the 
American Viscose plant got into trouble there were other difficulties 
there. For instance, the Norfolk & Western Railroad, which has its 
home office there, laid off about 2,400 people, and the combination of 
things changed it from below the State average to substantially above. 
Table II in the original study shows the comparison between Roanoke 
and the State. 

Mr. Curtis. I will be very interested in picking that up. 

Mr. Cook. It also compares it with the national average. 

Mr. Curtis. Did the textile company involved here or the textile 
industry have any retraining program or any way of assisting the 
unemployed people that they would let off ? 

Mr. Coox. Yes, the company did a number of things. For instance, 
they have other facilities in Virginia. They have two other plants in 
Virginia. They have two in West Virginia and three in Pennsylvania. 
People who were free to move could go to any one of those other 
facilities and apply. We gave them a list of where there were vacan- 
cies. There were not a large number of vacancies, but if they could 
pass the normal physical tests for employment, which are not very 
strict, they were given preference on employment in those places, 
and some 50 people did that. 

In the community itself they have no other facility and there is no 
retaining program in the community by the company. 

Mr. Curtis. Did the community itself have any program, and 
rather than get into the program, I am just trying to find out if the 
community itself had any program for retraining or getting people 
back to work. 

Mr. Coox. There is a possibility through the public school extension 
service. If there is a group of eight or more people who ask for cer- 
tain training who will son , but they have to pay for the minimum 
costs of that training. 

Mr. Curtis. Is that a State program? 

Mr. Coox. I think it is a city program, with some State subsidy. 

Mr. Curtis. How about the union itself? Does it have any retrain- 
ing program or any method of trying to hit at this unemployment prob- 
lem from the angle of getting located in other jobs? 

Mr. Coox. The union has no retraining program, sir. We are not 
equipped for that sort of thing. We do furnish in cases like this the 
best employment opportunity advice that it is possible for us to give. 
As you know, we have contracts in all kinds of places and when an 
employer needs people of certain skills which are available here, we 
apprise both the employer and the employees who are members there 
of this opportunity. We place quite a few people, but in tota] num- 
bers as compared with 2,000, it is very low. 

Mr. Sreriy. I might add that while Viscose happens to be one of 


the better companies with whom we have a contractual relationship 
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for the last 22 years, and we have a good relationship with them, most 
of the re ower ay do not do as much as the Viscose Co. does. We 
just had the J. P. Stevens Co. take over a plant in Passaic, N.J., 
where they threw out about 2,500 workers. None of the produc- 
tion workers were offered an opportunity of going to one of their 67 
down in the South where most of their mills are located. And J. P. 
Stevens has had to expand their operation elsewhere because they are 
still putting out woolens. There is very little oe along the 
lines that the Viscose Co. did. We are very pleased that we have that 
kind of a relationship with that concern. 

Mr. Curtis. Of course, this committee is concerned with the unem- 
ployment insurance aspect, but nonetheless the real way we would all 
hope to solve unemployment insurance is through the creation of jobs 
and, just as you have said, your people would much prefer to have 
jobs than to be on unemployment insurance, and this other aspect does 
enter into it, so much so i ht state that I have often wondered 
whether possibly some funds through the unemployment insurance 
program might not be devoted to retraining or something of that 
nature. 

Mr. Srettn. I think it is an excellent suggestion. I was speaking 
to the commissioner of labor in New Jersey, and he was thinking in 
terms that something should be done by the State so that these people 
as they are collecting their unemployment compensation would be 
given the opportunity while they have nothing to do of being trained 
so that they can go to another job. More and more of this has to be 
done and that is why you neéd some kind of a Federal program in 
order to promote this kind of suggestion that you are making. 

Mr. Curtis. You may be correct on the last. That is what we are 
trying to examine into, and I am too. Whether we need it or not, I 
don’t know, but I certainly want to listen to this aspect. 

Mr. Coox. The redevelopment bill does provide for a certain 
amount of funds for that type of retraining program. 

Mr. Curtis. Yes. I might say on that, one of the difficulties I 
have found in the Congress is that when we divide ourselves up into 
committees as we do, and we have to, we get one aspect of the problem 
here on the Ways and Means Committee, while another committee is 
getting the other aspect, and I think it is important occasionally for 
us to try to provide a little liaison and recognize that this problem 
we are discussing really is another aspect of the depressed areas 
problem. 

Mr. Coox. The last two pages of my testimony, sir, point out the 
fact that unemployment compensation is not a solution to a problem 
as severe as Roanoke’s, and lists the other measures which are before 
Congress at the present time which we feel are helpful in this 
direction. 

Mr. Curtis. Thank you. 

The Cnarrman,. Are there any further questions ? 

We thank you, gentlemen, again for coming to the committee. 

Our next witness is Mr. Stanton Smith, president of the Tennessee 
State Labor Council, AFL-CIO. 

Mr. Frazter. Mr. Chairman, I would like at this time to introduce 
to members of the committee Mr. Stanton Smith, who was for many 
years a resident of my hometown, Chattanooga, Tenn. He now re- 
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sides at Nashville, Tenn., and is president of the Tennessee State 
Labor Council. I am sure that his statement will be of interest to 
the committee. 


STATEMENT OF STANTON E. SMITH, PRESIDENT, TENNESSEE 
STATE LABOR COUNCIL, AFL-CIO, NASHVILLE, TENN. 


Mr. Smitu. Thank you, Congressman. 

The Cuareman. We are glad to have you with us, Mr. Smith, and 
you are recognized. 

Mr. Surrn. Thank you. 

Mr. Chairman and gentlemen of the committee, I certainly appre. 
ciate the very warm introduction which Congressman Frazier gave 
me. We have been acquainted for many years and it has been a very 
pleasant acquaintance. 

My name is Stanton Smith. I am president of the Tennessee State 
Labor Council, the State branch of the AFL-CIO, representing some 
175,000 organized workers in my State. 

I appear here today because we are both alarmed and disturbed 
at the magnitude of the unemployment situation in our State and the 
inadequacy of the unemployment compensation system to meet the 
needs of the unemployed. 

Three of the four major cities in Tennessee are classified as having 
substantial labor surplus—a polite name for people without jobs. 
These cities are Chattanooga, with average unemployment in 1958 
of 7.8 percent, Knoxville with 9.7 percent, and Memphis with 7.2 per- 
— Only Nashville does not fall in the substantial labor surplus 

ist. 

In addition, we have serious, and, I fear, chronic unemployment in 
the coal fields of east Tennessee and in many rural and semirural 
counties of the State. This, of course, poses an additional problem 
, which will require solutions over and beyond that offered by improve- 
ments in unemployment compensation. 

Furthermore, the rate of exhaustion of unemployment insurance 
payments last year was the highest since the program was established. 
About 48,000 individuals used up the full 22 weeks of compensation 
without finding employment. This is about 7.7 percent of all those 
covered by unemployment insurance and is about 40 percent of all 
beneficiaries. As an aoe of how serious this is, I am informed 
that in one local union of plumbers and pipefitters in upper east Ten- 
nessee, over 300 members of a total membership of 500 are out of work 
and over 200 have exhausted their ufiemployment benefits. 

A factor which has substantially contributed to the severity of the 
unemployment situation in the Knoxville area, and one which argues 
strongly for Federal responsibility, is the decline in construction jobs 
at the Atomic Energy plants at Oak Ridge near Knoxville. The tre- 
mendous demand for construction workers when Oak Ridge was being 
built and expanded brought a large number of construction workers 
to that area... 

Because of the unusually long duration of construction employment, 
these workers became permanent residents of the Knoxville-Oak 
Ridge area. Many of them are now unable to find work. The same 
kind of situation exists in other parts of the State to a lesser degree. 
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One of the strongest arguments for Federal minimum standards 
is that under State control, the entire system has gone downhill and 
has fallen behind the standards that were set up 20 years ago, when the 
program was first enacted. Furthermore, the wide divergence in the 
amount and duration of benefits and the qualifying requirements, 
from State to State, has made a hodgepodge of the system. 

One of the principal factors causing this decline has been the 
pressure by employers for lower tax rates. This has been encouraged 
and stimulated by the experience rating formulas by which the tax 
rate of the individual employer is determined. This has led not only 
to lower benefit levels but increasingly severe disqualification pro- 
visions, 

However, in recent years, a new factor has entered the picture par- 
ticularly in the region I come from; namely, the competition for in- 
dustry. Mistakenly or not, State legislatures, pressure by industry- 
hungry communities, are looking at unemployment taxes as a com- 
petitive factor in securing new industry for their States. 

This process can spread far and wide and could ultimately destro 
the unemployment compensation system by reducing it to an inef- 
fective minimum program, as State competes with State for the 
dubious distinction of having the lowest unemployment taxes. Only 
the Federal Government can assure uniform standards at adequate 
levels, reverse the downward trend, and eliminate this senseless use 
of the unemployment insurance tax as a factor in State competition 
for industry. 

Tennessee now provides a maximum of $32 per week for 22 weeks. 
It has just been increased in this last legislature. 

Would anyone seriously contend that $32 is adequate even to meet 
the barest needs of a family? And what about those who receive 
less? The average weekly benefit amount is only about $22 and 
what about those who exhaust their benefits or were never covered ¢ 
And for the two reasons stated above there is no real chance that these 
inadequacies will be corrected by the States themselves. 

We have been fortunate in Tennessee in one respect. That is, we 
have so far avoided some of the more severe disqualification provisions 
that have been written into the laws of some other States. However, 
the pressures grow greater at each session of the legislature and it 
it not certain how long they can be withstood. 

This is an area of legislative action in which the Con most 
certainly can help to preserve the intent and purposes of the law; to 
ive the unemployed worker a means of subsistence until a new job 
is found, and to cushion the effects on our economy of large-scale 

May I conclude by saying that it is false economy to skimp on 
unemployment compensation. When a worker exhausts his com- 
pensation without finding work, he often becomes a statistic on the 
welfare rolls. Surely, we have not so soon forgotten the lessons of 
the great depression of the 1930’s that we must repeat that experience 
before we will act to buttress the stabilizers which were built into 
our economy as a consequence of that depression. 

We must make certain these stabilizers perform the functions for 
which they were designed. No better start could be made in my opin- 
ion than by passing H.R. 3547. 
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Thank you very much for the opportunity to appear here and 
to express our concern with this very important problem. 

The Cuamman. Mr. Smith, we thank bo sir, for _ very fine 
statement in ee of your views on H.R. 3547. e appreciate 
your coming to the committee. 

Are there any questions? 

Mr. Baker will inquire, Mr. Smith. 

Mr. Baker. Mr. Chairman, I would like to add to the statement of 
my colleague, Mr. Frazier, concerning Stanton Smith. To my mind 
he is one of the outstanding leaders in the labor movement and I have 
always found him fair and honorable. Of course, you do not say that 
this bill would solve our depressed areas situation. I know you don’t 
mean that. 

Mr. Smriru. No; that is correct. 

Mr. Baker. It would be helpful, as I gather the effect of your testi- 
mony. There are areas in Tennessee that are highly chronic, espe- 
cially east Tennessee. 

Mr. Smiru. That is right. 

Mr. Baxer. And there are other measures pending that you do sup- 
port, I assume. 

Mr. Smrru. Yes, Congressman. We support the area redevelop- 
ment bill. 

Mr. Baker. Just to go into the legislative history in Tennessee, it is 
now 22 weeks, I believe, maximum at $34 a week. 

Mr. Sorrn. $32. It went from $30 to $32. 

Mr. Baxer. There has been no change in that for quite a number of 
years, has there? 

Mr. Smiru. There have been small changes made over the period of 
last 10 years, $2 at a time, so that there has been some increase, but 
in terms of the standard that has been set up to 50 percent of the work- 
ers own average weekly wage, with a maximum of two-thirds of the 
State’s average, the $32 does not approach the two-thirds figure, and 
if the formula were carried on to its logical conclusion we would have 
a maximum of $47 instead of $32. ; 

Mr. Baxer. My recollection is that there has been substantially more 
stabilization or improvement under the workmen’s compensation laws 
than there has under unemployment compensation. Is that true? 

Mr. Smrru. Not in the case of Tennessee. The workmen’s compen- 
sation law in Tennessee presents a real problem to us. I would not say 
that we have made more progress there than in unemployment com- 
pensation, but in neither case is the progress adequate to meet the 
general increase in the price level and the wage levels that have oc- 
curred in the last 20 years. 

Mr. Baker. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions of Mr. Smith? 

If not, Mr. Smith, we thank you again, sir, for coming to the com- 
mittee. 

Mr. Smrrn. Thank you very much. 

The CHairman. Our next witness is Mr. Glen Ireland. 

Please come forward to the witness table and identify yourself for 
the record by giving us your name, address, and capacity in which you 
appear. 


STA 
M 
erat 
Bell 
A 
in 
rt 
Kin 
M 
Mr. 
ou 
The 
H 
pris 
serv 
We 
that 
M 
T 
Kin 
M 
T 
M 
have 
mill 
of t] 
Ir 
ters 
men 
Ope 
in N 
emp 
Co. 
ave 
$3 b 
M 
8547 
mitt 
min. 
iner 
T 
iner 
com 
$40 
aver 
F 
now 
thei 
depe 


UNEMPLOYMENT COMPENSATION 683 


STATEMENT OF GLEN IRELAND, VICE PRESIDENT OF OPERATIONS 
OF THE PACIFIC TELEPHONE & TELEGRAPH CO. 


Mr. IreLanp. My name is Glen Ireland. I am vice president of op- 
erations of the Pacific Telephone & Telegraph Co., and its subsidiary, 
Bell of Nevada. 

As such, I am responsible for all operations of this Bell System Co. 
in the States of California, Oregon, Washington, and Nevada, and a 
portion of Idaho. 

The CHatrman. Mr. Ireland, the Chair wants to recognize Mr. 
King. Will you please suspend ? 

Mr. Krnc. Mr. Chairman, I merely wanted to state on behalf of 
Mr. Ireland that he is a distinguished citizen in our State, and, as 
you know, and I believe many of the committee know, the branch of 
the Bell System it deals in our State is the largest of the Bell System. 

He has been vice president in more capacities in this great enter- 
prise than perhaps any other man, and was loaned to Government 
service during the war, and I just felt the committee should know that. 
We don’t have many witnesses who come from California and those 
that do come I am pleased to state are most representative. 

Mr. Ireland is one of them. 

The Cuarrman. Mr. Ireland, we appreciate having you, and, Mr. 
King, we appreciate your remarks in regard to Mr. Ireland. 

Mr. IreLann. Thank you, sir. 

The CHarrman. You are recognized, sir. 

Mr. IrELANb. My company serves nearly 5 million customers. We 
have some 83,000 employees with an annual payroll of about $440 
million. Prior to November 1957, I was vice president of personnel 
of that company for 6 years. 

In these capacities, I have become familiar with employment mat- 
ters on the west coast, including the important matter of unemploy- 
ment insurance. Prior to 1947, I was a member of the Department of 
Operation and Engineering of American Telephone & Telegraph Co. 
in New York. In that capacity, I was generally familiar with many 
employment matters throughout the Bell System. 

oday I am here representing the Pacific Telephone & Telegraph 
Co. and the other Bell System telephone companies. These com- 
aay give telephone service to over 38 million customers. They 
ave in total some 590,000 employees with an annual payroll of nearly 
$3 billion. 

My purpose in appearing is to comment on several features of H.R. 
3547 and a number of other identical bills pending before this com- 
mittee. As others have brought out, this bill, through the device of 
minimum benefit standards would force the individual States to 
increase greatly the amount and duration of benefits. 

The proposed minimum Federal standards would force a large 
increase in the amount and cost of weekly benefits. The maximum 
compensation in California, for example, would be increased from 
$40 to $69 weekly by the requirement that it equal two-thirds of the 
average weekly wage in the State. 

Further heavy costs would result from the requirement. that those 
now qualifying for the maximum should receive at least one-half of 
their average weekly wage (exclusive of compensation payable to 
dependents). 

39678—59-—-45 
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The maximum duration of benefits presently ranging, I believe, 
from 16 to 30 weeks (26 weeks or more in most States), and this has 
been changing, would be increased to at least 39 weeks in all States, 
This duration would be applicable to all who could qualify for bene- 
fits, even those who attach themselves to the labor market for brief 
periods. For example, an occasional worker in California earning a 
total of $600 in the preceding base year (with $450 in his highest 
quarter) now draws $20 per week for 15 weeks. 

Under the proposed law, he would be eligible for not less than 39 
weeks of benefits. 

Turning to the financing provisions of this bill, a system of Federal 
grants is proposed to finance three-fourths of the benefit costs in 
excess of 2 percent of a State taxable payroll. To qualify for these 
grants, the individual State’s reserve fund must be less than the 
compensation paid from such fund during the preceding 6 months. 
Also the minimum rate of any employer’s contribution to be paid into 
the State fund in any of 5 immediately preceding years must have 
been at least 1.2 percent of his taxable payroll if in such year the 
State reserve fund was less than 6 percent of taxable payroll (or 
the compensation paid out from the fund in the preceding 2 years, 
whichever is greater), in order to be entitled to a Federal grant in 
any calendar quarter. 

n another provision representing an important change from present 
law, the individual employer may receive. an additional tax credit 
against his 3 percent Federal tax if contributions of all employers 
to the State fund are at a uniform rate imposed by the State law. 

Under present law additional credits are made available to em- 
ployers only under varying rates, depending upon their individual 
experience rating. 

Although it has been asserted by some proponents of this bill that 
the experience rating system could still be maintained if the States 
so desired, the practical effect of its several provisions would be such 
as to seriously cripple if not destroy the system. 

I should like to explain. 

Some six or seven States are now—by now I mean if this bill should 
become law—are in a position to qualify for these proposed Federal 
grants. Since the grants would be for three-quarters of the benefit 
costs in excess of 2 percent of taxable payroll, the unemployment costs 
would be reduced to these States. 

They would have little or no incentive to improve this reserve 
situation either by careful administration of costs or by increasing 
taxes. But they would, of course, make sure that they had in effect 
a minimum rate of employer contribution of at least 1.2 percent so 
as to qualify for Federal money. 

With the Federal Government picking up three-quarters of the 
tab, it would be very difficult for these States to resist continuing 
pressures—and I think you gentlemen know about these pressures 
better than -I do—to liberalize benefits still further. And _ three- 
quarters of any further increases in cost would likewise be paid for 
by the Federal Government. ; 

A number of other States are in borderline situations where, with 
higher benefits and benefits costs brought about by this bill and marked 
reduction of reserves, they likewise could soon qualify for Federal 
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685 
money. With more and more States receiving grants, the drain on 
the Federal Treasury could run into hundreds of millions or even 
billions of dollars a year in years of high unemployment. 

Under such circumstances it would not be long before the Federal 
Government, to minimize the drain on its Treasury, would either 
raise its portion of the unemployment tax about 0.3 percent, or set 
the minimum employer contributions about 1.2 percent or, in all 
likelihood, do both. ; 

The entire force of events would be in the direction of very high 
and nearly uniform tax rates for all employers. To all intents and 
purposes, the experience rating system as we know it today would 
no longer exist. 

Experience rating systems have been in effect in our Pacific States, 
and I believe in fact in all States, for many years. 

Usually several tax schedules involving different levels of rates 
are provided. The lower schedules which go into effect when the 
State reserve is in a favorable position permit rates as low as 0.1 
or 0.2 percent for employers having a good > ori rating and 
high reserves, and even no tax at all in several States when all con- 
ditions are favorable. 

Experience rating has several important advantages. In the first 
place, it has provided an incentive for employers to stabilize their em- 
ployment so as to take advantage of ensuing lower rates. This, with 
careful planning, is possible to do in our business and in many other 
industries, particularly in the realm of technological pets 

For example, if new inventions and machines are coming along there 
is usually time to plan for minimizing possible unemployment. mic our 
business for many years we have been converting from manual to dial 
operation thereby reducing the immediate need for telephone oper- 


t ators at some locations. 
s It is possible to minimize the resulting displacement by careful man- $ 
h agement of the force in the preparatory 2- or 3-year period. Overtime > 
is utilized. Former employees are canvassed to see if they will return 
for brief periods. Finally alternative assignments in other depart- 
1 ments or localities are offered. 
1 As a result of all this, very few regular employees, if any, are laid 
it off at the time that the dial is introduced. , I personally have antici- 
s ated such procedures in my company and know they work. Other 
ell System companies have done the same thing. 
e Another advantage of the experience rating system is the way in 
g which it has provided a practical method of controlling abuses. 
ot The practice in California, and in many other States, is to forward 
0 a copy of the application form for benefits to the former employer. 
This provides the employer with an opportunity to protest if he be- 
1e lieves the claim is unwarranted. Although most applications for un- 
g employment insurance are proper, there are always some who attempt 
aS to obtain benefits through misunderstanding or unfairly. In in- 
e- stances where the rele hel objects and states his reasons why, the 
yr State department of employment is then able to make a more informed 
decision as to the propriety of the claim. The rights of the applicant 
h are protected because if the individual disagrees with the department’s 
d decision he is entitled to a hearing before a referee and later on, if 
al necessary, before an appeals bonrd, 
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If the experience rating system is done away with, there will be 
little or no incentive for employers to go through the work and cost 
. providing the department of employment with full information on 

aims. 

In my opinion, doing away with experience rating will, through the 
loss of these two advantages, increase the costs of the unemployment- 
insurance program to a very considerable degree. 

Incidentally, in all this process we seem to be losing sight of one 
of the original great objectives of the system, which was the preven- 
tion of unemployment and stabilization thereof. This was emplia- 
sized in the report of the Committee on Economic Security, House 
Document No. 81, 74th Congress, 1st session, 18-19 (1935), in Presi- 
dent Roosevelt’s message transmitting report on economic security 
(H. Doc..No. 81, 74th Cong., 1st sess.), and in Senator La Follette’s 
statement printed in the Congressional Record (vol. 79, pt. 9, pp. 9359- 
9361, June 15, 1935). 

The advantage of an experience rating system was brought out in 
these reports and statements. For the committee’s convenience, I am 
attaching the first few paragraphs of Senator La Follette’s statement. 
Incidentally, I have read the complete statement and there is nothing 
it it that would go against the first few paragraphs. 

To show how the experience rating works in my company, I have 
prepared an exhibit (exhibit A), which summarizes the result of the 
company’s experience with the unemployment insurance system as 
administered in California over the past 15 years. 

In reviewing this exhibit, you will note that the amounts that the 
Pacific Co. has paid into the pool fund in California have far ex- 
ceeded the benefits paid on account of Pacific Co. ex-employees. 

In this period the contributions were $21.3 million, the charges 
$4.9 million, or a net excess of contributions of some $16.4 million. 
(If pro rata allowance is made for benefit payments on account of 
voluntary quits, separations for misconduct and benefits in excess of 
18 weeks, and after prorate of miscellaneous revenue credits, none of 
which are charged to the individual eniployer’s account, this figure 
becomes $13 million.) 

Our average rate of contribution over the period was 0.92 percent 
of taxable payroll. If our percentage rate had been set so as to 
exactly take care of benefit costs attributable to us, our rate over the 
15-year period would have averaged much lower (0.37 percent as 
compared to 0.92 percent). 

As I said before, much of this favorable experience and low bene- 
fit costs for Pacific Telephone did not just happen but were the re- 
sult of careful planning to reduce technological unemployment and 
the improper claims for benefits. I think it is fair to say we would 
not have spent some of the money that we did for these purposes had 
we not ap eg that the experience rating system matt continue. 

If this bill becomes law, the advantages accruing to Pacific and 
the other Bell System telephone companies through careful building 
up of a favorable reserve over this period would be wiped out within 
a few years and we estimate that our unemployment taxes will be 
more than doubled. 

Most other Bell System telephone companies—in fact all of them— 
would be in a similar position. I submit that. this is not equitable 
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either for the companies or the millions of users of telephone service 
who must ultimately foot the bill. ; 

In summary I believe the proposed bill would have far-reachin 
effects on our whole unemployment insurance system, some of whi 
at least I cannot fully foresee or understand. It would greatly 
weaken if not destroy the experience rating system with its present 
attendant advantages. 

Incentive of employers to stabilize employment would be under- 
mined. It would raise benefit levels and costs in amounts difficult to 
judge but in any event the increase would be very t. Incidentally, 

have just received an estimate over the weekend here in Washington 
of what it would mean in California through informal statements 
made by the State department in California. The total employment 
benefits in California according to their estimate would be increased 
about 55 percent. I believe those figures are being made available to 
the Labor Department here, if your honorable committee would wish 
to check them. 

It would encourage more spending on the part of the States. Ef- 
forts to keep the State reserves on a sound basis are liable to be re- 

laced by trends toward lowered and unsound reserve situations. The 
Seineaill for Federal grants could run to hundreds of millions if not 
billions annually. Also one of the original purposes, to encourage 
steady employment, may be hindered rather than helped. 

The effects of this bill on business generally and on the economy asa 
whole have been very diflicult for us to evaluate with any degree of 
precision. As far as we know, through objective study of pertinent 
material that probably could be developed from the files of the State 
unemployment administrators has not. been made. 

We believe that such a study would demonstrate that the approach 
taken by this bill is unwise. In view of this and the fact that the bill 
would represent an irreversible action, the Bell System companies 
strongly recommended that no affirmative action be taken on this bill. 

The Cuatrman. Mr. Ireland, without objection the material ap- 
pended to your statement will be included at this point in the record. 
(The material referred to follows :) 


ExcerPt FroM STATEMENT BY SENATOR LA FOLLETTE OF WISCONSIN PRINTED IN 
THE CONGRESSIONAL REcoRD, VOLUME 79, Part 9, Paces 9359-61, June 15, 1935 


“The case for permitting States to adopt the separate reserve account type of 
unemployment compensation law and for giving credit to employers who have 
regularized employment. 


“Why the finance committee amendment on additional credits to employers 
who have regularized their employment should be adopted. 

“(1) Prevention of unemployment is very much more important than com- 
pensation for unemployment. Unemployment compensation can give unem- 
ployed workers only a partial wage and for a limited period. None of the un- 
employment compensation laws enacted to date gives compensation of more than 
50 percent of the prior wages, and in all of them the duration of payments is 
strictly limited. Unemployment compensation is distinctly better than nothing, 
but so long as at least half-time work is provided the employees are better off 
if they are retained in employiment than’if they are laid off. (Most employees 
actually prefer earning less money and being kept on the payroll than being 
ren therefrom and drawing slightly more compensation for a limited 
period.) 

“(2) Under the finance committee amendment, unemployment compensation 
will tend to stimulate the regularization of employment, without which the re 
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verse effect may result. While employers must pay the same rate of contribu. 
tions, whether they have much or little unemployment, there is no incentive at 
all to reduce unemployment. When orders slacken, the natural thing for them 
to do is to discharge employees who are no longer needed. Where employers can 
save money, on the other hand, through regularizing their employment, they may 
be expected to do everything that they can do to reduce their costs. When 
orders slacken, instead of discharging some employees, they will have a strong 
incentive to reduce hours of labor and to spread their work among all of their 
employees so that they do not have to pay compensation from their own accounts 
to some of these employees. Likewise, they will try to eliminate seasonal and 
other irregularities as best they can. The extent to which they can do so will 
vary with different industries, but under the stimulus of the possibility of re 
ducing rates of contribution, it is to be expected that employers will do very 
much more toward regularizing employment than they have done heretofore. 

“(3) These provisions carry out the oft-expressed wish of the President that 
unemployment compensation should promote the regularization of employment, 
Upon this point the President stated in his message of January 17, 1935, which 
dealt exclusively with the subject of social security: ‘An unemployment com- 
pensation system should be constructed in such a way as to afford every prac- 
tieable aid and incentive toward the larger purpose of employment stabilization. 
This can be helped by the intelligent planning of both public and private em- 
ployment. * * * Moreover, in order to encourage the stabilization of private 
employment, Federal legislation should not foreclose the States from establish- 
ing means for inducing industries to afford an even greater stabilization of 
employment.’ 

“The same thought was reiterated by the President in his fireside address on 
May 5. The views of the President on this subject are in accord with sound 
public policy and accurately reflect the sentiment of the country.” 

* * * * * s 


Tue Paciric TELEPHONE & TELEGRAPH Co. 


Exuisit A.—Summary of unemployment insurance reserve account and contribu- 
tion rates for unemployment insurance for State of California 


{In thousands] 


State schedule and | Percent contri- 
rate applicable for bution rate 
Company|Insurance} Net bal- | Average year (percent) 3 if company 
Calendar year} contri- | charges | anceof |company contributions 
for which rate | bution | tocom- |company/| taxable equaled 
is applicable (State pany! | reserve ! | payroll ? charges against 
only) ! ; Interme- its reserve 
(fiscal year 
ending June 30) 


0. 


! Data for preceding year ending June 30. 

2 Average yearly payroll over a preceding 3-year period, 

3 14-year average, 0.92 percent; 15-year average, 0.95 percent (estimated), not available. 

4 This figure becomes 0.37 percent after giving effect to voluntary quits, separations for misconduct, and 
benefits in excess of 18 weeks, and after prorate of miscellaneous revenue credits, none of which are charged 
or credited to the individual employer’s account. 
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The Cuarrman. Are there any questions of Mr. Ireland ? 

Mr. Curtis will inquire. 

Mr. Curtis. Mr. Ireland, I appreciate your statement very much. 
I wish that my colleagues who proposed these bills were present 
because there has been some discussion back and forth as to whether 
or not the bills as written would from a practical standpoint destro 
the experience rating system. I have been one of those who have felt 
that it would and I think your explanation of why you think it would 
deserves a lot of thought. 

I wish they had an opportunity to examine you on that, because I 
think it is important. I would say this, though: When Mr. Meany 
testified and others in labor they expressed a disapproval of the whole 
system and although Mr. Meany did not actually say so, I think he 
almost said under my examination, and at least his statement said 
that he would like to see the experience system eliminated. An 
therefore I suspect that although he maintains that the bills as written 
would not eliminate the experience rating system, I think knowing 
that he would like to see them eliminated should put us on our guard. 
I was happy too, I want to state, to see that you gave such a 
splendid statement as to how the experience rating system provides 
an incentive for employers to stabilize their employment, because just 
through testimony heard before you took the stand from the CIO- 
AFL leaders, for whom I have a high regard and these other leaders 
who object to experience rating, they never have referred to the fact 
and like to disregard this element that you point out, that it does 
encourage pe ub to stabilize their employment, which was one of 
the original objectives of the unemployment insurance program. 

I have made this statement, and I think it is what this committee 
probably is going to have to dig into if it really wants to determine 
what to do in this area to find out just how much the experience ratings 
throughout the States have been lowered as a result of industry 
actually stabilizing their employment and what might have been the 
reduction of those rates because of abuses, such as some of the labor 
leaders have suggested exist, in putting incentive on industry to keep 
them low. 

The second point that I want to thank you for bringing out clearly 
is the practical method controlling abuses or policing the system. 
Mr. Meany pointed that out as one of the bad things about it. I 
pointed it out, and I know you have done it much better because you 
are doing so on the basis of some actual experience, as one of the 
practical methods of controlling the abuses. 

I wish if the labor leaders are sincere in their presentation they 
would come forward with a documentation of where they think there 
are abuses and where an employee who is claiming unemployment 
insurance isn’t getting a fair shake under the system by which he 
can present his claim. 

I notice in here you point out there is a right of appeal. Who pays 
the expenses of the litigation in the event that the employee carries 
itonup? Isthat done by the State? 

Mr. TRELAND. It is borne by the State; yes, sir. 

Mr. Curtis. Does he have access to counsel ? 


Mr. Iretanp. He has access to counsel or his union can protect him. 
Mr. Curtis. That is what I thought was the procedure in most 
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States. It may be there are some abuses in some States in that regard, 
but if there is 1 wish that some evidence would be presented to this 
committee, because up to date it has just been general statements. 

Mr. TRELAND. Sir, as far as California is concerned, I am personally 
familiar with the operation in that State. First, I want to say that 
my company would be the last to want to deny any ex-employee the 
right to unemployment insurance if he is entitled to it, because he 
has “ne displaced through no fault of his own and is properly seek- 
ing work. 

owever, even a completely disinterested witness such as Father 
Becker this morning referred to the fact indirectly that there has to 
be some control of abuses. 

Mr. Curtis. I don’t know any other way to effect your suggestion of 
eliminating this. There wouldn’t be the incentive on anyone’s part 
that I know of to try to keep down abuses. That is what disturbs me. 

Mr. Iretanp. It 1s sort of a self-regulating system which really 
saves the State system quite a lot of money. 

Mr. Curtis. f think so, too. I would appreciate if Mr. Meany and 


other labor leaders, if they really want us to take that charge seri- 
ously, that there are abuses, coming in and documenting it, because up 
to date there have just been general statements and i 
rather striking language. 

Maybe they can document these abuses, but until they do I don’t 
see how they can expect this committee or the people to believe their 


might say in 


story. 

Mr. IreLanp. Of course there is always the one case in the thou- 
sands and that is wrong, but you can take my personal testimony and 
believe that in the State of California and our Western States the 
system is administered very fairly and, if anything, the department 
of employment leans over on the side of the individual, which I think 
they should. 

. Mr. Corns. That was my impression and I don’t know of course, 

but this is a forum that is open and that is one of the things I think 
we have to find out. If there have been abuses I would suspect that 
some one would come forward and point to the abuses and not just 
make general broad statements that they occur. 

Mr. Foranp (presiding). Any further questions? 

Mr. King will inquire. 

Mr. Kine. Mr. Ireland, I was interested in your statement with 
respect to the experience rating. Is it your opinion that the bill be- 
fore the committee abolishes or eliminates that practice. 

Mr. Irexann. Not in legislative language, as such, but I believe that 
the several provisions of the bill taken together would effectively 
cripple if not destroy it. Yes, sir. 

Mr. Kina. I am interested in that. In fact, I was most interested 
in your statement and I am not an expert in this field. Would you 
elaborate just a bit, because I think that that is a very important point, 
on what your apprehensions are with respect to the present bills being 
considered with respect to its eliminating or reducing the effectiveness 
oi this rating system ? 

Mr. Ire.anp. I will try to do that, Congressman. : 

In the first place, as I pointed out in my testimony there are six 
or seven States now in a position to or very close to the qualifications 
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for proposed Federal grants and some others are not far behind 
them. Allowing for the higher level benefit which, in our State, 
is going to be 55 percent, that in itself means benefit costs are going 
to go way up. That is going to force a level in the tax rate if things 
are going to stay solvent. 

In any event, in order to qualify grants, I think it would be a poor 
State that would not want to protect its interest to get a Federal grant 
if it could get one to raise its minimum rate to 1.2 percent. That 
sounds like a small percentage but actually through careful build- 
ing up of our reserves in Caliiornia for over 15 years when we are on 
the low schedule we qualify for two- or three-tenths percent as this 
table that I have here shows and every one-tenth above that costs us 
in California a couple of hundred thousand dollars a year. 

There is $2 million gone out of our experience rating system. 

Just the minimum 1.2 makes a very real difference to stable 
employers. 

Then above that, I believe that the desire to qualify for more and 
more benefits for which Uncle Sam would pay three-quarters of 1 
percent would be a great temptation to liberalize benefits more and 
more even above these minimum Federal standards so that it would 
not be long before the minimum contribution would be up either by 
State or Federal enactment to 2 or 21% or 2.7 percent. At that point 
your incentive system is gone. 

Mr. Kine. Then, as I understand you, Mr. Ireland, your appre- 
hensions come from the nature of this bill. It does not specificall 
interfere with this experience rating any but the fact that the Fed- 
eral Government will contribute and there will be a liberal savings 
of the plan will tend to eiiminate the experience rating system just by 
the nature of the support of the program. 

Mr. IRELAND. Yes, sir. 

Mr. Kine. Thank you. 

Mr. Mason. Mr. Chairman. 

Mr. Foranp. Mr. Mason will inqure. 

Mr. Mason. Along that same line, Mr. Ireland, the standards set 
up in this bill would definitely raise the amount to 1.2 percent regard- 
less of how low it is now ? 

Mr. IRELAND. Yes, sir. 

Mr. Mason. That would take away some of the incentive. 

Mr. IRELAND. Quite a lot of it. 

Mr. Mason. Then, in addition to that, when the States know that 
the Federal Government is going to come in with the major part, 
they are going to liberalize their benefits which will qualify them for 
coming in on this Federal amount and that, too, would tend to whittle 
away or destroy their standard of tax rates; would it not? 

r. IRELAND. Yes, sir. 

Mr. Mason. Those are the two points that I see that would 
actually be accomplished automatically by the adoption of these 
standards and this other provision which says that the Federal Gov- 
ommnent shall step in when the State has gone so far and take care 
of it. 

Mr. Kina. Mr. Ireland, there are many days when we could not 
get along without Mr. Mason and I dread the day coming when he 
1s not here. 
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Mr. Mason. It will have to come someday because he is getting 
pretty close to the retirement age. 

Mr. Kine. I understand van tant one beyond that. 

Mr. IreLanp. I might add, Mr. Mason, that on the second point 
there was some reference this morning to competition between the 
States. I am not at all sure, considering politics, and you gentlemen are 
experts in that field and I am not, that there might not be competition 
between the States in the other direction, to give higher bereits and 
cash in on the grants. 

Mr. Kriya. Mr. Ireland and Mr. Chairman, please, in Mr. Mason’s 
quite clear narration here, he did not mention the experience ratings 
once. He mentioned taxes. 

Mr. Mason, would you mind getting on the record and explaining 
the connection between the two! 

As our former beloved chairman used to say, this is just for infor- 
mation and I mean just that, Mr. Mason. I have been precluded from 
hearing the testimony up until today on this subject and-I am frank 
to admit that I am a little bit fuzzy on a few of the phases. 

Mr. Mason. Well, the experience rating under this unemployment 
business that I, as a company, want to attain is the lowest tax rate that 
Ican and, by getting the lowest tax rate, I have to keep my employment 
stabilized so that I will have little or no unemployment during the 
nek That is the incentive I have in order to gain this low tax rate. 

f Ido not have it, my tax rate can be up 1, 2, up to 3 percent practical- 

ly, and so the tax rate and the experience rating are tied together and 
you cannot separate them at all. 

Mr. Kina. I understand Mr. Ireland to state that his company has 
paid far beyond what he feels they should in spite of the fact that their 
unemployment has been at a minimum. Am I correct? 

Mr. Mason. You did not understand him correctly. He said that 
,his company had paid in $16 million or $18 million, and I have for- 
gotten the figures, and the unemployment benefits paid out of that 
part was only $4 million or $5 million, so that they have a reserve 
up here for unusual rainy days, what we heard about this morning, 
and he was not even grumbling about that reserve being so high because 
that is a guarantee that, so far as your company is concerned, you are 
expecting to take care of the future needs when we have these unusual 
conditions. 

Mr. Irevanp. Yes, Mr. Mason. 

Mr. Mason. You did not grumble at all about that. 

Mr. Irevanp. I did not grumble. 

Mr. Kina. Mr. Mason is usually right. Is he right this time? 

Mr. Iretanp. Yes, sir. We realize we are part of a statewide sys- 
tem but, while we do not grumble, at least we say, “We have done this 
much. Why make us do more ?” 

Mr. Curtis. Will the gentleman yield ? 

Mr. Kine. Yes. 

Mr. Curtis. He said the actual experience rating was 0.37. The 
amount they actually had to pay was the 0.92, but the 0.92 is consider- 
ably below what it would be if they had not had the good stable em- 
ployment; am I correct ? 

Mr. Iretanv. That is correct, Mr. Curtis, and you will notice on that 
table that, in the later years as the reserve built up, our rate has been 
considerably lower than the 15-year average. 
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Mr. Foranp. Are there any further questons? Mr. Alger. 

Mr. Axcer. If I understood what you said, on pages 2 and 3, you 
made these two points: that under this bill to qualify for Federal 
grants, the employer has to have, 5 years immediately preceding the 
grant, a 1.2 contribution from the employers’ average of the State; is 
that correct ? : 

Mr. Iretanp. I might say that we had a little trouble with exactly 
interpreting the provision of the 5 years in relation to the 1.2 percent. 

Mr. Aucer. I am referring to the bottom of page 2 of your state- 
ment. 

Mr. Ireianp. I am familiar with it. We say that in any 5 immedi- 
ately preceding years, it has to be 1.2 percent if in such year the reserve 
fund is less than 6 percent. 

Mr. Auerr. Then your second point was this matter of an additional 
tax credit if all of the employers pay a uniform rate within the State. 
Obviously, this is the destruction of the experience rating, the whole 
basic idea. 

I want to read to you what Mr. Meany said to show you how be- 
wildered we can be here when we get into this conflict. I am not ques- 
tioning Mr. Meany’s integrity or sincerity, but I am questioning his 
understanding of the experience rating as I question my own and that 
of my colleague from Michigan. 

** * encouragement was given to those whose sole objective was to drive down 
their tax rate at whatever cost in terms of the basic objectives of the program. 


The result of this effort has been to drive the average tax rate from 2.7 percent 
of the taxable payroll in 1988 to 0.9 percent of present-day payrolls. 


Then later: 


The proposed bill will not eliminate employer experience rating and we do 
not want at this time to fight the old battles that surround this subject. 


Get this: 


While some States have developed experience rating plans that do not goad 
employers into contesting every employee claim, the “employer fault” idea in 
experience rating is still as false as the day it was born, but we do not wish to 
dwell on this point as it is not relevant to the proposals now before this com- 
mittee. We are more interested in seeing that the States have the latitude that 
they need to develop sound financing methods; the proposed bill does not elim- 
inate experience rating ; it simply does not make it compulsory. 


fa I in my bewilderment questioned Mr. Meany last Friday, I 
said: 


Did you say, Mr. Meany, in your statement that you did not think it was rele- 
vant? I maintain this was one of the most relevant things in the act. 

You say on the bottom of page 6, “It is not relevant to the proposals now 
before this committee. 


Then I went on to point out that it was my understanding that this 
would— 
preserve incentive for stable employment, and this will make less unemployment, 
which is certainly desirable. 

Mr. Meany. We Said it was not relevant because the bill does not wipe it out, 
and you disagree with that. y 

Now, see the clear-cut difference of viewpoint ? 

Somebody is right in this as a matter of fact and I just wish that 
Mr. Meany could further explain it to us even as I hope the gentle- 
man from Michigan, Mr. Machrowicz, can. 
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I was rather impressed and I hope the committee sees these attach- 
ments that you put in your statement because in the back you quote 
both Senator La Follette and President Roosevelt; is that correct? 

Mr. Iretanp. Yes, sir. 

Mr. Axeer. If I understand, here is what you said that Senator 
La Follette said about this matter of regularizing their employment 
by employers some years ago and, if this does not explain it, nothing 
does. I wish Mr. Meany could have this. 

He said, 


Where employers can save money, on the other hand, through regularizing 
their employment, they may be expected to do everything that they can do to 
reduce their costs. When orders slacken, instead of discharging some em- 
ployees, they will have a strong incentive to reduce hours of labor and to spread 
their work among all of their employees so that they do not have to pay com- 
pensation from their own accounts to some of these employees. Likewise, they 
will try to eliminate seasonal and other irregularities as best they can. The 
extent to which they can do so will vary with different industries, but under the 
stimulus of the possibility of reducing rate of contribution, it is to be expected 
that employers will do very much more toward regularizing employment than 
they have done heretofore. 


That, I think, says it. If that does not, let us see what President 
Roosevelt said in 1935. 

Moreover, in order to encourage the stabilization of private employment, Fed- 
eral legislation should not foreclose the States from establishing means for in- 
ducing industries to afford an even greater stabilization of employment. 

Now, the expression here of Senator La Follette and of President 
Roosevelt is directly contrary to the interpretation Mr. Meany has, 
is it not? 

Mr. Iretanp. Yes, sir. 

Mr. Auger. In other words, the interpretation of the bill that we 
are getting that it will not eliminate experience rating is false, is it 
not, as you understand it? 

Mr. Irevanp. Yes, sir. The statement is made in terms of the fact 
that there is nothing in the direct language of the bill that would 
eliminate employment stabilization. at is correct. But as far 
as the sum total of the practical effects of the several provisions, in 
my opinion it would cripple if not destroy it. 

. Aucer. I cannot understand, myself, anything but the view- 
point you express, as I read and study the bill. 

Let meask. On page 8, you said: 

As far as we know, thorough objective study of pertinent material that prob- 


ably could be developed from the files of the State unemployment administra- 
tors has not been made. 


What informantion is this and should this committee have it? Can 
we get it ? 
r. IreLAND. Well, first, over the years the individual State em- 
peannees departments have accumulated a wealth of material and 
ather Becker, this morning, referred to it. 
We believe that if an objective study—and I should think it would 
fall somewhere in the realm of a high-level Department of Labor 
statistician or some high-grade committee—were to really make 
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studies in several areas, one would be the one you referred to this 
morning, Mr. Congressman : ' 


Who are the unemployed, how many of them are secondary earners as compared 
to primary, how many really should be on the rolls? 


That would be an area of great interest which we believe would 
be helpful. 

Mr. Auesr. Where is this information? Is it in all of the States? 

Mr. IreLanp. Father Becker is in the room and probably knows 
more about this than I do.., I do know that back in the basic Depart- 
ment employment files, in the individual States, it is pretty much 
there and most of the States, at least the larger States, have fairly 
high-grade statistical forces. I do not know how much of it is here 


in the Department of Labor in Washington. 1 am convinced that it 
is available and could be gotten. 


Mr. Curtis. Would the gentleman yield ? 

Mr. Yes. 

Mr. Curtis. I wonder, with the agreement of the gentleman from 
Texas, whether we might request the chairman to direct a communica- 
tion on behalf of this committee to the Department of Labor to 
answer this question as to what statistics they do have, what might 
exist in the States and what they might get to this committee. 

Mr. Foranp. The Chairman is absent. You will have to propound 
that question to him when he is here. 

Mr. Curtis. T will make the request on the record and I will talk to 
the chairman. Thank you. 

Mr. Averr. In your statement: 

We believe that such a study would demonstrate that the approach taken by 

this bill is unwise— 
Iam taking your statement at face value. If the statement that you 
make there that the approach of this bill is unwise is based on these 
facts in the State Labor departments and possibly the Federal Labor 
Department and we, in this committee, are taking action without the 
benefit of this information, we cannot say that you did not forewarn 
us. You have told us that this bill is unwise in your judgment, and 
if your judgment is correct, we might be making a grave mistake on 
this committee, no matter how deep our interest in helping the un- 
employed, if we go ahead building a bill without having this infor- 
mation that you claim will make all the difference because it will 
show this bill to be unwise. 

Is there anything wrong in this analysis ? 

Mr. Irenanp. No, sir. I am in complete agreement with it. 

I think there are several areas on which a study would yield very 
much information such as something that would lead to the con- 
clusion of whether Father Becker’s suggestion is sound or whether 
there should be a variable duration or whether after 26 weeks you 
should have a supplementary yore or whether you should investigate 
at that time going to general assistance plus a means test, because, 
after all, there is some limit to which the individual is entitled to 
support from the insurance system. 


|S or 


) 

l 
j 
i- 
n 
d 
d 
r 


696 


Mr. Aucer. Thank you, Mr. Ireland. 
Thank you, Mr. Chairman. 

Mr. Foranp. If there are no further questions, we thank you, Mr, 
Ireland, for coming to the committee and for the information given us, 
(The following statement was filed with the committee :) 
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STATEMENT BY Ropert A. Hornpy, SECOND VICE PRESIDENT AND CHAIRMAN oF 
THE STATEWIDE INDUSTRIAL INSURANCE COMMITTEE OF THE CALIFORNIA Stats 
CHAMBER OF COMMERCE 


A little over a year ago I submitted to the Ways and Means Committee of 
the House of Representatives a statement of the position of the California State 
Chamber of Commerce setting forth the views of this organization to the effect 
that the individual States are better qualified than is any other unit of govern- 
ment to decide on what terms and conditions unemployment insurance benefits 
are payable to the citizens of the several States. 

At the time the statement was filed, the issue before the Ways and Means 
Committee was whether Federal legislation should be enacted to provide a 
temporary program extending benefits to those individuals who had exhausted 
their benefit rights under the State system. The option was left to the States 
as to whether they would enter into an agreement with the Federal Government 
extending benefit duration. 

At the time, we opposed such Federal legislation on the grounds that a stand- 
ard suitable for one State, or for several States, might well be seriously de 
ficient for many of the States subject to the uniform Federal requirements. We 
also pointed out that California has demonstrated both its willingness and its 
ability to modify its unemployment insurance program in keeping with changing 
economic and social conditions. To be specific, in 1945 California extended cov- 
erage to include employers having one or more employees, the requirement be- 
coming effective in 1946. Compare this with the fact that it was not until 
January 1956, a decade later, that the Federal Government got around to ex- 
tending coverage to employers of four or more. 

The issue now before the Ways and Means Committee is in principle the 
issue before the committee a year ago. That issue is whether uniform stand- 
ards, set by the Federal Government, are to be applicable to the widely differ- 
ent economic and social conditions in the several States. If there were the 
possibility of rejection of the Federal standard, as was the case in the tem- 
porary program extending the duration of benefits, conceivably there might be 
some basis on which Federal standards would be acceptable. The proposals 
now before the Ways and Means Committee do not provide for such rights of 
rejection on the part of the States. The standards are applicable to all signifi- 
cant areas of the unemployment insurance system and are not proposed as a 
solution to a temporary economic problem. The standards are a straitjacket 
within which the programs of all States must operate. 

It has been argued repeatedly by those favoring Federal standards that 
unless such standards are in existence the States simply will not modify their 
programs to meet the changing needs. One has only to consult the annual pub- 
lication of the Federal Bureau of Employment Security which itemizes the 
changes in the provisions of the laws of the various States to see that the 
argument is groundless. 

The second argument put forth by those advocating Federal standards is to 
the effect that the changes effected by the various States are not extensive 
enough or liberal enough to satisfy. those who advocate a single Federal stand- 
ard. We acknowledge that this is true and make no apologies for the fact. At 
this point it is pertinent to point out that liberalizations currently receiving 
serious consideration in the California Legislature which would be feasible and 
practical in California, with an expanding industral base and a population boom 
of major proportions, would be little short of disastrous in an area suffering 
from a long-term industrial decline. 

In this large country, with its widely varying economic and working condi- 
tions, any prescribed single criteria for unemployment benefits would be hazard- 
ous: Excessively generous in some locales, but inadequate in others. 
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In the current session of the California Legislature both management and 
labor are supporting legislation to provide for an extended duration of benefits 
when unemployment reaches a specified level. Even a casual examination of 
the legislative proposals in this area reveals agreement on fundamentals, al- 
though there are differences in mechanics. A third major legislative proposal 
would increase both the maximum taxable wage base and the maximum State 
tax rate, aS well as provide a 25 percent increase in maximum weekly benefits. 
All these proposals are of major significance and importance to the unemploy- 
ment insurance program in California. They are further evidence, if such is 
needed, that the States have both the ability and the will to modify their social 
insurance systems in accordance with the capacities of their economies and the 
wishes and needs of their citizens. 

(The following article was included in the record at the request of Mr. Alger 
of Texas.) 


[From the U.S. News & World Report, Apr. 27, 1959]: 


WHaT “UNEMPLOYED” REALLY MEANS 


Take a closer look at “the 4.4 million unemployed.” 

You'll find surprises. Only about 1 million represent families whose sole 
breadwinner is out of work. 

Others listed as jobless include workers shifting to new jobs, the temporarily 
laid off, the sick. 

These are just a few of the facts that figures alone don’t tell about unem- 
ployment now. 

When you read that nearly 4.4 million workers in this country are unemployed, 
the question raised is this: What does “unemployed” really mean? 

Are 4.4 million people walking the streets, destitute, looking for work? Are 
these millions as badly off as the unemployed of the early 1930's, living in 
families where there is no breadwinner and no income? 

Start digging for answers and you find many things. You discover, first of 
all, that even in the best of times 3 million persons or so are classed as unem- 
ployed. These include people who are shifting from one job to another and are 
temporarily without income. They include young persons looking for work for 
the first time. They include workers laid off, but expecting to be rehired within 
30 days. They include the temporarily sick and a considerable number of 
people who could be called ‘‘unemployables’—alcoholics, handicapped persons, 
those untrained for any kind of work. 

So there are about 1.4 million people out of work now, over and above the 
number that would normally be classified as unemployed. 

Lots of jobs.—You also find that, in March, 63.8 million people had jobs. That 
was an increase of 1.1 million workers over February and a gain of 1.5 million 
over March 1958. Actually, employment now is almost as high as it ever was. 

Does this mean that unemployment is not serious? 

Being out of work is always serious for those who are unemployed. But the 
figures suggest that unemployment is not now a major national problem calling 
for a “crash” program to create jobs, 

Actually, just what is an “unemployed” péetn? 

By official definition, anyone over the age of 14 who is looking for a job and 
cannot find one is counted as unemployed. That includes a wife who would like 
to earn a little money, even though her husband is employed. It includes students 
and young people looking for temporary jobs. It counts retired people with 
pensions who would like to add to their incomes. It even includes a farmer who 
may be looking for an off-farm job to add to his earnings. 

How are the unemployed counted? 

The unemployed are estimated through samples taken each month by the 
Census Bureau. The sampling covers 330 areas embracing each State and 
the District of Columbia. Approximately 35,000 households are checked each 
month. Statisticians believe that estimates of unemployment are accurate to 
within 100,000. 

Are most of the unemployed destitute? 

By no means. For example, among the total number of unemployed, 1.7 
million are married men who are heads of families. In these families are 500,000 
working wives and 200,000 sons or daughters who have jobs. That leaves about 
1 million families without a breadwinner—less than 25 percent of the total 
unemployed. 
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TUESDAY, APRIL 14, 1959 


Houser oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mans, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to recess, in the Ways and 
Means Committee Room, New House Office Building, Washington, 
D.C., Hon. Wilbur D, Mills (chairman) presiding. 

The Cuamrman. The committee will please be in order. 

The first witness this morning is our colleague from Maine, the 
Honorable James C. Oliver. 

Mr. Oliver, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Oliver, and you are recognized. 


STATEMENT OF REPRESENTATIVE JAMES C. OLIVER, OF MAINE 


Mr. Oxtver. Mr. Chairman, I appear today in support of H.R. 
3547 introduced by Representatives Machrowicz and Karsten. I am 
appreciative of the opportunity to cosponsor this vital ngelation 
with 119 other Representatives. We need this bill to cushion the 
scourge of unemployment in our national economy. 

All of us view with concern the fact that over 4,300,000 of our 
countrymen are now unemployed; especially at a time when we are 
supposedly riding the crest of a wave of prosperity. Many of my 
own constituents are lacking even the meager funds to provide the 
bare necessities of life. It is a miserable situation when citizens of 
the United States, the richest country in the world today, find them- 
selves in dire poverty through no fault of their own. We must find 
ways to relieve these pockets of want in the midst of great wealth. 
We cannot afford these potential sources of lasting discontent. 

While we search for a permanent solution to this critical problem 
of unemployment, it is “a must” that we do more to alleviate at least 
temporarily the economic distress of the unemployed. In examini 
Maine’s present unemployment compensation law, I find that it is 
fairly liberal, relatively speaking, in terms of the laws of many other 
States. Adoption of the Machrowicz-Karsten legislation would re- 
sult in an approximate $1 per week individual increase in compensa- 
tion payments and it would provide an extension of the payment 
duration for an additional 13-week period. I feel that the present 
26-week limitation is inadequate because of the lack of job oppor- 
tunities and the psig effects of automation. Loss of an in- 
dustry in a given area usually results in a longer period of idleness 
than even 39 weeks. The Biddeford-Sanford region in my district is 
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a good example of what the loss of a basic industry can mean. This 
area has been on the Bureau of Labor Statistics records as a de- 
pressed area since March of 1954. The fact that over 13,000 Maine 
workers, as of April 4, have exhausted their unemployment benefits 
under the present State law illustrates the inadequacy of Maine’s pro- 


gram. 

Unemployment compensation is recognized by conservative eco- 
nomists as being a valuable built-in stabilizer of our economy. Un- 
employment benefits have been in existence since 1939. We all know 
that benefits have declined over the years when considered with rela- 
tion to average wages. In Maine, 1939 weekly benefits represented 
74 percent of weekly wages while 1958 benefits represent only 48 per- 
cent of weekly wages. Thus, it appears that we are losing ground 
rather than gaining in this field. 

The President concedes that more liberalized unemployment bene- 
fits are required. In every budget message since 1955, the Chief 
Executive has urged the States to increase present benefits. How- 
ever, last year, 30 States refused to extend benefits for the minimum 
13-week period provided by the temporary unemployment. benefits 
bill enacted by the Federal Government. Last year, the State Legis- 
lature of Maine refused to accept the recommended Federal extension 
of the unemployment program. This year, the Maine State Legisla- 
ture rejected the extension of benefits for even a token 4-week period. 
This continued refusal of Maine and the other State legislatures to 
liberalize present standards underlines the necessity for enactment 
of Federal minimum standards unemployment legislation. Moral 
suasion and statements of platitudes have not done the job, so posi- 
tive action is required to relieve suffering as well as to provide a 
stimulus to our economy. 

Positive action is doubly necessary in view of the present perilous 
state of world affairs. Our failure to increase the Nation’s productive 
potential may well prove to be a national catastrophe. Soviet strate- 
gists delight in our self-inflicted economic problems. They count 
on misery generated by unemployment as the ingredient necessary 
to create a favorable climate for revolution. Economists have re- 
peatedly testified as to the beneficial effects that so-called built-in 
stabilizers have had on our national economy during the 1957-58 
recession. As the New York Times pointed out in a recent editorial, 
“The Federal-State system of unemployment insurance has cush- 
ioned the shock to some extent and must have helped limit the down- 
swing.” It seems only logical to me that additional stimulus in the 
form of increased unemployment insurance benefits would do much 
to further secure our country against future disastrous declines in 
oureconomy. In the wonkawits struggle for survival that our country 
faces, every possible legislative nal economic step must be taken 
which will assure our future economic well-being. 

As I have stated, Maine’s law, although inadequate in terms of dura- 
tion of payments, is much more liberal than programs presently 
in operation in other States. Actually 21 States pay smaller average 
benefits while the average duration period of benefits in 29 States is 
shorter than that of Maine. Employers in the States where there are 
less liberal unemployment benefits have a built-in competition ad- 
vantage over Maine employers since their tax burden is lower than 
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that borne by Maine’s industry and business. A number of industries . 
formerly located in Maine have recently elected to close their Maine 
plants and relocate. Although it is difficult to blame the decision to 
move on any one factor, I suspect that the generally lower rate of un- 
employment taxation in other areas was one of the factors that at- 
tracted management. Through the enactment of this legislation, mini- 
mum uniform unemployment standards would be adopted in the in- 
terests of equal opportunity for all businessmen in all States of the 
Nation. 

Our country is the richest in the world today. If we fail to pro- 
vide economic justice for all in our own economy, how can neutral 
countries look on democracy as the answer to their governmental 
problems? ‘Today every move that our Nation makes is viewed in 
detail by the rest of the world. We are the world’s example of poli- 
tical and economic democracy whether we like it or not. With un- 
used reserve funds of $32 million in Maine and an approximate total 
of $7 billion in all States, it does not seem to make any economic 
sense to deny expanded benefits of unemployment compensation on a 
Federal uniform minimum basis. We must provide a solution to 
this problem not only in the interests of our own unemployed and 
of our domestic economy, but even more important we must show 
the world that we are not callous to the problems faced by those 
who through no fault of their own have lost their jobs. It is my 
belief that enactment of this legislation is an urgent necessity not 
only for the stabilization of our economy but also for the maintenance 
of our free way of life. 

The Cuarrman. Mr. Oliver, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
a very fine statement. We appreciate it. 

Mr. Oxtver. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from Maine, the Honorable 
Frank M. Coffin. 

Mr. Coffin, will you please come forward to the witness table? 
We appreciate having you with the committee this morning, Mr. 
Coffin, and you are recognized. 


STATEMENT OF REPRESENTATIVE FRANK M. COFFIN, 0F MAINE 


Mr. Corrin. Mr. Chairman, I appreciate this opportunity to submit 
testimony in support of my bill, H.R. 5306, to revise, extend, and im- 
prove the unemployment insurance program. You have taken con- 
siderable testimony on this and identical bills and I shall not re- 
examine this provision in detail. What is more essential is to show 
that this legislation is needed as I firmly believe it is. There does 
not appear to be any consistent, adequate method of meeting human 
needs in periods of temporary unemployment other than by legislation 
such as this, 

It seems inevitable that even in generally prosperous times we are 
going to continue to have fluctuations which may cost several million 
people their jobs before we can judge and predict the depth and dura- 
tion of the downward curve in the economy. Meanwhile, these people 
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must feed, clothe, and house themselves and their families while the 
effort is made to diagnose the fundamental difficulty and prescribe 
long-range cures. 

I regret that my State was one of those in the majority that declined 
to take advantage of the temporary emergency extension bill which 
we voted last year and recently extended again for a brief period. 
Just as Congress voted the temporary extension twice, so did the Legis- 
lature of Maine reject it twice. aine, as I have pointed out, was 
not the exception. If less than half the States cooperated in a tem- 
porary extension, it is clearly time for the Federal Government to 
step in and modernize standards which the States must accept. 

Gur Maine law is a good one with benefits running for 26 weeks. 
But promised revival of business and employment has not occurred 
and the duration of benefits is obviously not sufficient. The true 
dimension of our unemployment picture is not reflected only in the 
number of claims. It is shown in the relationship between unemploy- 
ment and our total working force and in the increasing number of 
poeple who have exhausted their benefits. The Maine Employment 

curity Commission reports that “benefit rights exhaustions have 
been running much higher than a year ago.” In February exhaustion 
figures were 77.1 percent higher than in February 1958. They have 
continued to rise since then and employment is only slightly better 
than a year ago. Approximately 10 percent of our working force is 
unemployed. 

I doubt that the standards in my bill and similar legislation would 
mean more than a small increase either in payments or payroll taxes 
in Maine and in a great many other States. But uniform standards 
of 39 weeks for payment benefits would be far more realistic now and in 
future periods of recession. In this session and the last, I have in- 
troduced bills and urged that when small firms are threatened with 
economic disaster and dislocation, they should be eligible for help 
through the Small Business Administration. I believe we should be 
foresighted and realistic in this regard and in anticipating, through 
adequate unemployment benefits, threatened dislocation and disaster 
to those individuals who, through no fault of their own, are deprived 
of their livelihoods. 

Moreover, we would be minimizing the climate of apprehension 
and fear, which, in a recession, is itself a force tending to forestall 
early recovery. Finally, I should point out that the current hearings 
on economic growth and price stability being held by the Joint Eco- 
nomic Committee, of which I am a member, are revealing widespread 
economic opinion that purchasing power is one of the most quickly 
acting and direct stimulants to recovery and renewed economic 
growth. 

The alternative is rising relief payments which offer no incentive 
to seek reemployment and which are degrading and demoralizing to 
the average family. 

It is regrettable that we did not adopt this legislation in the last 
session of Congress. We have had another year of experience and 
accumulation of evidence that have given us more, not less, reason to 
adopt it now. The argument is made that unemployment is now merely 
a legacy of the recession and appears to be increasingly localized. But 
the continuing high rate of unemployment, still over 4 million, per- 
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sists. It can be argued just as persuasively that the bright spots are 
localized and that the broad picture is sufficiently dark so that unem- 
ployment is of urgent, national concern. 

I sincerely hope, Mr. Chairman, that this committee will report 
favorably in the near future on the legislation which I and a number of 
other members have introduced. 

The Cuarrman. Mr. Coffin, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
a very fine statement. We appreciate it. 

Mr. Corrin. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from New York, the Hon- 
orable Leonard Farbstein. 

Mr. Farbstein, will you please come forward to the witness table? 


We appreciate having you with the committee this morning, Mr. 
Farbstein, and you are recognized. ‘ 


STATEMENT OF REPRESENTATIVE LEONARD FARBSTEIN, OF 
NEW YORK 


Mr. Farsstrern. Mr. Chairman, the subject of Federal standards 
for our State unemployment compensation systems is not new to this 
committee. The need for this legislation, however, continues and is 
emphasized by the grave unemployment problem which we face. 

At the present time there are about 4,750,000 unemployed—only 
13 percent less than last June when we passed the temporary Un- 
employment Compensation Act. In February 1957, there were 1.5 
million less unemployed than there were in February 1959. New 
unemployment, as it is revealed by the number of people seeking jobs 
for 4 weeks or less, was about 300,000 above the February 1957 total. 
The seriousness of the unemployment situation was pointed up by a 
survey in Business Week which declared : 


In cold fact, we would have to add some 2.2 million jobs in 1959—with the 
labor force growing all the time—just to get unemployment down to a 5-percent 


rate. 

Latest U.S. Department of Labor reports set the national average of 
covered employment at 5.6 percent. Twenty-five States are reported 
with averages at or greater than this level. They include: Michigan, 
12.4; Montana, 12.1; Pennsylvania, 9.3; West Virginia, 9.3; Maine, 
8.9; Oregon, 8.6; Rhode Island, 7.2; Washington, 7.9, and New York, 
6.3. 


Our failure to take action on Federal standards is perhaps related 
to the great American characteristic of optimism. During the war 
years anu postwar prosperity period we took me er po for granted 
and our State legislators listened to the siren call that unemployment 
compensation systems with low employer tax rates attracted industry 
to the jurisdiction. The result was the gradual erosion of the ade- 
quacy of benefits, both as to amount and duration, with the consequence 
that when real unemployment emergency arose the State unemploy- 
ment compensation systems were unable to play the role that the 
fathers of the Social Security Act had envisioned for them. 
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The Federal Unemployment Compensation Standards Act of 1959 
would establish, once and for all, the proposition that the State- 
Federal system should provide really meaningful protection. The 
use of minimum standards will eliminate the disastrous interstate 
competition which has all but taken the “insurance” out of unemploy- 
ment insurance in this country. The proposal, as you know, would 
provide that weekly benefits of an unemployed individual would be 
50 percent of his own average weekly wage but in no case more than 
two-thirds of the average weekly wage for all covered workers in the 
State. The effect of this provision would be to raise maximum bene- 
fits in every State. By the end of 1958 highest maximum benefits 
ranged between 50 to 59 percent of average covered wages in 7 States, 
and in the other 44 jurisdictions maximum benefits were below 50 
percent of earnings. In half the States the maximum was below 44 
percent. It has been estimated that the benefits of a worker earning 
average wages in 1958 would have been raised in 44 out of the 51 
jurisdictions. 

The President seems to be sticking to his position that the States 
should liberalize their law, but that they should not be compelled to 
do so. There is very little evidence, however, that they are payin 
much attention to these exhortations. On the other hand, the oe 
for Federal minimum standards has been urged by distinguished 
experts in this field for a long time. The former chairman of the 
Council of Economic Advisors to the President, Dr. Arthur Burns, 
is one who has taken this position. The Federal Advisory Council 
on Economic Security and the Rockefeller Brothers Fund Report of 
April 1958, both have indicated the need for Federal minimum benefit 
standards. 

I agree with President George Meany of the AFL-CIO, who, in 
his statement last week said, “A simple extension of the temporary 
unemployment compensation * * * would do nothing toward correct- 
ing the basic weaknesses in our present unemployment insurance sys- 
tem. It would likewise do nothing to help over 2 million of those still 
unemployed who are not at present receiving jobless benefits.” The 
proposed bill would provide more liberal qualifications for eligibility 
and extend coverage, in all States, to employers of one or more 
employees. 

n conclusion let me say, Mr. Chairman, that I hope every member 
of this committee has had the opportunity to read the article, “People 
Behind the Statistics: Survey of the Unemployed in Five Major Job 
Areas” by A. H. Raskin, which appeared in the March 16 issue of the 
New York Times. For he showed, with numerous real-life situations, 
that “unemployment” is people—the individual hardship and heart- 
ache of 4,749,000 Americans, willing and able to work but unable to 
find full-time jobs. In Pennsylvania, economic analysts, workers, 
union leaders, merchants and businessmen are worried because in- 
creased production has not been accompanied by a corresponding in- 
crease in employment and that new pools of chronic unem lemniak are 


in the gray Es the steel areas. In West Virginia officials of the 


United Mine Workers called the current crisis a lot worse than the 
depression of the thirties. In Michigan 364,000 people, or one worker 
in eight, are without jobs and in Detroit a nner people a day line 
up at the welfare department’s surplus commodities division to get 
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their allotment of dry milk, rice, corn meal, flour, and butter. Fol- 
lowing Mr. Raskin’s tour of unemployment insurance offices, welfare 
agencies, union hiring halls, food distribution centers, and the homes 
of jobless men and women in my own city of New York, he concluded 
“that no shortcut cure, by Government or industry, would eradicate 
the economic sores behind the gleaming new skyscrapers, the flourish- 
ing theaters and restaurants and the other badges of New York 
opulence. 

Mtr. Chairman, I believe the United States deserves an unemploy- 
ment compensation system which works in bad times as well as in 
good. It is my earnest belief that the Federal Unemployment Com- 
pensation Standards Act will take us a long way toward the attain- 
ment of that objective. 

The Cuatrman. Mr. Farbstein, we thank you, sir, for coming to 
the committee and discussing these problems with us. You have made 
avery fine statement. We appreciate it. 

Mr. Farsste1n. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

The Cuarrman. We will now hear from our colleague from Oregon, 
the Honorable Charles O. Porter. 

Mr. Porter, will you please come forward to the witness table? 
We appreciate having you with the committee this morning, Mr. 
Porter, and you are recognized. 


STATEMENT OF REPRESENTATIVE CHARLES 0. PORTER, OF 
OREGON 


Mr. Porter. Mr. Chairman, I appreciate this opportunity to appear 
before you and the members of this distinguished committee to testify 
on behalf of legislation introduced by more than 100 of my colleagues. 
I refer to the Karsten-Machrowicz bills which would establish addi- 
tional Federal standards in the Federal-State system of unemploy- 
ment compensation. 

This legislation is similar to the Kennedy-McCarthy bill of the 
previous Congress. It retains the basic Federal-State system, but 
establishes improved minimum standards which each State’s system 
must include to qualify for the Federal tax offset. It has bipartisan 


support. 

The legislation has many good features. It would establish benefits 
equal to not less than 50 percent of weekly wages so long as that 
amount is not more than two-thirds of the average weekly wage in 
the State. It would establish a uniform benefit period of 39 weeks. 
I believe a uniform benefit period is long overdue. It is necessary. 
This doesn’t mean that every individual will automatically receive 
39 weeks of benefits in a year. State laws all require that the indi- 
vidual be unemployed and that he be able to work and be available 
for work during each week of unemployment. 

Unemployment in this Nation continues. While it exists, the need 
for benefits of sufficient duration for all unemployed individuals is 
obvious. 

Newspapers report almost daily on the unemployment problem. 
With only February 1958 as an exception, there has not been a single 
February since the end of World War II when unemployment was 


3, 
(0) 
4 
IS, 
“il 
fit 
in 
ry 
| 
ill 
he | 
ity 
re 
per 
ple | 
fob 
the 
ns, 
rt- 
to 
T'S, 
in- 
in- 
are 
the 
the 
ker 
get 


706 UNEMPLOYMENT COMPENSATION 


as high as in February 1959. With more than 414 million workers 
listed as unemployed (and this is not the full picture), the unemploy- 
ment scene is stark. 

There are other features of the bill I wish to mention briefly. It 
would include within the system employers who have one or more 
individuals in their employ, except for domestics and agricultural em- 
ployees. It would permit States to provide for uniform rate reduc- 
tions to employers as well as individual experience-rated reductions, 

The standard for benefit amounts is exactly the same as recom- 
mended to individual States for several years by the Eisenhower ad- 
ministration. Had the bill been enacted last year, I understand the 
Nation’s unemployment would have received more than $1.3 billion in 

urchasing power. The bill would not require any appropriation by 
fairer t does not change the present system of Federal-State 
operation and does not provide for any increase in the present Federal 
tax on payrolls. 

In my home State of Oregon the most recent available statistics list 
Portland as a major labor surplus area. There are five other labor 
surplus areas listed in the State. One is Pendleton in the Second Con- 
gressional District. Four are in the Fourth Congressional District 
= I represent. They are Albany, Coos Bay, Eugene and Rose- 

urg. 

The people in these areas have no aversion to work. But while 
work is scarce they deserve full consideration. 

Mr. Chairman, it has ben a privilege to appear before this committee 
today on behalf of my constituents. 

The Cuarrman. Mr. Porter, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Porter. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from California, the Honor- 
able Jeffery Cohelan. 

Mr. Cohelan, will you please come forward to the witness table? 
We appreciate having you with the committee this morning. Mr. 
Cohelan, and you are recognized. 


STATEMENT OF REPRESENTATIVE JEFFERY COHELAN, OF 
CALIFORNIA 


Mr. Chairman, thank you for your courtesy in allowing me to ex- 
ress my reasons for supporting H.R. 3547, and my own companion 
ill, H.R. 4064, legislation to improve Federal standards for unem- 

ployment compensation. In doing so I hope to underline what to 
me are the major considerations. 

The State of California has achieved some success in striving to 
maintain an adequate unemployment compensation program. We 
have, for example, been able to increase benefits from a maximum of 
$20 per weék in 1943 to a maximum of $40 per week today. Right 
now our State legislature is considering legislation to increase the 
weekly benefit, to extend benefits when unemployment reaches certain 
dangerous levels and to increase the taxable wage base and maximum 
State payroll tax rates. 
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Prospects are excellent that California will improve its unemploy- 
ment compensation program this year, but not without some reluc- 
tance, particularly as regards increasing payroll taxes, because the 
result will be to place our employers at a still greater disadvanta 
to their competitors in other States. I believe that many of our Cali- 
fornia employers see full well that the unemployment compensation 
program has proved its value in —— the buying power and 
economy of our communities. Still, they cannot be expected to pay 
more and more payroll taxes when their competitors in other States 
face no such costs. 

The facts show quite clearly that, in this respect, the States are 
powerless to cure this ill, because they do not have anything to say 
about what other States do. Here, the need for Federal minimum 
standards appears obvious. 

While California has, as I have said, achieved some success in de- 
veloping an adequate program, the fact remains that the average 
unemployed worker in Galfornia in 1958 received benefits of less than 
one-half of his lost weekly wages. The startling fact, as I see it, is 
that he actually received less than the average industrial worker did 
when unemployed in 1939, in terms of percentage of lost wages. 

Mr. Chairman, some would have us think that the legislation we are 
considering here, the Unemployment Compensation Act of 1959, is a 
new departure, an opening up of new areas. Instead, it is rebuilding 
and modernization of a program which is simply not working as origi- 
nally intended. This is best demonstrated, I think, by the fact to 
which I have just referred, namely that the average unemployed in- 
dustrial worker in 1939 received benefits of at least 50 percent of his 
former wages, while today the same average industrial worker receives 
benefits of less than 50 percent of his lost weekly wage, in all except 
two States. While the Federal unemployment compensation program 
was originally intended to create an adequate, long-range program, 
over the years benefits have not increased proportionately with the 
level of wages. 

Furthermore, many States have failed to extend benefits, even when 
faced with emergencies in unemployment. Consequently, the need 
for reworking the entire program is today very clear. 

Indeed, if it is not reworked, there is a likelihood that in time there 
will be such wide disparity from State to State that eventually pres- 
sure will be brought to convert this into a Federal program entirely. 
I myself want to firmly state that I favor continued State administra- 
tion with Federal standards to assure uniformity between States. 

The Honorable Melvin Price, of Illinois, testified before your com- 
mittee the other day to the effect that we are doing nothing unprece- 
dented when we deal with improved Federal standards because the 
whole program started with Federal standards. I heartily second his 
observation. Those who would argue that this legislation opens up 
a new world of Federal control over States should be reminded that 
the present law sets Federal standards requiring prompt payment of 
benefits when due, requiring hearings for persons whose claims are 
denied, requiring that tax credits shall be allowed under certain con- 
ditions and prohibiting denial of benefits for refusal to accept new 
work under certain circumstances. 
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It is equally important that we remind them that the provisions: 
of this legislation would leave ample room for each State to take into. 
account its own economic situation, its own wage rates, and the desires 
of its people. The Unemployment Compensation Act of 1959 would 
only provide a floor above which States will be free to develop a wide 
variety of compensation programs. 

Had the States made the original act work, further standards may 
not have been proposed at this time. But the States rejected the 
opportunity presented to them by Congress and now adequate Federal 
standards are needed to enforce at least a minimum acceptance of 
the intent of Congress. 

Thank you. 

The Cuarrman. Mr. Cohelan, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Coneran. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

Mr. Hertone. Mr. Chairman, may I have permission to file the 
statement of Mr. William Netschert in the record ? 

The CHatrman. Without objection, the statement will appear in 
the record. 


THE Geo. D. EMERSON Co., 
Somerville, Mass., April 24, 1959. 
Hon. D. 


Chairman, House Ways and Means Commitiee, 
Washington, D.C. 

Dear Sir: Please be advised that as businessmen and taxpayers we are opposed 
to the profligate spending of taxpayers’ money which would follow the enactment 
of the Kennedy-Karsten measure, H.R. 3547 and its companion piece S. 791. In 
the endeavor to make it possible for the laborer to be paid for a lifetime of 
inactivity, we feel that some consideration should be given to the approaching 

» hour when the taxpaying employer can no longer bear the burden. 

Please make our opposition to the passage of the above bills a part of the 

records of your hearings. Thank you. 
Very truly yours, 
B. P. Brapy. 


STATEMENT FOR THE BENEFIT OF THE MEMBERS OF CONGRESS CONCERNING THE 
Factors AFFECTING THE FUNDING OF UNEMPLOYMENT COMPENSATION AND 
THE IDIOSYNCRASIES OF BENEFIT PAYMENTS CREATED BY STATUTES OF THE STATES 
Unpver Tities III anp IX or THE Soctart Security Act or 1935 anp THE PRO- 
VISIONS OF SECTIONS 3301 ET SEQ., OF THE INTERNAL REVENUE CODE 


(By Wm. Netschert, M.E., Daytona Beach, Fila.) 


I am a graduate mechanical engineer from Stevens Institute of Technology in 
Hoboken, N.J. I am retired on pension by the State of New Jersey, having served 
20 years in the field of employment security and, from 1939, occupied the post 
of research supervisor and deputy chief of research and statistics under the late 
Harold G. Hoffman and his immediate successor. I served for 10 years as secre- 
tary of the Statistical Society at Princeton, N.J., and served one term as presi- 
dent of that chapter of the American Statistical Association. I resigned from 
that association and the Industrial Relation Research Association when I retired 
in 1955, mainly because my efforts to make a worthy contribution to a better 
understanding the idiosyncrasies of the national unemployment compensation 
system were rejected. I have lectured on this subject before the Princeton 
chapter, the Daytona Beach Rotary Club, and the Actuarial Services Branch of 
the Bureau of Employment Security. My analytical techniques were recom- 
mended to Chairman Altmeyer of the old Social Security Board by Dean J. 
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Douglas Brown, of Princeton University, some 15 years ago, but were rejected 
by his staff. They are understood and appreciated by the Honorable Carl 
Holderman, Commissioner of Labor and Industry of the State of New Jersey, 
the Honorable James T. Vocelle, chairman of the Florida Industrial Commission, 
and the Honorable Senator Gautier and Messrs. Sweeny and Karl of the Florida 
Legislature, and, finally, by the Honorable A. S. Herlong, Congressman from 
Florida. My pamphlet, entitled “Some Progress in Analysis of the Factors 
Affecting the Funding of Unemployment Compensation,” is registered with the 
Library of Congress. I have written also for the official publication of the 
Bureau of Employment Security and for the Indicator, a quarterly publication 
of the alumni of Stevens Institute of Technology, in the March 1959 issue. 

If you know what questions to ask, the problem is half solved (Lydia Parrish). 
Out of 15 years of penetrating study of the operating complexities of the un- 
employment compensation system, from within the system, and independent re- 
search beyond that required of a statistician working therein, to develop tech- 
niques for analyzing, comparing, and evaluating the laws of the 51 jurisdictions, 
and for finding a common denominator, I have reached one basic conclusion : The 
only valid common denominator for comparing benefit allowances and matching 
contributions from employers is the individual wage of each covered worker 
taxed under sections 3301 et seq. of the Internal Revenue Code; in short, tax- 
able wages. 

It takes from 2 to 4 hours of concentrated attention to acquire an understand- 
ing of the idiosyncracies of benefit formulas augmented by graphic descriptions 
of the various types of State formulas, much more to arrive at valid conclusions 
about their effectiveness, their considerations of equity. It takes long hours of 
study of a State’s economy to be able to judge what relation there ought to be 
between the contributions rates assigned under the “conditions of additional 
credit allowance” of section 3303 of the Internal Revenue Code, and the ratio 
which potential benefits in 1 year shall have to the wages of the previous year 
for each individual. In 1954 I wrote, “Potential liability for 1 year at a rate of 
30 percent requires 10 years at 3 percent to recuperate; a 45-percent liability 
rate, 15 years, etc. Put another way, taxes on 5 to 10 like-paying jobs are 
required to support one potential man-year of benefit drain (at a lower benefit 
rate and more in proportion at a higher benefit rate). Fortunately, in the past 
there has been a ‘bonus’ setup in past contributions. Taxes were levied on 
individual wages up to $3,000 per year while, for most of the first decade of 
operations, maximum benefits were limited to wages less than $1,000, and since 
1988 to wages less than $2,000; this by the nature of the benefit formulas in most 
of the States. Attempts to catch up with inflation are putting benefitable wages 
on a par with taxable wages. The significance of this trend is plain enough to 
see. If the fund is to be maintained at a constant level, with income and drain 
alike in magnitude, then not more than 10 percent of the work force whose wages 
are taxed can be compensated in full at a rate 10 times the contribution rate. 
This is gross oversimplification ; but it serves to pinpoint the problem.” Having 
sensed the coming of current events in unemployment compensation almost from 
the beginning, and expressed the certainty of them in 1954, I now feel qualified 
to comment on the present and the future need, in the field of unemployment 
compensation for the benefit of the Members of the present Congress. 

I wish to pay tribute to the fine contribution to the record of published facts 
about the unemployment compensation laws of the several States made by Helen 
S. Cunningham of the Unemployment Insurance Service of the Bureau of Em- 
ployment Security. Her factual review in “Comparison of State Unemployment 
Insurance Laws, as of January 1, 1958” must be classed as a monumental con- 
tribution to the subject. But difficult as her task must have been, how much 
more difficult must be any detailed analysis of the facts she presents in that 
publication. Moreover, it is virtually impossible to describe in a single review 
the multiplicity of complications which arise in the State-by-State coordination 
of operations required to administer the factors and conditions separately pre- 
sented in that comparison. The situation is further complicated by eleemosy- 
hary purposes attached to the unemployment compensation systems in the minds 
of some responsible for administration and operation of the system. It cannot 
be proved, but it is obvious after a penetrating study, that this may be one of 
the prime causes for failure of the system, as expressed in the preambles to 
S. 3244 of the last Congress and S. 791 of this session. If unemployment com- 
pensation is to be a system of insurance, as present nomenclature implies, then 
beh cold facts and not wishful thinking must govern future decisions, and 
policies. 
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If the standard is adopted by Congress that the weekly benefit rate shall be 
at least 50 percent of the beneficiary’s nominal or average weekly pay, then the 
weekly rate should be limited by the taxable maximum specified in section 
3306(b) (1) of the Internal Revenue Code. The minimum standard, if there is 
to be one, should specify one-half of 1/52d of the taxable maximum, and not 
some theoretical index derived by statistical manipulation of unrelated data of 
all wages, however high they may be. 

Governors of several of the States have declared that each State should be 
allowed to set its own standards “governing eligibility, duration or the amount 
of benefits.” This is a valid purpose, if applied equitably. But not all States 
practice the principle of equity in benefit allowances. Some States like New 
York predicate benefits on wages in a manner inversely proportional to the length 
of time worked in the base period. This is the so-called uniform duration type 
benefit formula. Under such it may be possible to get 26 or even 39 weeks of 
benefits of only 20 weeks of work. In fact, this is what the so-called minimum 
standards of S. 791 would require of all States. 

I want at this point to call to the attention of the Members of Congress the 
implications of a variable ratio of benefit allowances in any State on the basis 
of taxable wages. It is not beyond the possible for some aggrieved beneficiary, 
whose benefit allowance does not match that of another, to take his case to the 
Supreme Court, if he has the financial means and the will to so do. This could 
rest on the precedent set by the decision in Lane v. Wilson, 307 U.S. 268, at page 
275, wherein it was said by the Court that the Constitution, ‘‘nullifies sophisti- 
eated as well as simple-minded modes of discrimination.” Then there is the 
question of extra unemployment compensation allowances for dependents. When 
was it concluded that business, in addition to being accountable for unemploy- 
ment, must also be held accountable for the size of a worker’s family? The 
support of dependents in need is already accounted for in other titles of the 
original Social Security Act of 1935, now administered by the Department of 
Health, Education, and Welfare. Why the duplication of effort and purpose? 
This might be considered to be a “simple-minded mode of unemployment com- 
pensation discrimination.” Finally, on this subject, the code itself now pro- 
vides a form of sophisticated discrimination in paragraph (C) of 3304(a) (5). 
Under this provision the States have a requirement that practically forces them 
to deny benefits, if a job is refused wherein one of the requirements is that of 
joining a bona fide labor union. The Congress is strongly urged to eliminate 
the words “a company” and substitute the word “any.” The possibilities of 
pressure from vested labor and political interests on minor subordinate admin- 
istration of nonmonetary determinations is too obvious to be denied. 

Another misconception of the function of the unemployed compensation system 
is the assumption that the system was originally designed to be a subsidy for 
seasonality. Nothing could be more in error.. The sytsem was sold to the 
Nation in 1935 as a valid means of security against what my generation went 
through after 1929. Yet up to 1954 less than half the taxes paid from 1936 on 
remained in the fund. The Bureau of Employment Security furnished these 
data: 


Deposits, January 1936 to November 1953 $18, 501, 766, 008 
Interest credited up to Sept. 30, 1953___ _--. 1,694, 666, 000 
Withdrawals to pay benefits, for transfer to Railroad unem- 

ployment compensation fund, and return of some worker con- 

tributions from some States (including $80 million from 

workers of California, Rhode Island, and New Jersey, and 

$31.5 million to railroad retirement fund) 11, 301, 600, 000 
Balance on Dec. 1, 1953 8, 894, 832, 000 


Source: BES. 


My 1954 paper contains this comment: “Operations experience since 1939 
has been convincing enough to cause a turn in explanation of purpose. Today 
the fund is expected to protect passing, casual, and seasonal unemployment, 
year after year. Thus, the change in social engineering philosophy is a factor 
affecting the funding of unemployment compensation.” In this connection I 
want to raise the flag of caution toward the wishes of the eight Governors 
who met with the President. They favor “Federal advances to meet emer- 
gencies where the problems of unemployment are beyond the ability of the 
State governments.” It could not be assumed under any circumstances that 
Congress would not require that such underwriting of State funds be secured 
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by future premium rates on the businesses of the particular State. If the 
States want the discretion of setting their own standards of income and benefits, 
then they should also match such standards with means of preventing in- 
solvency. Again I quote my 1954 paper: “Thus ‘living within means’ is an 
important consideration. If high tax rates are resisted, then high benefit rates 
cannot be permitted. On the other hand, if high benefit rates are demanded, 
then the only recourse is high tax rates.” In all my experience in receiving 
pertinent communications from Washington, I do not ever recall reading any 
such advice from the responsible agency of the time. 

It should therefore be the purpose of the present Congress to find out if there 
ever were any confidential communications to States like Rhode Island (they 
were the first to plug for Federal underwriting) before they reached the condi- 
tion of insolvency which stimulated help desire. The power of persuasion in 
the Federal agency has always been considerable. It remains to be learned 
whether the old Social Security Board and its successor had it in their powers, 
granted by Congresses of the past, to prevent insolvency of State funds. If one 
were to gage from past literature, out of the tons and tons which circulated be- 
tween the State capitals and Washington, one could reach the conclusion that the 
Federal agency is equally responsible with the States for having played one 
against the other in the race to see who could become the most “liberal” the 
soonest. Resistance from Washington against “experience rating” and the im- 
position of workers contributions was not difficult to read between the lines 
when not directly stated. Yet the last mentioned could have saved every State 
fund that is now facing insolvency from that fate. The relatively low ratio 
of contributions to taxable wages is a good indication of how many businesses 
have had only a limited need for the protection of their employees against the 
probability of unemployment. But the pressure of vested interests has prevented 
the maintenance of State funds that would meet the last recession, by preventing 
the imposition of penalty contribution rates on seasonal industries in prosperous 
times. Such seasonal industries are now know to be overdrawn and in the 
red by amounts in excess of half a year’s taxable wage. The responsibility for 
this state of affairs rests squarely on the legislatures of the States. The hard 
cold facts are that we may expect more of the same urge to get something for 
nothing unless Congress steps in to save the system from disrepute. There are 
those who are in it for all they can get who would cry to high heaven if some- 
one at the track were to get a free ticket on the 15-to-1 shot sure thing out of 
their money. Yet they cry out in anguish when asked to contribute 1 percent 
each year to help provide for the 30 percent potential benefit rate they annually 
receive. Meanwhile those whose wages are taxed for every quarter of every 
year have their benefits limited to the equivalent of only three of the quarters 
in the last of the 10 years of their constantly taxed employment. These latter 
looked upon the system as a racket and have said so when the occasion arose. 
Finally there are those who walk away in disgust rather than stand in line in 
the dole-handout atmosphere of the local employment office. Thus the system 
is failing to protect those who have made the best contribution to our national 
progress and rising level of living. 

Congress can stop the system from continuing to be a political football by 
simply refusing to be told by vested interests, either directly or by implication 
of submitting a bill by request—do this or else. It is not my purpose to point 
the finger to show how little political profit there was in becoming liberal by 
request. There is one State where the Governor and the legislature collaborated 
to provide one of the most liberal benefit laws of the country. Within 4 years 
after they had done this under great pressure from vested interests the political 
complexion of the office of the Governor and one branch of the legislature was 
reversed. This has not stopped the vested interests from continuing to cry for 
more. Considering the type of legislation proposed in this and the last Congress 
it would appear that the same interests have now put the same kind of pressure 
on the national scene, judging by the character of the proposals, as has no 
doubt been resisted of late on the State level. 

In retrospect we now know that the original legislation of 1985 was not as 
good as it should have been and we forgive the planners because they had 
nothing to guide them in their designs. The Congress of that early date must of 
course bear the responsibility for what happened. Since then we have accumu- 
lated 20 years of learning what not to do, in the unemployment compensation 
field. Therefore the present Congress must now bear the responsibility for 
putting the unemployment compensation house in order by improving on what 
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its predecessors have done, using the experience of the interim. But this 
Congress like all others must rely on secondary information and in the process 
try to reason backward in the impossible process of reverse logic, in specula- 
tion of how the many factors which produced the evident result, operated with 
and against each other, in a myriad of combinations. 

How then can the Congress extract itself from the unenviable position of 
frustration? One could find dozens of reliable researchers in key positions 
within the State agencies, where statistics in the raw are analyzed. The only 
safeguard needed among them is elimination of those whose ideological bias has 
prevented their understanding the significance of what they saw and know. 
Having occupied a key position where less than complete understanding of the 
significance observed data and operational phenomina was an invitation to 
professional repudiation, I now have little difficulty in arriving at conclusions 
of interest to the Congress and of visualizing key concepts applicable to legisla- 
tive process. Since I do not expect an invitation to demonstrate graphically 
the processes of logic which lead to my conclusions, I ask the Members of 
Congress to accept the end-product without the benefit of proof. 

On the assumption that it will be up to Congress to do for the States what they 
are not able to do for themselves, for a variety of reasons, I submit respectfully 
to you a seven-point program for conversion into appropriate legislation. I 
recommend that these be incorporated into section 3304 of the Internal Revenue 
Code. 


The Cuatrman. Our next witness is Mr. R. T. Compton, represent- 
ing the National Association of Manufacturers. 
r. Compton, would you please come forward ? 
You have appeared before the committee on other occasions in the 
past but for this record will you identify yourself again? 


STATEMENT OF R. T. COMPTON, NATIONAL ASSOCIATION OF 
MANUFACTURERS 


Mr. Compron. My name is R. T. Compton, and I appreciate the 
opportunity to express here the viewpoint of the National Association 
_ of Manufacturers. I realize these hearings have been long and ardu- 
ous and the ground has been plowed and harrowed to the point to 
where it almost becomes harrowing. 

For that reason I would like to place-‘my statement in the record 
and read bits of it and comment about it. 

I might say for the record that part of the views that I express will 
be those of the association and part will inevitably be my own, since 
no association policies can completely cover ground as broad as this. 
Lest there be any mistake as to which is the association’s position and 
which is mine, I would like to place in the record and I have it in 
oe statement, all the positions of the association relevant to the 
subject. 

The CuarrMan. Without objection, Mr. Compton, your entire state- 
ment will appear in the record at the conclusion of your testimony. 

You are recognized to proceed as you desire. 

Mr. Comerron. Thank you. 

I might say with respect to these statements that I am_ putting 
in the record, some of these sound like recommendations for State 
legislation and, in a general way they express 4 viewpoint about 
unemployment compensation which, of course, is operated under 
State laws. 

I would like to say that the National Association of Manufacturers 
does not engage in any State legislative activities of any kind, doesn’t 
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express opinions about State legislation in particular States, and any 
rolerenees to what might seem to be State legislation in these para- 
graphs are general principles rather than specific proposals. 

Our membership consists of over 20,000 companies in every State 
in the country, and they do not look to the NAM for instruction as 
to what they should have in the State legislatures. 

Before discussing any of the long-range programs, I would like to 
talk to you about one situation that I believe is critical at the present 
time. This is current. It is the status of the Reed loan fund. This 
committee established the Reed loan fund, and I am certain that it is 
deeply interested in its integrity and its solvency. 

At the present time the States are asking for more money from the 
Reed loan fund than there is in it. I think that situation should be 
corrected immediately. I have some observations as to how it might 
be corrected. 

I think there are several ways this might be done. For one thing, 
this committee established the TUC, temporary unemployment com- 
pensation program, and the methods for its financing. And this 
committee was responsible for terminating that program next July, 
July 1. I believe that termination will leave in those funds a sub- 
stantial amount of money. I realize this is not the Appropriations 
Committee, but you gentlemen are Members of Congress, and I think 
it night be well to consider transferring the excess funds that are left 
in the temporary unemployment compensation account into the Reed 
fund to bolster that fund at the present time. 

Now, the Under Secretary of Labor made several suggestion’ for 
changes in the technicalities of financing the Reed fund, and, gener- 
ally, they look good. I would like to suggest some others. 

I would like to call to your attention the fact that all of the social 
security reserves are invested in U.S. bonds. These are pretty good 
securities because they are backed up by the taxing power of the U.S. 
Government. 

The Reed fund is in the same category. The money that is spent 
out of the Reed loan fund is backed up by the tax power of the U.S. 
Government. It is refundable to the tg. Treasury through imposi- 
tion of Federal taxes the same as the U.S. bonds. 

Now, there are two provisions under the Social Security Act, as I 
recall, under which appropriations can be ‘made to the fund: 
That is, appropriations over and beyond the current receipts from the 
%9 of 1 percent that the Federal Government receives from the un- 
ee tax. One of those provisions contemplates, as I recall, 
going back and picking up the excess collections of prior years. 

Of course, this is a little bit mythical because all of those collections 
were spent at the time they were collected. This is more a justifica- 
tion for an appropriation than anything else. 

_ There is another provision in the Social Security Act, I believe it 

| 1s section 1202(c) which provides for refundable appropriations to 
| the Reed fund. I see no reason why funds like the ones I am men- 

] tioning couldn’t be appropriated to the Reed fund and then reappro- 

| priated back when there is more money in that fund than is necessary 

after the States begin to pay back their loans. 

| I believe some of these things are matters that might be considered 

| by one of your subcommittees—the Subcommittee on Social Security 
Administration. 
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I think that subcommittee, or some group, might look into the Oct 
question, also, whether you might be able to consider the use of unem- of f 
ployment reserves for this purpose. In effect, the Federal Treasury if tl 
is the banker for the States in unemployment compensation. When the 
you and I deposit our money in the bank, it lends the money out to or i 
various people. In this particular bank we loan it only to the Federal] effec 
Government by acquiring Federal bonds. As I said, loans to the T 
States under this program are supported by the Federal power to tax. a F 
And, offhand, I can’t see that a loan made by the Reed fund isn’t just time 
as good a loan as the purchase of a Federal bond. I would suggest that 
that the committee might at some time engage in exploration along the ) 
that line. 

Now, the Under Secretary of Labor has indicated also that we are ie 
short of administrative funds. This is quite possible. Generally, I 
industry has supported substantial appropriations for administration desis 
of the unemployment compensation program because it is a program a sp 
that is peculiarly susceptible to abuse, and the only way to avoid Bi 
those abuses is by strong and vigorous administration. ‘There is some ron 
doubt in our mind, however, whether all the activities engaged in by a 
the various employment services are appropriate charges against em- 1) 
ployer taxes. 18 

I have some comments in my prepared statement about that. eral 

In any event, one thing your subcommittee might look at is the old in 80 
Wagner-Peyser Act. I think it is still on the books. This is just a duet! 
suggestion. The Wagner-Peyser Act, as I recall, contemplated sup- woon 

rt of the State employment services through 50-percent Federal I] 
grants to the States. It might be possible to ask the States to pay toda’ 
part of the money for the services. sit 

Be that as it may, we are opposed to the method of financing that . nb 
the Under Secretary of Labor has advanced. We are opposed to it duct 

+ for a simple reason. He suggested extension of the unemployment ome ¢ 
wage base from $3,000 to $4,200. We believe this runs counter to the many 


objectives of experience rating; that it would amount to experience A 


rating in reverse. : empl 

Our viewpoint can be expressed best as a simple matter of arithme- axes 
tic. If you have two employers and each one of them is paying the This 
same weekly wage and one operates the year round and the other hind 
operates half the year, then obviously the man who operates the year Sante 
round will pay more annual wages to each employee than the man spake: 


who operates half a year. We believe there are many unstable busi- Bu 
nesses, that don’t pay over $3,000 a year to their employees, and this We v 
$4.200 tax base will not affect those people at all. 


The position of the National Association of Manufacturers on this —- 


point is in the prepared statement I have given you, and it says in a peop! 
general way—rather than hunting for it I will say it says in a gen- in fas 


eral way—that, as between two alternatives, employers would prefer Red 
that you consider the tax rate rather than the tax base. 


Obviously, the statement refers to benefit funds rather than ad- ge 
ministrative funds. But I believe it represents, generally, the philos- paithge : 
ophy of manufacturers. 1 4 


Now, I have some more general comments. Your committee is i 
working on a long-range program. The Secretary of Labor has esti- ‘. rs 


mated that unemployment will be down to not more than 3 million by comp 


UNEMPLOYMENT COMPENSATION 715 


October. This 3 million is close to the best we can expect in the way 
of frictional unemployment. So far as unemployment is concerned, 
if the Secretary of Labor is correct, the recession should be over by 
the fall of 1959, and I find nothing in any bill before your committee 
or in the proposals of the Labor Department that would have any 
effect on unemployment in 1959. 

Therefore, 1 presume we are talking about whether we should have 
a Federal or State system of unemployment insurance in normal 
times. I believe we should. I also believe we cannot have a system 
that will work properly in normal times if we try to warp and twist 
the program into something designed either to prevent a recession or 
to take care of all the people who are going to be unemployed in a 
deep recession or depression. 

I would speculate that at some time we might have two programs 
designed for these two purposes. That, of course, is in the future and 
is speculative. 

But of this I feel confident: That if we try to do both jobs in one 
program, we are going to have a hodgepodge that will break down in 
acrisis and that will satisfy nobody. 

I have no idea what conditions are going to be like in this country 
in 1960 or 1970. But I highly recommend that in your planning you 
consider the possibility that we may be heading for a severe shortage 
in some age groups. i would guess if you had to pick the most pro- 
ductive years of a man’s life you nt pick the ages 30 to 50. Very 
‘soon we are going to experience shortages in this area. 

I have a son who is 24 years of age. There are less people his age 
today than there were when he was born. I don’t mean a smaller 
percentage; I mean less people. We have a missing generation that 
is now in the ages of 20 to 30. They are now coming into their pro- 
ductive years. What effect this may have, I don’t know. But these 
are the ages from which we get foremen, executives, supervisors and 
many of the more productive people. 

A lot of worrying is going on right now about technology and un- 
employment. If you look back to 1958 and 1957 you will recall 
American industry spent $37 billion on new plant and equipment. 
This machinery is being used and causing some unemployment. This 
kind of investment is forced on manufacturers, obviously by a lot of 
factors, including the need for military production and high labor 
costs. 

But as time goes on we are likely to be glad we have this machinery. 
We will be glad if it will increase our productivity. We may be try- 
ing in every possible way to increase the productivity of the working 
people available. You must bear in mind that the principal factor 
in the increase of productivity is the introduction of new machinery 
in factories and laborsaving devices in stores and service industries. 

Bear in mind I am not saying at all that we might not have another 
recession or even a depression. I don’t know. I am simply saying we 
also should consider the other side of the coin and the possibility of 
some labor shortages. 

I will go one step further and presume that these shortages will be 
compensated for by increases in productivity. What this adds up to is 
to further emphasize that in our discussion of State unemployment 
compensation systems, we should consider primarily their operation 
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in times of normal employment. What I have to say from here on is 
from that viewpoint. ; 

From the discussions I have heard here this past week (and I have 
listened to practically all of the testimony), I think the committee is 
sincerely interested in determining the proper functions and purposes 
of unemployment compensation, and I would like to state my concept 
of these purposes. 

In our opinion, the major purpose is to replace part of the wages lost 
through involuntary unemployment by insurance methods that will 
supply a strong incentive for employment stabilization. 

ere are secondary benefits that come from this program. One of 
the secondary benefits, I believe, is economic stabilization, 

I don’t want to go into that in detail. We talk about stabilization 
and the incentive in this program for stabilization, By this we mean 
day-to-day stabilization, week-to-week and month-to-month—yes, and 
even year-to-year stabilization—but not cycle-to-cycle stabilization. 

An employer can’t stabilize his employment between times of good 
business and bad business, such as from 1957 to 1958 or 1959. He can 
stabilize normal operations. 

When you consider economic stabilization, or consider this program 
that is sometimes called a built-in stabilizer, you have to remember you 
are not talking about the total unemployment funds that go into the 
market but the difference between the amount that goes in the market 
in bad times and the amount that goes in during good times. I believe 
much of the effect results more from psychological effects than from 
money circulation. 

Now, of course “need” is considered in this program. If we had not 

resumed “need” in 1935, we wouldn’t have had a program. So there 
1S > aon all the way through it; at least, there is a presumption of 
need. 

I take it, however, that the authors of the Federal standards bills and 
many others believe that this is a wage-loss insurance program, pri- 
marily. I agree. 

I want to talk a minute about uniform duration. To me all unem- 
ployment benefit standards are equally objectionable, But I might 
say, as the saying goes, that some are more “equal” than others. 

The proponents of the bill feel that an important function of un- 
employment compensation is to replace wage loss, But why is the 
wage-loss concept forgotten when they come to duration? 

To put it differently, if duration has to be uniform, why not uniform 
benefit amounts and uniform eligibility standards? 

Here is what I mean. Mr. Meany said in his testimony : “The sec- 
ond measure of the inadequacy of our present unemployment insur- 
ance is in its failure to recover a sufficient portion of the wage loss 
* * *.” But later in the statement he said : “Variable duration, as this 
is called, undermines the insurance principles by focusing attention 
on one’s wage record * * *.” 


What is.wrong with focusing attention to one’s wage record in meas- 
duration ? 
can’t understand why, if the wage loss is going to be used as a basis 
for weekly benefits, it should not be used as a basis for duration. 
Many proponents of duration, including, I presume, the President 


of the United States, certainly haven’t had time to study the eligibility | 
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rules of the States in detail. Others for some reason seem to ignore 

them. I haven’t time here to go into them, but I would suggest that 
before your committee gives any serious consideration to uniform 
duration you should have a look at the requirement for initial eligi- 
bility. 

Many States pay benefits to people who, as far as the State records 
show, have not had any substantial attachment to the labor market 
and cannot be presumed to be dependent on wages for a living. In 
other words, they cannot be presumed to have suffered any substan- 
tial wage loss, enough to be insurable. 

I might say, incidentally, that someone must have misinformed Mr. 
Meany or else there is a typographical error in his statement. He 
says State Jaws once insured all beneficiaries up to 16 weeks. With 
this I disagree. I think if you check the record the only one of the 
first laws that had uniform duration was the Ohio law. Most of the 
laws were built around the model bill issued by the Social Security 
Board. I helped write one of the laws back in Missouri. We were 
using the model bills from the Social Security Board. As I recall, 
that model bill provided one week of benefits for four weeks of work. 
That was the usual ratio in those years. 

The States have recognized the relationship between work require- 
ments and eligibility. 

For wrecbra x New York provides 26 weeks uniform duration, but 
petal gay requires 20 weeks of work before you are eligible for any 
benefits. 

Now, let’s see what happens when you put in the 20 weeks’ work 
requirement without the uniform duration. Ohio has a requirement 
of 20 weeks work, and there 92% percent of the people get 26 weeks 
though they don’t have uniform duration. They have variable dura- 
tion but a high qualification requirement. 

Perhaps if you want a duration standard all you need to do is 
require the States to limit benefits to people who have had 20 weeks’ 
work. Most of the States don’t have this high requirement. 

This kind of a solution, however, would have the drawback that 
in some States it might cut employees of seasonal industries out of 
the program entirely, and these people make up a large part of the 
beneficiaries in some States. 

For example, in Michigan last year about 10 percent of the bene- 
fits paid out were paid in seasonal industries. 

Now, on the matter of wage loss replacement, one of the principal 
objectives of the bill is to increase the maximum benefit, not the maxi- 
mum benefit in a few low States but the maximum benefit in all States. 
The argument is based on the opinion that maximum benefit does not 
— enough of the wage loss. This is an opinion. 

am not so presumptuous as to feel that I could change anybody’s 
opinion, but I would like to express mine. It is that there is not 
necessarily any connection at all or any logical relationship between 
the maximum benefit rate and the wages of the average of all covered 
employees. 

he man who is unemployed is concerned only with his own past 
“— and benefits, not with someone else’s. 

omparisons can be somewhat ridiculous. For example, it might 
seem logical to pass a law providing that maximum employment bene- 
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fits be at least equal to the Federal minimum wage. Twenty States 
already pay benefits more than the minimum wage. 

In a lot of States the people who are paying out the benefits, the 
claim takers, don’t get as much for working as the people they are 
paying benefits get for being unemployed. This is a silly comparison. 

t has no relationship to anything. I don’t think the comparison 
of average wages in the State has very much relevance either. 

I think the important comparison, if we could have it, would be 
the comparison between the benefits paid and the wages previously 
earned by the beneficiaries. But that is a fact we do not have. 

Last year, testifying here, I called your attention to the shortage 
of statistics in this field. I said then one of the things we don’t have 
is any figures showing the kinds of people who exhaust benefits. We 
still don’t have those figures. We don’t have any figures showing 
what is the average wage of the people who draw benefits. I think we 
all concede that the average wage of the beneficiaries is substantially 
lower than the average wage of all covered workers. ; 

As to the matter of averages, we hear a lot about the maximum 
benefit in 1939 and the maximum benefit now. We don’t hear very 
much about the average. The average benefit in 1939 was $10.66; in 
1958 it was $30.50. 

Incidentally, averages can do funny things. We find out from 
the Department of Labor that the maximum benefit in Michigan is 
$30 a week but the average benefit is$36a week. 

We are talking about the maximum for an individual employee. 
Michigan has a variable maximum depending on the number of de- 
pendents. This takes us back to the question of wage loss: Do we 
believe in wage loss insurance or do we believe in payment on the 
basis of need 

People say they don’t like the dependency benefits. I don’t either. 

But there is one fact that has been left out that hasn’t been men- 
tioned, I believe, in connection with these States that have variable 
duration. That is the fact that one of the purposes of variable dura- 
tion is to compensate for differences in take-home pay. We hear often 
that in industry we don’t pay people on the basis of how many de- 
pendents they have. But the fact of the matter is that what the 
guy takes home does depend on how many dependents he has. There 
is a substantial difference between the take-home pay of a man with 
four or five kids and the take-home pay of a single individual or a 
working wife, and the States with variable maximums have tried in 
a very rough way to compensate for these differences in take-home 
pay and that is about all it amounts to. 

Now, I would like to call your attention to the fact that the book- 
keepers have done a lot to upset these systems. Simplification of 
bookkeeping in many cases has Ied to nothing but obfuscation. One 
of the worst things ever introduced in this program was the high 

uarter formula. You would think if you wanted to find out what 
the man earned, you would go back and find out. what the weekly pay 
was and divide by two. But you don’t do that in most States. You 
take a calendar quarter. That isn’t a payroll period in any place I 
have heard of. You divide by a fraction. Some States divide by a 
20th, 24th, 25th, 26th, and up to a 17th of the quarterly wage. 
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Let’s take an illustration of where you divide by a 20th—an illus- 
tration from Illinois. Here is a man who earns $50 a week, and his 
highest quarterly wage is 13 times that or $650. If you divide that 
by 20 you get a figure of $32.50 for the benefit. The maximum bene- 
fit in Illinois is $30, so all he can get is $30. He earned $50 a week; 
he gets $30. He is not getting half his pay; he is getting three-fifths. 
An individual can earn up to $60 a week in Illinois under that formula 
and when he gets the maximum benefit of $30 he would still be get- 
ting half his pay. 

e could earn up to $70 a week if he is single and still be getting 
bale his take-home pay. If he were married the figure would be 
righer. 

When you take the benefit formulas into consideration, I think the 
statement that State laws do not replace half the wage loss of a major- 
ity of claimants is an exaggeration. 

Now, it has been a common practice for the States to pay benefits 
on a sort of a rough curve. They pay as high in Ohio as well over 
100 percent of wages, down at the low level of benefits. Then as the 
scale goes up they pay a lower fraction of benefits. 

I call your attention to the fact that under this bill the State could 
never, at any level, pay less than 50 percent of benefits to anybody. 
The maximum would have to be two-thirds of the average wage of 
the State. The maximum could be more than that; it could be twice; 
it could be 100 percent of the full average wage of the State. It could 
be 200 percent of the full-time wage of the State and yet even at those 
upper levels, you couldn’t pay anybody less than 50 percent, if I under- 
stand the bill correctly. 

I haven't time for much more of this, but I want to say a few words 
about competition. I have talked about incentives in this program, 
and some others have talked about interstate competition. I would 
like to call your attention to the way competition actually is affected 
by unemployment compensation. And this isn’t propaganda; this is 
realistic, I hope. 

In the first place, the average State tax rates have nothing to do 
with it because the average employer hasn’t the faintest idea what 
the average State tax is. He only knows his rate. Maybe he knows 
his competitor’s rate. And he knows that within his State there is a 
wide variation in rates. If a competitor with a stabilized operation 
enjoys a 1 percent or a one-half percent rate or a zero rate, and his 
own rate is 2.7 or 3 or 314 percent or 4 percent, he had better do some- 
thing about it. But it makes no difference to him whether the com- 
petitor is in New York or California or Tambuktu, or right next door, 
and the important thing is that the employer-to-employer variations 
within the State borders are greater than the spread between the aver- 
age rates between the States, and nobody is charged the average rate 
anyway. 

If an employer should consider moving to another State, he would 
have to start out there as a new employer, paying a 2.7 rate, because 
all employers start at that level until they accumulate employment 
experience. High costs can and do drive employers out of business, 
and it is just possible that a high employment tax rate might be the 
last straw that would cause a guy to quit. 

If that happened, if he were that near bankrupt, I think he would 
quit instead of moving to some other State, going to that expense. 
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Now, by contrast, let us see what would be — to happen in my 
opinion under the Federal standards bill. I think this is the likely 

picture: The benefit increases would substantially increase unemploy- 

ment compensation costs. The State legislatures would begin to ex- 

amine the new rules to see how they could best serve their States 

competitively. It would not take much study to see that they could 

take advantage of a flat rate reduction to save money for all of their 

unstable employers. Some might even remove the tax entirely for a 
while if they had reserves over 6 percent of hea At least they 

could reduce the tax rates to 1.2 percent. They could coast for a 
while at 1.2 percent until perhaps a period of heavy unemployment 
might come along. Then they might have to raise taxes for a while. 
Then they could expect the Federal Government and the other States 
to bail them out to the extent of three-fourths of all the cost over 2 
percent of payroll. 

Gentlemen, that plan would call for interstate competition with a 
vengeance. It could come close to forcing the abandonment of ex- 
perience rating and forcing the States to compete with each other 
through the flat rate reduction route. 

Once that plan got going, it would means every employer would 
know what the average rate was because he would be paying the 
same as every other employer. And the rate would be a minimum 
of 1.2 percent of payrolls, plus, in times of unemployment, another 
eight-tenths of 1 percent, State tax, plus one-quarter of the cost of 
unemployment benefits in excess of that, plus whatever taxes might 
be required to support the Federal grants. Anyone who thinks that 
the three-tenths of 1 percent tax would meet that load is not, I think, 
facing facts. 

I believe the unemployment compensation program should serve 
in normal times the purposes for which it is designed—to replace part 
of the wages lost through involuntary unemployment while people 
are mien. for jobs and to allocate this cost to the employment where 
the unemployment occurs. 

If you try to redesign this program to provide the kind of relief 
that woah necessary if we should have another 1932, you will find 
you have destroyed public confidence in unemployment compensation 
and will have wrecked the system that the Congress inaugurated in 
1935 and the States have carried on through the past quarter century. 

For these reasons and many others the National Association of 
Manufacturers opposes federalization of unemployment compensation 
and assumption by Congress of responsibility for financing unemploy- 
ment benefit standards. 

The Cuamman. Does that conclude your statement, Mr. Compton? 

Mr. Compron. Yes, sir. 

The Cuarrman. Let me inquire, if I may, Mr. Compton. 

Much has been said by certain witnesses of the fact that the States 
in determining benefit levels by the various formulas that are used, 
have kept the actual benefit received by the unemployed work up with 
the percentage increase in cost of living somewhat above. On the 
other hand, certain witnesses have pointed out that the benefit today 
is a much lesser percentage of the wage to which it is to relate than 
it was when the program began. - 
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In your theory what is the proper relationship? Should the benefit 
try to reflect the constant percentage over the years of the wages lost 
or should we be satisfied merely with a benefit that establishes the 
proper relationship in cost of living between certain designated dates ¢ 

Mr, Compron. | think the more important comparison is the com- 
parison with wages. Unquestionably the States have looked—— 

The Cuarman. If the benefit itself is to reflect compensation for 
loss of wages it would have to be related to the wages, would it not? 

Mr. Compron. Yes, sir. 

The Cuamrman. And we should not be misguided, I take it, from 
what you say, in accepting a benefit as being adequate merely because 
it compensates for the rising cost of living between certain dates. 

Mr. Compton. No; I think the more important relationship is with 
the wages if you are talking about a wage loss insurance program. 
I think there is no question of the fact the States do look at cost of 
living. I think this is inevitable. I think everybody has to look at 
the cost of living. 

The Cuatrman, Aside from the question of how you go about it, 
whether you impose Federal] standards or not, can we reach the con- 
clusion on the basis of this thinking that the States have actually done 
as much as should have been done in keeping the benefits over the years 
related to the loss in wage ¢ 

Mr. Compton. Are you asking me whether the States have done as 
much as they should have done? 

The Cuamman. Yes; that is the point. 

Mr. Comrron. I don’t know. I could express a private opinion. I 
have the opinion that in some States benefits seem a little low to me; 
as a matter of fact, I had something to do with the original law in 
Missouri. At that time they looked a little low in Missouri to me. 
As I recall, we paid a $15 maximum and our average may have been 
S7 or $8. That looked a little low to me for a man to live on. Asa 
matter of fact, when you say the average wage in Missouri at that 
time was, I have forgotten what the figure is, middle twenties, $23, 
$24, maybe $20, that looked a little low to me right then for a man 
to live on. I think if you examine the figures you will find a lot of 
that is part-time work. Of course we had some of the people, I guess, 
living on the apples they were selling in the streets of St. Louis. Our 
scales were pretty low then. 

I don’t know why $15—as a matter of fact why the benefit schedule 
in 1939 should be any standard that we should go by today one way or 
the other. I think most of the States have done a good job. I have 
not had for 18 years anything to do with any State legislation and 
it Pres not been my responsibility to judge these laws except just as an 
outsider. 

The CHarman. I am asking the questions because I don’t want to 
be in the position either to pass judgment on the final analysis until 
I have all the facts on whether this or that State has done what I my- 
self might think is a proper and adequate job. 

But what I am concerned about is this: As these hearings have 
developed we have had the charge made that these benefits paid today 
as a percentage of wage losses, though they are higher than they 
were paid in 1939, are still less than the percentage of the wa 
paid in 1939. Actually benefits should be based upon a certain 
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percentage of the wage that is lost because that is what we are trying 
to compensate for and if we are to attain either as a direct objective 
or a secondary objective a degree of economic stabilization as a result 
of the use of this program we must be concerned, I think, with the 
percentage of the offset of the wage that is lost. 

We have Governors come to us and we have telegrams from other 
Governors telling us that it is impossible for them, for various rea- 
sons, to bring about these increases that more nearly relate benefits 
to wages percentagewise. Therefore the Congress should step in and 
tell the States what to do. 

I have said that I have always disagreed with the philosophy of tell- 
ing the States what to do. 

But are we, Mr. Compton, in the position where we must take notice 
and recognize the validity of some of these statements before the 
committee, namely, that if this matter is left forever to the States 
these benefits will not keep in proper relationship to the wages? 
Wages have risen a lot more than the benefits that are supposed to 
compensate for the wage loss. 

Are we in that fix the President has told the States that in his 
opinion they have not done as much as they should. He is asking 
them to do more? 

We could tell them we want them to do something more, but prob- 
ably it wouldn’t mean any more for us to thell them than it would 
for the President. I wonder just how we get out of this situation 
if we are to make unemployment compensation adequately serve the 
purpose for which it was originally intended. 

Mr. Compron. Well, I believe the relationship should be to wages 
primarily. Now, as to what wages you refer to, there may be some 
differences of opinion. 

The Cuarrman. I am not talking in terms of 50 percent of the wage 
_ as of a given week or anything of that sort. 

Mr. Compton. I see. 

The Cuatrman. What I am talking about is how do we go about 
the establishment of the relationship that we think is proper as a 
percent of wages over a certain period, that we are to give this in- 
dividual in compensation for the wage under this insurance program 
in order to carry out the philosophy that is in it of serving as an 
economic stabilizer ? 

Mr. Compton. That is an awful long question. I am not sure just 
how we go about figuring out what the percentage of wage ought to be. 
The legislatures obviously feel that, as I said before, the percentage 
of wage loss replacement should not be the same at every level. In 
other words, at the low levels the percentage of wage loss replace- 
ment should be much higher than it 1s at the upper levels, and this has 
been generally true in these laws. 

The Carman. I agree with all of that, but now we do have a re- 
sponsibility here, I think, of looking at the situation nationwide and 
determining whether or not an instrumentality that is established to 
create economic stability or to tend to assist in the establishment of 
economic stability is properly working or not. What I am trying 
to get, because I consider you among others to be very eminently quali- 
fied in this field, is some idea of how we can judge whether or not what 
the States have done is a satisfactory solution of the desire that we 
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have for this program to serve its maximum purpose in economic 
stability. How can we measure it 

Mr. Compron. This is a very hard thing to do. We have had com- 
mittees of our association that have studied this question of adequacy 
in benefits at some length. I don’t know how to determine a measure. 
The thing I would like to see, and I would earnestly suggest that your 
committee on administration take a good look at the statistics available. 
I would honestly like to see some figures showing what were the prior 
earnings of the people who got the benefits. ‘These figures we can’t 

et. 

The CuarrmMan. I remember in our report of the Ways and Means 
Committee accompanying the first bill on unemployment compensa- 
tion, as 1 go back and read it now, it seems that the members were 
bemoaning the fact that we had not enacted unemployment compensa- 
tion back in 1922 or 1923, so that it would have been in effect when 
the depression came in the latter part of 1929 and early part of 1930. 
The committee said in its report had we had such a program then un- 
doubtedly some $214 billion could have been spent, I don’t know within 
what time, perhaps within a year, in benefits and that this in and of 
itself would have materially softened the effect of the depression and 
perhaps have reduced the depth to which we went in that direction. 
You probably remember reading the report yourself. 

Mr. Compton. Yes. 

The Cuamrman. The committee, as I see it, was not thinking sec- 
ondarily in terms of the economic stabilizing effect of this program 
but was thinking somewhat primarily in terms of its effect upon the 
economy and stabilizing the economy. 

Now, if it has that virtue, then how do we judge whether or not 
it is as of today serving most effectively in that direction? Isn’t 
that the question that we have to decide, before we would be correct 
in telling the States, by standards, what they should do? 

Mr. Compton. Yes. You would have to decide, of course, that if 
the States are not doing the job before you establish standards. 

The CuarrmMan. I know. But isn’t that the criteria of determining 
whether the States are or are not doing the job? 

Mr. Compton. The cyclical effect 

The Cuatrman. Is it under the standards of the States making 
this maximum countercyclical effect ? 

Mr. Compton. No, I don’t think the standards of the States are 
giving the maximum countercyclical effect at all. 

The Cuamman. You do not? 

Mr. Comrron. No, sir. I think the more you raise benefits the more 
countercyclical effect you are going to get. 

The Cuairman. Of course. There can be a point beyond reason. 

Mr. Compton. Let’s go back to 1935 when the report was written 
that we are talking about and the situation then went back to about 
1932. I don’t believe anyone on the committee felt that the payment 

of benefits at the levels then contemplated, which was, let us say, 4 to 
16 weeks’ duration, that period would have prevented that depres- 
sion. It might have moderated it a little bit. 

The Cuarrman. I didn’t say it would have prevented it and the 
report didn’t say that. 

r. Compton. I think it would have had some stabilizing effect. 
The CuarrMan, That is what the report said. 
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Mr. Compton. I believe that the unemployment compensation pro- 
gram this past year, coupled with the temporary unemployment com- 
pensation program have had some stabilizing effect unquestionably. 

The Cuamman. Mr. Compton, what I am trying to get to is, that 
there is a difference between the duration ey as I see it, and the 
amount that you pay in benefits, and to whom they are to be paid, in 
serving this purpose of economic stabilization. I believe that this 
program should never be used to pay benefits for a period that far 
exceeds what we might call temporary adjustments in employment. 
They should not be given for 2, 3 or 4 years or something like that 
to take care of people under this program. There must be some other 
way of solving their problems than to do it through this program. 
The duration to me is not as important under this program as the 
extension of the program to people who are not covered and the 
determination of what we think or what the States think is the amount 
that they should be paid, within the period determined, in the way of 
compensation for lost wages. 

Now, you would agree, I am sure, that the program should be ex- 
tended in every instance where it is administratively feasible and 
practicable todo it. Iam sure you agree with¢hat. 

Mr. Compton. Yes, sir. 

The CyarrMan. You would agree with the philosophy of going to 
employers of one or more, would you not ? 

Mr. Comptox. With the philosophy, yes. I don’t know whether I 
would agree with the practice or not. I have not had enough to do 
with it. 

The Cuamman. That would not apply to your membership. I 
know it would not. 

Mr. Compton. No. 

The CHaimrman. If we can make it work for the stabilizing effect 
with respect to some, we should try to get as many others in to serve 
» that purpose as well as to take care of their needs in unemployment, 
should we not ? 

Mr. Comrron. I think that is right. Whenever it is administra- 
tively feasible and you can measure the unemployment and so forth. 
You cannot measure the unemployment of self-employed people and 
a lot. of groups. 

The CHarrman. That is true. I am talking about the States that 
only now cover those employers of four or more. 

Mr. Compron. That is right. 

The CHatrMAn. We found in some States it is administratively 
possible to cover employers of one or more without any difiiculty. 
Maybe it reduces administrative problems. Wherever we can extend 
it you would think that it would be in keeping with the basic philos- 
ophy of the program to do so, would you not ? 

Mr. Compton. Yes, certainly. 

The Cuarman. In the case of a nonprofit organization, having been 
connected with it all these years, do you know any reason why it 
should not be extended to the employees of the nonprofit organiza- 
tion ¢ 

Mr. Compron. Excuse me. We area nonprofit organization, but we 
pay the tax and have all along. 

he Cuatrman. You do that yourselves? 
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Mr. Compton. Oh, yes. 

I have not really studied it, but my impression is this relates to 
church organizations, hospitals, and eleemosynary institutions. I 
think they are the only ones who are exempt. I do not know any- 
thing about employment in those places. 

The Cuarrman. The exemption, of course, is set forth in the orig- 
inal act we passed. I do not believe it has been amended since it was 
passed, has it ¢ 

Mr. Compton. I do not recall that it has. 

The Cuarrman. But wherever it is feasible we should extend it in 
your opinion ? 

Mr. Compron. Yes, sir, as a general philosophy, yes. When you 
come to the practice, I say you are getting into a field I know nothing 
about. 

The CHatrman. I am talking about the Federal Government 
requiring its extension. 

Mr. Comrron. I do not think that is necessary at the present time 
particularly. The States have extended it in many cases, and I believe 
where the States find this necessary they probably have acted. 

The Cuarrman. What I am trying to find out, Mr. Compton, is 
this: We did this thing initially for a specific purpose. If we find 
here that that purpose is not being carried out in the best way, then 
it would seem to me that there is nothing wrong with us saying we 
want it to apply to more people. We said in the re wy to whom 
it would apply. Can we not say we want more people put under this 
program 

Mr. Compron. Certainly you can. You did that once. 

The Cuarrman. I want that justifiably so. 

Mr. Compron. I think so, if you find that to be the fact. 

The CuHareman. That is what I am thinking. I have felt it would 
be advisable for us to extend the coverage of it and to require a 
gross degree of uniformity in the coverage of employers of less than 
our employees among the States. But I have concern, as I have 
said before, about telling the States what they must pay and how 
long they must pay it because I want to be more enlightened on 
whether or not what the States have done reflects the proper use of 
the program for this purpose of economic stability as well as provid- 
ing for the needs of individuals when they are unemployed. 

Vhat can we do other than provide standards, if we reach the 
conclusion that the States have not done enough. If we do not want 
to tell the States as a prerequisite of qualification that they have to 
do certain things, how do we go about getting them to do it? 

Mr. Compton. Well, I do not know of any way you can get them 
to do it if you do not tell them to. 

Could I comment for a moment on that question ? 

The Cuatrman. Anything you can do to help me, I would appre- 
ciate. 

Mr. Compron. Perhaps I might tell you, and I guess I know it as 
well as anybody, the attitude generally that I find among employers 
toward benefits. It is about like this: In the first place, let me say 
] this: I believe that it can be shown that the majority of the people 
} how drawing unemployment benefits in the United States are getting 
50 percent of their wages or more. I believe it can be shown—I would 
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not say it can be shown, but it seems quite likely despite the figures 
that appear to indicate to the contrary—that the majority of people in 
the United States who are drawing benefits are now getting 50 percent 
or more of the wages that they earned when they were working. 

I might describe to you this way the attitude of employers regard- 
ing the amount of benefits—and I believe that this attitude to a con- 
siderable extent is shared by the public—when an employer has a lay- 
off and his people that have been working for him for a long time are 
out of work he wants them to get substantial benefits, a substantial 
portion of what they were previously earning, but there are in Amer- 
ica a lot of employers in long periods of time whose payrolls have 
been constantly on the increase, who have been employing more peo- 
ple every month for a period of a year, 2 years, and 3 years, and so on, 
even some, I suppose, during the recession. They find that the only 
benefits they pay that are ever charged to their accounts are voluntary 
quits primarily. There are a few, I suppose, who may be discharged 
for misconduct. I think these are minor cases. There are a lot that 
are retired on pensions because most of the States pay unemployment 
benefits to retired people on pensions. 

There are a lot of these cases that the employer looks upon as wind- 
falls to the individual, and he does not like those. I do not believe 
the public likes those. For that reason, being apparently unable to 
prevent the payment of benefits of these people—and this is a matter 
of opinion, of course—these people that we think ought not to get 
them, I say that is opinion—there being apparently no way to prevent 
these payments, they feel that the only way to assure the integrity of 
the program is to leave a considerable margin as an incentive for peo- 
ple to go back to work. These cases are not minor. 

There is a study that has been made recently that I saw indicating 
that 40 percent of the benefits in Pennsylvania, 40 percent of the bene- 
fit cost, as I recall the figure it was either 40 percent or 40 million. 

Mr. Atcrr. Forty million. 

Mr. Comrron. Was made to pensioners and people who quit volun- 
tarily and people who were in general not available for work, not 
normally considered in the labor market at least. They might have 
been “available” for work. 

The Cuatrman. Mr. Compton, if these are prevalent abuses, I 
would certainly say that it was not intended initially under this pro- 
gram for it to serve to provide unemployment compensation to people 
who have quit work to retire and draw the pension either from the 
industry or from social security or some other reason. If there are a 
number of those kinds of operations that are in effect today contrary 
to what I think must have been the original intent of the program—— 

Mr. Comrron. They are not contrary to law though. 

The Cuatrman. I know. But we were not trying to compensate 
the individual for anything other than the loss of wages when he 
became unemployed and was available for work and wanted a job 
and was diligently seeking a job, suitable employment. 

If there are those kinds of situations that were not contemplated, 
perhaps if we would put in some prohibitions in order for States to 

ualify against just things as that, it might enable them on their own 
then to have money left over to do a better job of providing benefits 
for those people that are contemplated to receive benefits under this 


program. Is this possible? 
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Mr. Compron. As I say this is in accordance with the philosophy 
of employers across the United States, except that we do not believe 
that it should be done by Federal standards. We believe that the-—— 

The Cuairman. If there are abuses going on in the States that do 
not carry out the original purpose of the Federal law you would still 
not have an act ¢ 

Mr. Compron. No,sir. I would not. Here is a situation where the 
people of a State through legislation have said in effect, we are going 
to give a moderate benefit, we are going to give it to a lot of people. 
These people are here, they vote, they are part of the State like any- 
body else. These people who are on pensions or quit voluntarily or 
who do not want to take a job different than the job they had before 
or who are in localities where there are no jobs. We want to pay some 
benefits to these people and at the other end of the scale we want to 
leave a substantial margin for an incentive to go back to work. If 
that is the decision of these States, I do not think it is the responsibil- 
ity of anybody sitting here in Washington to say they are wrong. _ 

I may think some of this is wrong. If you would like me to outline 
what I think is wrong with State laws, I could talk here for 314 hours, 
I am sure, because I see a lot that in my mpnien is wrong with them. 

The CuHatrMan. I am sure you could. But come back to my ques- 
tion, whether or not the State programs are doing these things in such 
a way which may appear to you or to me to be wrong in such a wa 
as to not carry out the maximum possible extent, the intention of this 
program initially. If there are many States that do what you are 
saying is done in one State I was just raising the question whether 
or not, if we prevented that use of benefits, there might be a greater 
amount left for the payment of benefits for people whom I think the 
program was intended to serve. 

Mr. Compton. That again was a long question. I cannot recall 
all of it. 

The Cuatrman. You said that even if we run into those situations 
where we think the program is not being properly carried out we 
should do nothing about it ? 

Mr. Compron. Yes, sir. There are many variations in State laws. 
I think a Federal standards bill, this one at least, would substitute 
for these variations a uniformly bad law. By way of illustration in 
some States you can hold up somebody with a gun and go to jail for 
a couple of years. In other States it is a capital offense; you can be 
hanged for it. We do not go into a State and say, your penal code is 
wrong or the other code is wrong and you have to change it. I do not 
believe the Federal Government should do that in this program. I do 
believe on the whole the States have done a very good job; and I might 
say that since the President urged them to improve their laws, a great 
deal has been done to improve their laws. 

I am not bringing in statsitics here from the States. I do not even 
know the law of the State that I live in. I don’t work in connection 
with any particular State any more. I believe it has been shown there 
has been tremendous improvement of these laws this year and the 
States are constantly amending and improving their laws. I do not 
believe you can say that the program is not meeting the purpose for 
the purpose for which it was + a ara 


ow when you throw in the word “maximum” you can say certainly 
that the States are not paying the maximum amount they could throw 
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into the marketplace in a period of unemployment. They could never. 
I do not know what the maximum would be. I mean that word taken 
literally. When you say literally that they are not doing the maxi- 
mum, I would have to agree with you, because you can always do more. 

The Carman. I have not said it would be any particular amount. 
I am asking questions, and I do think that we have a perfect right to 
inquire into the program and if we find deficiencies within the pro- 
gram that prevent its operation from carrying out the purposes for 
which it was legislated initially to the maximum extent possible, or 
feasible, if you prefer, that we have a perfect right to see that the 
program does in the future carry these objectives out in that way. 

Mr. Compron. Yes, you have the right, sir. 

The Cramman. I do not think that we should let a program go 
along here for 25 years and not propose to amend it in any respect if 
we find abuses under the program, if there are any, and [ am not 
saying there are, but I do not know enough about it yet. But if we 
do find that there are abuses in the program, we should try to correct 
those abuses. 

If we find there are weaknesses in its present operation, I think 
we should try to correct those. What I have asked you today is how, 
if we do find them, we can go about correcting them without the impo- 
sition of standards because I have said I have never wanted a system 
- Federal standards telling the States everything that had to be 

one. 

Mr. Compton. Well, you are asking how you can do it without 
standards, without a law. I do not know any way to do it, to require 
people to meet the standards without saying so, I mean without 
passing a law. You can recommend, you can urge, you can suggest as 
the President has done. But there is no requirement in the United 
States that anybody do what the President wants them to do, unless 
you put it in law. 

The Cuammawn. I am not saying that the program is not operating 
in a satisfactory manner or that it is not serving this maximum feasi- 
ble objective. There is a limit to which you can go in all these things 
just as there is a degree of reasonableness about it in order to ac- 
complish any worthwhile objectives. Maybe that is the situation. 
What ( am getting at is if we should find here that i¢ is not the 
situation how can we attain those objectives, short of telling the 
States by statute what they have to do4 

Mr. Compton. I do not think there is any other way. 

Mr, Mason. Mr, Chairman. 

The Cuarmman. Mr. Mason. 

Mr. Mason, Mr. Compton, we have been told that wages today 
are four times as high as they were in 1935 or 1936 when this program 
was adopted. Therefore, we should have the standard benefit four 
times as high as it was then: $15 then, $60. And we have been told 
on the other side that the cost of living has gone up double in that 
time; therefore, the only standard benefit we should set out should 
be double what the $15 was and make it $30 now, so that you could 
buy the same amount of goods. 

There are the two problems that have been given to us, and I 


gather “te lean toward the wages theory. 


Mr. Compton. Yes, sir. 
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Mr. Mason. You say that your organization is opposed to the 
recommendation of the Treasury to change the tax base for unem- 

loyment ? 

Mr. Compton. Yes, sir. 

Mr. Mason. Do you think that if the Federal Government is not 
getting enough to administer the program with its 0.3 of 1 percent, 
not getting enough with its 0.3 of 1 percent, to keep that Reed loan 
fund build up, then the simple and proper and natural thing would 
be to increase the 0.3 of 1 percent to 0.4 or 0.5, what is needed, rather 
than change the tax base? 

Mr. Compron. Yes, sir. 

Mr. Mason. I am in full accord with that. I do not see why we 
should upset the tax base and throw everything helter-skelter in order 
to get enough money for the Federal Government to administer this 
program right, 

That is all, Mr. Chairman. 

The CuarrMan. Mr. Harrison will inquire, 

Mr. Harrison. Mr. Compton, what did you say your position was 
about the inclusion of hospitals ¢ 

Mr. Compton. I said I do not know enough about it to express an 
opinion, 

Mr. Harrison. As I understand the Federal law, the State is now 
forbidden to include them; is that right ¢ 

Mr. Curtis. No. 

Mr. Compton. I do not think so. I do not believe so. 1 think they 
are just not subject to Federal tax. I remember some things you had 
before this committee sometime ago about bringing churches into 
social security and things like that. 

Mr. Harrison. They are excluded from the tax; is that correct? 

Mr. Compron. That is my understanding. 

Mr. Harrison. Which has the effect of keeping the States from in- 
cluding them unless—— 

Mr. Compton. No; it does not keep them from including them. 
The States bring into this program a lot of people. I do not know 
into the program people who are not subject to re ederal tax, not only 
how many, but there are a number of cases in which the States bring 
smaller employers, but other kind of employers, 

Mr. Harrrson. They are not under the Federal statute? 

Mr, Cometon, No, sir. 

Mr. Harrison. You are not prepared to say anything on that ? 

Mr. Compron, The kind of nonprofit organization I work for, I 
want to make it clear, is, and always has been, taxed. 

Mr, Harrison. Thank you. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. Mr, Compton, the chairman has been asking questions 
that I very much appreciate in regard to the board aspect of the un- 
employment insurance program as it affects our entire economy dur- 
ing the periods of maximum employment and during periods of re- 
cession, and I think that that is the proper concern at the Federal 
level. However, I was not entirely sure in the answer to the ques- 
tions as to whether the theory was fully developed. 

Now, in answer to the questions whether this program has had the 
maximum effect as far as the countercyclical operation, built-in, in 
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a period of recession, you answered that, of course, it had not, it could 
be much greater. You could increase benefits, of course, and could 
affect the duration. : 

I want to ask or point up and see if you agree with me, what. are 
the guidelines that keep us from just making it 100 percent of wages. 
Is it not because of the need to have incentives in this system that try 
to encourage people to become employed rather than merely to re- 
main on unemployed rolls? That would be one factor that. would 
have to be considered in the amounts which should pay; is that not 
correct ? 

Mr. Compton. Yes, I believe it is. I think it is important that this 
be kept as an incentive system on both sides, that the incentives for 
employers are right, and the incentives for employees are right. Inci- 
dentally I think on the employer side the incentives are wrong at 
the present time. 

Mr. Curris. Likewise some of the policing aspects of the thing, 
which of course, I appreciate some of the witnesses have objected 
to such as the experience rating, which I have always Jooked upon as 
one good aspect of it and an incentive to the employer to try to keep 
stable employment if he could; but, secondly, an automatic policing 
on his part to be sure that benefits are not paid to people that might 
not be entitled to them. 

Mr. Comrron. I think this policing is awfully important. You 
see, if you are running an employment service you are deciding, or 
you are on an appeals board, or an administrator, deciding whether 
Mr. Smith eee get benefits or whether he shouldn’t. You have 
a certain set of rules that you look at. The man must be available for 
work, so he comes in and signs a form which says, “I am available 
for work.” Now unless you are a mind reader there is only one way 
that you can find out whether he is available for work or not and that 
is to offer him a job. If you do not have a job to offer him, there is 

no way in the world to find out whether he is available for work or 
not. 

You know some funny things happen in the employment serv- 
ice. They are very natural. There is’ a very high turnover in 
the employment service. One reason is that that is the best place 
in the world to find a job. Ifa good job comes in, you see it, and you 
take it and you go. e administrators say the turnover among the 
regular help in the employment service is exceedingly high. The 
people who are left there, particularly at the higher levels, are people 
so dedicated to this work that they lave turned down many higher 
priced jobs and many better jobs. 

Mr. Curtis. To get back to this broad concept, though, as I see 
it from one angle, at the Federal level, when we are trying to have 
this system built in here, and it has been an excellent system in my 
opinion, as a countercyclical operation that goes into effect during a 
recession, the reason we are limited in extent to which we can use it 
in that regard is the other values that we have that we want to 
encourage, stability of employment; and, secondly, to prevent a abuse. 
If either of those two things got out of kilter, we would be damaging 
the very thing we are trying to help as I see it. 

Having gotten that part of it outlined, I now want to revert to 
what the chairman has pointed out, and rightly so, to see what. kind 
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of list we have as to what level we might say is the most effective level 
for payments and duration in relation, I might say, to or in balance 
with these other values. 

Now you say that you think that the wage is a better reference 
point than the cost of living, in effect ? 

Mr. Compron. As between the two, I think so. 

Mr. Curtis. Yes. I happen to agree with you incidentally. You 
also point out, though, that you question the merits of just taking, 
just using 1935 as a reference point because who knows whether 1935 
figures that were adopted then are the proper ones. But it is a good 
reference point to see what progress has been made. You will agree 
with that 

Mr. Comrron. That is right. 

Mr. Curtis. Now then the point of a lot of witnesses has been that 
the State system has kept up pretty well with the ratio that existed 
in 1935 between payments and costs of living but what has not 
kept up has been the payments in relation to wages. 

Now then, you made a point that the chairman just passed over 
as if it were irrelevant, but I thought was very basic, and I want to 
be sure I got it. You felt that even in reference to wages that prob- 
ably it should be weighted at the lower levels and as you got into 
higher wage scales that the ratio should be less. Did I understand 
that correctly ? 

Mr, Compton. Yes. I think I agree with that. It certainly is the 
viewpoint of the State legislatures throughout the country casey 
practically all the provisions of laws are weighted in that way. They 
give a higher percentage at the low level and a lower percentage at 
a high level. 

Mr. Curtis. I certainly agree with that, and I think it is a very 
important factor to follow out the chairman’s point of view. 

The reason is because I do believe that the Chairman put his finger 
on the very basic problems involved here in discussing this counter- 
cyclical effect. 

Now we could have cost of living or we could have wages. The 
point I think Mr. Compton has made was that even using wages, 
which he thinks is right and I happen to, too, that there is a weighted 
formula at the lower scale of your wages—and there should be; as you 
go up in higher wage categories, you would be given less benefit per 
thousand dollars. Incidentally the same thing is in the social security 
system, too. So, if that is so, this committee would have to try to 
evaluate that aspect, too, in trying to determine whether or not the 
States have been doing an adequate job as far as this overall problem 
at the Federal level is concerned. 

Would you not agree with that ? 

Mr. Compron. Yes, sir. I agree that there is this sliding scale and 
that also at some point in unemployment compensation you come to 
a figure at which you say, “We ain’t going to give any more.” 

Mr. Curtis. That is not because we want—don’t want to; it is just 
because we would destroy these other values in trying to encoura 
employers to keep stable employment and also the need for a built-in 

policing operation. 
. Mr. Compron. I think it is partly because we do not want to. 


Every once in awhile you will read in the paper about some bank offi- 
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cial or highly paid movie actor coming in and getting unemployment 
benefits. 

Mr. Curtis. I see. 

Mr. Compton. It is all right. It is according to law. But, at 
some point we quit, we do not give them any more. We give them 
$20 a week, $30 a week, $40 a week, or something, but no more. I 
think everybody ought to agree that at some point there ought to be a 
limit. And the difference of opinion here is as to where that limit 
ought tobe put. That is all. 

r. Curtis. Then one final thing which I think is very crucial, too. 
I think in your statement, and I want to be sure, you said that you felt 
that this committee, in trying to reach this evaluation of how well the 
States have been handling this program, have to look at not just the 
average wage scale in a State or in the Nation, but, rather, what were 
the scale of wages of those who are now getting the unemployment 
benefits. 

Did you make that point ? 

Mr. Compton. I did. I think it is a very important point. 

Mr. Curtis. Ido, too. I think it is very basic. 

Here is why I think it is basic: This recent unemployment indicates 
that it has been the unskilled workers who largely are in the unem- 
ployed group, rather than the skilled. If that is so, of course, the 
wage scale of those receiving unemployment benefits is below this 
average and, therefore, it well might be the people actually on unem- 
ployment benefits may be getting, and you suggested they were get- 
ting, 50 percent of their wages if they were actually in the market. 

Toe pointed out, if I am correct, that those figures are what we 
need to get, and we don’t have these figures. Am I correct in that? 

Mr. Compron. That is right. We don’t have the average wages 
of the people who draw benefits. 

Mr. Curtis. The reason we have to get that if we are going to 
» do a job is, if we set a Federal standard of 50 percent based on aver- 
age wages when really that was not the people we were administering 
to, we could be destroying these incentive factors that we have been 
previously referring to, so we have to know, in my judgment, who the 
unemployed are and what these wages are. 

If there is going to be any Federal formula, which I certainly do 
not think we are in the position of attempting to do now—the States 
know a great deal more about this, I suggest, than this committee, 
because they have been living with it—we certainly have to have those 
statistics as best we can get them before we move ahead. 

Would you agree with that? 

Mr. Compton. I would like to comment on that a moment, if T may, 
and I am not a statistician and I am not an expert on statistics. 

I believe the figures on average wage that you are using are not 
BLS figures. I am not sure, but I don’t think the BLS publishes 
any overall figures. They publish them by industries, by States. 1 
think the figure you are using is a figure that comes from the Bureau 
of Employment Security. 

Mr. Currts. Yts. 

Mr. Compton. It is based on questionnaires and is an overall figure 
of all the people who are covered by unemployment compensation 
laws. That includes all your executives and high-paid people as 
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well as the boys who set pins in bowling alleys, and so on. It in- 
cludes a lot of people who a not draw benefits. 

You mentioned the unskilled. There are many illustrations that 
would indicate that the people actually drawing benefits are at the 
lower levels. For example, if you are running a steel mill and you 
have a layoff, the first people laid off are the low seniority people 
normally. You will first lay off the people who haven’t been there 
long enough to get up to the higher scales and so forth, so I think 
there are many reasons why the people without jobs are the people 
who, when they were working, were probably not making as much 
us the average. 

This average you are using I believe compares pretty favorably 
with the average wages in manufacturing as published by BLS, and 
the average wages in manufacturing are pretty high. 

If you look through the figures of BL —I do not want to take 
your time with them—the average wage in department stores is $50; 
food and liquor stores, $65; apparel and accessory stores, $49. 

Mr. Curtis. I might comment that yesterday we had the vice 
president of the Pacific Bell Telephone testify and point out from a 
‘Series standpoint what the Machrowicz bill with this formula 

ased upon an average in the State of California would do in regard 
to their unemployed. It would increase way beyond the maximum 
benefit in California, and California has been doing a pretty d 
job and giving people who are on unemployment way bayend tthe 
50 percent because they happen to be in this lower category, and I 
thing it is a truism, as you have pointed out, that in unemployment 
it is usually going to be the lower-paid employees who are going to 
be the first ones in the unemployed market. 

Therefore, you are going to get into a situation, and I regret to 
say I think we have gotten into it, where the incentive of these lower- 
paid people to get back into the labor market has been watered down 
considerably because these percentages applied to them is a pretty 
favorable figure. 

Mr. Compton. The incentive is very low. 

I would like to point out another thing. A lot of this may sound 
like criticism of people, but I don’t know whether it is or not. 

We talk here repeatedly about the fact that we pay benefits as a 
matter of right. To you and me that means that we are paying a 
benefit which a man gets under law as contrasted with having a case 
worker go out and look at his family and see how much he needs, but 
I believe to a lot of people this expression, “benefits as a matter of 
right,” coupled with misunderstanding of the whole program and a 
belief that they have paid a tax for insurance—if I may digress there 
a moment, I think that many people in the United States believe that 
the social-security taxes they pay that are deducted from their wages 
are for unemployment compensation, and they think they have paid 
money into this program for insurance which they can get as a matter 
of right when they are unemployed. And that is why you often hear 
the expression, “I can’t go back to work right now or I lose my un- 
employment benefits”: and this is said in all sincerity by people who 
believe that they have this coming to them. 

Then you look at the incentive, and remember the incentive is not 
what is offered for the job; it is the difference between what you are 
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now getting in unemployment pay and what you would get if you went 
back and worked 5 days a week, and many times that difference is 
mighty small, particularly toa man with no responsibilities. 

We do know this much, and of course it has been said before, that 
half the people on unemployment compensation have no family re- 
sponsibilities, 

Mr. Curtis. Thank you. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. Mr. Compton, first of all let me say, as one who 
probably does not share the conclusions of your association, that I 
want to compliment you for a very fair, honest, and clear statement 
of the position of your association. 

Mr. Compton. Thank you. 

Mr. Macurowicz. I am particularly happy to know that this un- 
certainty that has been existing in this committee for some days as to 
whether the unemployment compensation benefits should be related 
to the increased cost of living or to wages has, I think, been pretty 
pees wong cleared up by now. I want to share your views completely 
on that. 

I just want to ask you one question. 

You have stated that this bill that we have introduced will substi- 
tute for good and bad features of the State unemployment compensa- 
tion law a uniformly bad national pattern. 

Mr. Comrron. I had reference "ee to uniform duration primarily. 

Mr. Macnrowrcz. If it established a uniformly good pattern, would 
you approve of it? 

Mr. Comrron. No, I don’t believe I would. 

Mr. Macnrowicz. I thought probably the objection you had was 
that the pattern was bad and the standards we set were too high. 

Mr. Compton. No, sir. 

As I said in the beginning, we are opposed to the principle of Fed- 
eral standards in unemployment compensation. 

Mr. Macurowrcz. The chairman, I believe, asked you how can we 
get the States to do what the law expected them to do except by 
standards. Do you know of any other way? 

Mr. Compron. As I understand the question, it was this: If we 
believe that the States must make a change in their laws, how can we 
make them do it except by a statute? And I don’t believe there is any 
other way. 

Mr. Macnrowricz. Except by standards? 

Mr. Compton. That is right. 

There is another way, a way that frankly I would prefer, and that 
would be to have a completely Federal system. I think that would 
be better than the mixed system you would have under Federal stand- 
ards, because I believe under your bill the Congress would be fixing 
the benefit levels, and the duration, and other major factors, and you 
would leave to the States the determination of who qualifies, and 
who is disqualified, and all of those things. And honestly I believe 
you would have such a hodgepodge resulting from that division of 
responsibility that I would S ccienthy think it might work out better 
if you would have a Federal system. If you did it my way. 

If you had a Federal system, the way I would want it to be would 
be that you would have a new agency of Government devoted en- 
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tirely to the administration of unemployment compensation, and I 
would think you would almost have to have an additional committee of 
each branch of Congress to supervise it because a job with all that 
detail would be too much. 

Mr. Macnrowicz. Would you advocate such a Federal system ? 

Mr. Comrron. No, sir; I would not. 

I say I would not think it would be as objectionable as the division 
of responsibility that would occur under the bill. 

Mr. Macurowicz. I believe you were here during quite a bit of the 
testimony of yesterday. Were you here when Father Becker testified 
yesterday 

Mr. Compron. Yes, sir; I was. 

Mr. Macurowicz. And you heard his proposal for a so-called sup- 
plementary system which would be triggered into action when a cer- 
tain emergency arises in a particular State or locality ? 

Mr. Compron. Yes,I did. I also read the article that he mentioned. 

Mr. Macurowtcz. I wonder whether you could give us your views 
as to what you think of that proposal. 

Mr. Comrron. Some similar thoughts have been discussed by our 
own people; obviously with no conclusion as yet. I think it merits 
very careful study. 

Mr. Macurowicz. You would not care to say now that you would 
approve such a proposal ? 

Mr. Compton. No, it is too new. I don’t think it has had enough 
thought. I couldn’t say “Yes” or “No” on it. It is something that 
certainly deserves a great deal of study, I think. 

Mr. Macurowicz. Thank you. 

The Cuatrman. Mr. Alger will inquire. 

Mr. Arecer. Mr. Compton, on pages 13 and 14 of your statement 
you go into this matter of the characteristic of unemployment com- 
pensation beneficiaries. You say there are not any figures showing 
the average prior earnings of exhaustees or how long they have 
worked. You point out that we need statistics in this field. 

You say that this bill has no provision regarding benefits below 
the maximum and then, at the bottom of the page, you say: 

By eliminating from the system the people who have quit voluntarily, who are 
not looking for jobs, who refuse suitable work when offered, who are retired and 
drawing pensions, who are on vacations, or who for a variety of reasons are not 
really available for work— 
and then on the next page you say these are not necessarily fraudulent. 

On the top of page 14 you point out that these cases that I have just 
described in your language are not necessarily fraudulent, but that they 
do this: They deplete the funds that should be available for payments 
to those who are really unemployed and need the help. Then you go 
on to mention the case of Pennsylvania, which I do not want to dwell 


: | on as one State, although you certainly mention it, showing the pos- 
i sibility of Pennsylvania losing an awful lot every year because of cases 
e |, Of people drawing benefits they are not entitled to. 

f Then you go on to mention this matter of characteristics, of who are 


| the unemployed, by speaking of single people, young people, married 
women, and: 


} These people just do not look for jobs as hard as family heads do and it is more 
: difficult to test their alleged “availability.” 
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Then you say that: 


The latest study by the Labor Department shows that approximately half of 
the unemployed are single people and married women. 

Mr. Compton, with that as background, as my factual reference to 
your statement, I keep getting the illusion that we are skirting the 
edge of this matter of whether we are actually getting the unemploy- 
ment compensation to the people who need it, and I have tried, and 
the counsel is now working on this with the Labor Department, I 
understand, to try to get the characteristics of the unemployed labor 
force. Whoarethey? Wedo not know. 

Do you have any figures in that field that would help this commit- 
tee? 

Mr. Compron. No; the last thing I have seen on it is a study by 
the Labor Department which I believe came out about a year ago 
or more. I believe we had that study at the time that the temporary 
unemployment benefit plan was before this committee. 

Mr. Arcer. The counsel is working on that, I am sure. 

Mr. Compton. [ haven’t seen anything recently. 

Mr. Arcer. Should there come to your attention any figures of this 
nature, this committee would like to see them. 

Mr. Comrron. No; I haven’t seen any. 

Mr. Areer. You make another point that again a lot of people 
around here seem afraid to mention. 

We have goldbricks in all walks of life. In fact, we should not 
expect otherwise because that is human. We have to perfect the 
laws so the people that need the help get it and not the folks looking 
for a free ride, and so in this next paragraph on page 14 you say: 


The State laws do not require availability for any work the individual can do 
Therefore, it is: 
* * * interpreted very liberally in favor of the benefit applicant. 


Just how far do you think a worker who is unemployed ought to be 
presumed to seek work even if it is not, in the direct task that he is 
trained to do? 

Mr. Compton. I don’t know how far. 

Mr. Aueer. Should he at all deviate outside of the trade or the 
skill that he is trained in? 

Risa Compron. I think I would, but I don’t want to judge anybody 
else. 

I do think that a man applying for benefits ong to go further than 
the State employment service, in looking for work. 

There are a few laws, a very few, in the United States—I wouldn't 
say how many—that say to be eligible a man must be seeking work. 
However, this is not a normal provision of State laws. They simply 
say he must be available for work and that is something only he knows. 
You have to be a mindreader to find out whether he is available. 

Mr. Auger. You would say that the majority of them, if not in this 
room, then in the Nation, believe if you are out of work you have to 
hustle around to try to find work? 

Mr. Compton. That is the American viewpoint normally. 

Mr. Acer. The idea of this bill is that you must be available for 
work, not just cutting the fringe off cushions, if that is what you 
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have been doing, or some other specific skill, but something in order 
to make a livelihood for your family until you get the work that 
you want. 

Mr. That is right. 

Mr. Areer. I want to mention that on pages 2 and 19 you go into 
this n.atter of experience rating and incentive. I want to mention it 
because the gentleman from Michigan is here. He was not here yes- 
terday when Mr. Ireland testified, and you will find this on pages 2, 
3,4, and 5 of his statement, which I am prepared to discuss if anyone is 
so disposed Mr. Ireland points out that this bill destroys the incentive 
that will absolutely wreck the experience rating and—if I am not 
right, Mr. Compton, I want you to correct me—he points out that you 
cannot get the reinsurance grants as a State, the three-fourths grant, 
unless the employers have a 1.2 percent rate as one thing, and, sec- 
ondly, that there cannot be—this is on page 3—an additional tax 
credit unless a uniform rate has been in effect in the law. 

In other words, Mr. Ireland just flatly disputed the statement that 
has been forwarded in this committee on the bill, that the experience 
rating is being preserved. He said absolutely not. It is being de- 
stroved by this bill. 

Mr. Comrron. I believe the bill as a whole would destroy it for rea- 
sons that I outlined before. 

Would you mind if I comment a moment on experience rating ? 

Mr. Averr. I wish you would. 

Mr. Comrron. You hear a lot about it. A lot of people scoff at it. 
They say there is no unemployment stabilization. I know different, 
because there was a lot of study of it before World War II, and, of 
course, in World War II it was forgotten. All we thought about 
was production. 

After the war, the National Association of Manufacturers ran sta- 
bilization clinics all over the United States. We had them every day 
almost for a couple of years, and they were very heavily attended by 
people who came there seeking information about stabilization of 
employment, and there has been a lot thought about it and a lot ac- 
complished. 

On the other end of the scale, these laws do some things that were 
not intended at all, because you can find plenty of employers in cer- 
tain areas of the United States that are raiding these funds day after 
day, week after week, and year after year. The things that have been 
criticized on the part of employers come at two ends of the scale. 

At one end of the scale where the employer has a low rate or a zero 
rate, it is charged that they try to disqualify everybody for benefits. I 
think that is an exaggeration, although there may be such cases, and 
there may be legitimate cases where the only people applying for bene- 
fits are pensioners and voluntary quits. 

At the other end of the scale you have a lot of employers whose em- 
povens have drawn a lot more out of this program than the employers 

ave ever paid into it, and those are what we call the red balance em- 


' ployers. They care nothing about employment stabilization. The law 


does not force them to concern themselves with employment stabili- 
zation. So they do things like —e a skipweek program and tell- 
ing their employees, “You work this week, and next week you draw 
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rere will have a vacation; he will have a 1-week vacation in which 
@ pays the people double pay. Then he will have a week layoff, and 
they draw unemployment insurance. 

I know of a case of a very responsible company in Boston where, 
when executives retire, they are called in by the comptroller of the 
company and told, “Now, when you retire and you go on a pensio 
we want you to go down and draw your unemployment benefits.” 

There is a lot of skullduggery in this program from both sides. I 
have some figures here some place of the net balances in New York 
State and they run into $40, $50 million a year. That is why employers 
throughout the United States in many States have urged and insisted 
on higher tax rates. 

We have 17 States now I believe where the tax rates run above 2.7 
percent. 

As I said before, I had something to do with the original legislation 
in Missouri, and we started out with a 3.6 percent top rate in Missouri 
when most of the States were taking 2.7 percent as required by the 
Federal Government. 

Missouri has now a law in which they will go to 414 percent. 

Michigan is already at 414 percent. 

Generally, employers believe that the trouble with most laws is that 
they do not allow enough elbow room for experience rating to operate. 
I said most laws. I am not trying to say in any State that they ought 
to change their law. There may be States in which 0 to 2.7 or 0.1 to 2.7 
is an adequate range, but in a lot of places that is not an adequate range 
to me of the real experience needed for an experience rating. ‘ 

By contrast there are businesses where workmen’s compensation 
rates have gone as high as 50 percent of payroll. That is really experi- 
ence rating. Whenever you pay a man a dollar of wages and you pay 
a half-dollar in insurance against accident, that is experience rating. 

Tam not advocating that. 

Mr. Aucer. I realize this is a lengthy subject, but those colleagues 
that did not read this statement I think would be very interested in 
your statement, on pages 15 and 16, in-which you show the fault is 
equally placed between employees in many instances and employers. 
There is nobody pure in the deal. Both employees and employers 
without incentive rating take advantage of the system, and the present 
bill proposed before us will kill experience rating. 

I think that this would be an area of study for us, these employee 
and employer malpractices, whether it be red balance or these other 
things you speak of. 

You have done something in this statement that I do not believe 
aa ay else has done yet, Mr. Compton, and I want to refer to it 

riefly. 

On the top of page 15 you define for us the measure of worker incen- 
tive. We have been talking about employer incentive and experience 
rating. Now you come along with something, I think, while we have 
touched on, has not been said quite so well. Here is what you said: 

The measure of the work incentive is not the wage offered ; it is the difference 
between the unemployment benefit and the take-home pay after taxes, payroll 


deductions, and other costs of employment. And under present laws this differ- 
ence is mighty small in many cases. 
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The point that I think you make—correct me if I am wrong—is that 
when a man’s unemployment compensation comes so close to his take- 
home wages, he loses any incentive to go to work. So he may not make 
himself available or will do what he can to dodge work, if he is getting 
almost as much money for not working. 

Mr. Compton. Yes, sir. 

Mr. Avorr. I certainly appreciate that, and I think again this 
committee would do well to look into that practice. 

1 want to ask you something else. On this same page of your 
testimony, you relate to something Mr. Meany said. I will go back 
to his transcript and I want to read what Mr. Meany said. I am re- 
lating this now to page 15 of your statement when you say: 

Now, Mr. Meany has told you how some employers, to save a little on their 
tax rates, will oppose all claims. I will freely admit that some employers 
have been guilty of every kind of skulduggery. 

We cannot blame you for being honest about it in your statement. 
Now, this is what Mr. Meany said: 

This one State, Ohio, employers have specially organized the business of 


challenging the workers’ rights to benefits. Employers hire outside “service” firms 
to contest all claims. These firms charge a fee based on their success in defeat- 


ing employee appeals. 

That is a pretty damaging statement against employers. Would 
you care to comment on that ? 

Mr. Compton. I don’t know about those organizations. I never 
heard of them before. However, I would comment this way: Any 
time you appeal an unemployment compensation claim, you go to the 
administrator and he decides it, and bear in mind I believe most of 
these laws provide that they shall be interpreted liberally in favor of 
the employee. At least they used to in the old days. I think that is 
the general trend of interpretation. _ 

You may go to an appeal board if one party or the other takes 
an appeal. I think it is also normal in these laws that once you have 
gone to the appeal board and they have decided in favor of the em- 
ployee they pay benefits during the time you appeal the case to 
court—I am not sure about that, but I think that is the normal practice. 
There is no employer who can deny anybody benefits under these 
plans, and they are all adjudicated by the administrators and I think 
it is perfectly safe to say that the administration throughout the 
} United States generally favors the employees in these cases. 

Mr. Avcrer. Would you say that was an excessive statement on Mr. 
Meany’s part ? 
} Mr. Compron. There may be such an organization out there. I 
j can’t speak for all employers, but I am sure that most employers, 

when “3 have a layoff, want their people to get the benefits. There 
is no question about that. 

There may be employers, as I said before, whose only claims are 
voluntary quits. I have seen figures of big plants that have gone 
| for a year and 2 years where the only claims made are voluntary 
) quits, with the exception of a scattering of discharges and a few peo- 
_ ple who retire on pensions. 
| Mr. Areer. Thank you, Mr. Compton. 

The Cuatrman. Mr. Forand will inquire, Mr. Compton. 
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Mr. Foranp. Mr. Compton, at the outset of your statement you 
said that you were speaking for the National Association of Manu- 
facturers and then that you were speaking on your own. Was I 
correct in understanding that ? 

Mr. Compron. Yes, sir. I said some of the things that I say will 
inevitably be my own opinions because the association hasn't for- 
mally gone into all these details. 

Mr. Foranp. I thought I understood that proposal, but the point 
I would like to have you clear up for me is something that you said 
to the chairman, and you have repeated it in talking with the other 
members, relative to the many abuses that exist under the system. 

Your organization is opposed to the Federal standards applying to 
remedy such abuses. Was that your own statement, or is that the posi- 
tion of your organization ? 

Mr. Comrron. That is the position of our organization. We are 
opposed to Federal standards on principle. 

The CuHarrman. Mr. Mason. 

Mr. Mason. Just one question. In connection with your statement 
that you feel that today beneficiaries are getting about 50 percent of 
their take-home pay, I imagine that statement is based upon the fact 
that back in 1935, when exemptions of $1,000 for single men and 
$2,500 for married men were in effect, 95 percent or more of the un- 
employed paid no Federal tax. Nowadays they have gone up in wages 
four times and we have lowered the exemptions to $600 for a single 
man or $1,200 for a married man, and now taxes amount to something 
like 20 percent, and unemployment benefits are not taxed, but their 
wages are, and so their take-home pay is lowered by about 20 per- 
cent. 

Is that the basis of your statement ? 

Mr. Compton. That is right. I don’t know whether it would be a 
full 20 percent or not. If you care to go into it, you will find in the 
Monthly Labor Review of March 1959, page 346—I am not a statis- 
tician but somebody gave me this table C-2, which gives the average 
weekly earnings, gross and net spendable of production workers in 
manufacturing industries—it shows the 1957 digae of gross average 
weekly earnings in current dollars is $82.74 and the average net 
spendable earnings is $67.85 for a worker with no dependents, and 
$75.96 for a worker with three dependents. 

Mr. Mason. I was just interested in the basis of the statement. 

Mr. Compton. Yes. 

Mr. Mason. That is all. 

The Cuarrman. Are there any further questions of Mr. Compton ! 

Mr. Comrton. Mr. Chairman, there is one other thing. I hesitate 
to bring this up, but Mr. Meany questioned the N.AM’s record in the 
field of safety and I have taken the trouble to look up the record. I 
have a copy of it here which I would be glad either to give you or 
drop in the record, as you wish. 

The Cxatrman. Without objection, that will be made a part of 
the record at this point. 

(The information referred to follows :) 
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Some Earty ACTIVITIES OF NAM In INDUSTRIAL SAFETY AND WORKMEN’S 
COMPENSATION 


“In the United States the National Association of Manufacturers was one of 
the early sponsors of workmen’s compensation legislation and advocated it as 
the exclusive procedure in the case of industrial accidents before the American 
Federation of Labor took such action.”—The American Individual Enterprise 
System, vol. I, McGraw-Hill, 1946. ; 

“There has also been a very great reduction in industrial accidents. This 
trend also was attributed to employers (particularly the National Association 
of Manufacturers, the National Metal Trades Association, and the National 
Founders Association) by the U.S. Industrial Relations Commission which 
reported in 1915.”—Ibid. 

In 1909 the NAM established a special committee to explore the whole problem 
of industrial accidents and safety. The NAM surveyed more than 25,000 em- 
ployers and met with State commissioners, legislators, lawyers, insurance offi- 
cials, and other experts, both here and abroad, in preparation for launching 
nationwide campaign to reduce and prevent occupational injuries in the plant. 

In 1912 the NAM advanced programs for workmen’s compevsation, group 
health, life insurance, and private security plans, likewise sought legislation for 
the enforcement of recommended plans. Note: Advocacy of such laws preceded 
AFL action by 2 years. 

In 1912 the NAM provided members with accident prevention programs spear- 
headed by the now famous “Safety First” slogan. 

In 1913 a National Association of Manufacturers Committee on Accident 
Prevention and Workmen’s Compensation declared in part: “Only by strong and 
vigorous action (on the part of all employers) can we hope to attain the advanced 
position which we have taken in the movement of safeguarding toilers’ lives 
and limbs and compensating equitably those workers who are injured in the 
pursuit of their duty without their fault.” There was national recognition of 
NAM’s leadership on this score, as evidenced by the fact that in 1915 President 
Wilson’s Committee on Industrial Relations reported: “Three great private 
organizations are doing as much, or more, for safety than all the State and 
Federal Governments combined.” The National Association of Manufacturers 
was one of these. Intensely interested in pushing forward constructive work 
in the field of industrial safety, the National Association of Manufacturers was 
one of the organizations instrumental in the establishment of the National Safety 
Council, cooperating in its activities and working closely to attain the objective 
of greater safety and improved working conditions for American men and women. 


The Cuatrrman. Mr. Compton, we thank you, sir, for coming to the 
committee, and, as I have said earlier, I have always considered you 
among those most eminently qualified in this field. We appreciate 
your very frank discussion and your answers to our questions as well 
as your opening statement. 

Mr. Compton. I certainly thank you for the privilege of being with 
you. 

The Cuatrman. Thank you, sir. 

(The statement is as follows:) 


SUPPLEMENTARY STATEMENT OF R. T. CoMPTON FOR NATIONAL ASSOCIATION OF 
MANUFACTURERS 


The principal policy statement of the National Association of Manufacturers 
on this subject is as follows :) 

Any approach to the problems of temporary, involuntary, job-connected unem- 
ployment should aim to remove its causes rather than simply to allay its 
symptoms. 

There is clear evidence of the need for much closer adherence to the objec- 
tives for which the unemployment compensation plan originally was conceived. 
The National Association of Manufacturers believes that these principles must 
be followed if any unemployment compensation plan is to work successfully in 
the free economy : 
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1. The unemployment compensation program must operate in the public inter- 
est, and not in behalf of any special group, and it must be so interpreted and 
administered. It must be continuously reappraised in the public interest; 

2. Payments made under the program must be limited strictly to compensation 
for periods of temporary involuntary job-connected unemployment. Unemploy- 
ment of a longer duration is outside the scope of a program to be paid for from 
reserves accumulated by current charges to the cost of business operations; 

3. The program will fail to promote economic progress and become a mere pal- 
liative unless it has as a primary purpose the stabilization of employment. The 
program should support employers in their efforts to stabilize employment; 

4. The program should be designed to facilitate maximum employer interest 
and participation in its economical and efficient administration. This cannot be 
accomplished without effective employer cooperation with administrative agen- 
cies to provide information necessary for the proper determination of claims; 

5. The program should achieve equitable allocation of the costs of temporary 
unemployment. The cost of such unemployment benefits should be treated as a 
cost of those products and services, the production of which involves such unem- 
ployment ; 

6. All benefits should be related to earnings and service resulting from pre- 
vious employment and constitute a partial indemnity for loss of wages. Ad- 
justing the amount of benefits on the basis of presumed or established “needs” 
is inconsistent with the purposes and philosophy of the program and must not be 
permitted. Benefits should be limited to a basic minimum layer of protection 
and must not become an incentive to remain unemployed or to remain away from 
areas-where jobs are available. Only those individuals genuinely part of the 
labor force should be eligible to receive benefits. Unemployment resulting from 
non-job-connected causes should not be compensated under this program. 

7. The program should be soundly financed using the experience-rating pro- 
visions most applicable to the needs and circumstances of each individual State. 
The purposes of sound experience rating are to distribute costs fairly and equit- 
ably, to provide incentives for employment stabilization and to facilitate the 
necessary active interest of employers in the program. Experience rating must 
be the basis for any unemployment compensation tax policy. The objective 
should be for the States to have control over all money paid by employers as 
payroll taxes. Such taxation should be levied solely for the purpose of securing 
the objectives of this program. While it is the responsibility of each State 
to finance its own system on a sound basis, nevertheless temporary emergencies 
may arise in State unemployment insurance systems, and it may be desirable 
to provide a pooled catastrohpe reserve fund of limited size from which an indi- 
vidual State could borrow during a temporary emergency, in which case specific 
provisions should be made for the repayment of such loans under definite terms 
which would encourage the State to place its own system on a sound financial 
basis as soon as possible. 

8. The administration of the program should be equitable, unbiased, and 
efficient. Regulations governing the program must be formulated, interpreted, 
and operated in an objective and impartial manner. The purpose should be the 
prompt and full payment of benefits to claimants and the payment only to those 
who qualify according to the purpose and the letter of the law; 

9. The program should emphasize the employee's responsibility to remain at 
productive work and if unemployed, to actively seek and accept work; 

10. The program must place full reliance upon the States for determination 
and administration of all features of their respective programs. Federal legis- 
lative and administrative action already has exceeded in some areas the proper 
scope of Federal action; further Federal encroachment in unemployment com- 
pensation will jeopardize any hope of developing a sound system. Experimenta- 
tion in the development of sound systems can be carried out at the State level, 
which experimentation would be neither possible nor desirable at the Federal 
level. Nothing should be done which will result in increased control over em- 
ployees or employers by the Central Government under the guise of unemploy- 
ment compensation ; neither should the Central Government be permitted or en- 
couraged through the program to preempt jurisdiction of State or local govern- 
ment functions. 

In February 1958, our board of directors approved the following additional 
statement with respect to job-stabitigation financing : 

State-administered unemployment compensation systems should previde in- 
centives to reduce unemployment. They should be financed using experience- 
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rating provisions which promote maximum employer incentive to provide steady 
work and which stimulate the active interest of employers in the administration 
of and legislative changes in the program. Toward these objectives the pro- 
gram should equitably allocate unemployment compensation costs so that each 
employer’s tax, to the maximum feasible extent, finances the benefits paid his 
employees, 

The maximum taxable wage base and the maximum tax rate are critical 
factors in sound unemployment compensation programs. They should be de- 
termined so as to finance adequately the State-administered programs while 
preserving the experience-rating provisions. Where additional revenue is re- 
quired to keep such funds solvent, first consideration should be given to increas- 
ing the maximum tax rate rather than increasing the maximum taxable wage 
base. 

Going back a little further, a committee of the association adopted some sup- 
plementary views as follows: 

The positive nature of this program should not be prejudiced and its success 
imperiled by incorporation, directly or indirectly, of concepts inconsistent with 
the basic purpose of the program. For example: 

1. The program is not a panacea for all types and degrees of unemployment ; 

2. Adjusting the amount of benefits on the basis of presumed or established 
needs is inconsistent with the purposes and philosophy of the program and must 
not be permitted ; 

3. Benefit amounts should not be set at levels which would detract from the 
incentive to seek productive employment ; 

4. Benefit amounts should be determined by criteria other than the size of the 
reserve fund; 

5. Employer taxes should be levied solely for the purpose of securing the ob- 
jectives of the unemployment compensation program ; 

6. Benefits should not be paid to employees for unemployment arising out of 
labor disputes in the employer’s establishment ; and 

7. Unemployment resulting from non-job-connected causes should not be com- 
pensated under this program. : 

I should say this in explanation of these statements: 

The National Association of Manufacturers is strictly a national association 
and concerns itself with national affairs. Its membership is comprised of over 
20,000 manufacturers, located in all the States—and they do not look to us for 
representation in State legislatures. Our whole philosophy is based on the point 
of view that the situations in the various States are different and are under- 
stood best by the people in the States. We do not and have not taken any part 
in the development of specific State legislation, and the statements we have 
made on unemployment compensation relate to broad general principles rather 
than to the problems or policies of any State. 


STRENGTHENING THE REED LOAN FUND 


Before discussing long-range problems, I would like to mention an acute situa- 
tion which I believe must be met immediately. 

This is a problem that was referred to by the Under Secretary of Labor 
when he pointed out that the Federal Government is not presently receiving 
enough money from its share of the unemployment tax to support the administra- 
tion of the program or to provide sufficient funds for the Reed loan fund. 

The status of the Reed fund is the critical situation that I refer to. Presently 
the demands on the fund for loans amount to more than the money available. 
This situation should be corrected without delay. I realize that the means of 
correction are not actually within the jurisdiction of this committee, yet the 
es fund is a creation of this committee, and you are certainly interested in its 
solvency. 

Furthermore, this committee made the decision to terminate the Federal tem- 
porary benefit program, and it is my understanding that the appropriation 
for that program now exceeds the funds needed. I strongly urge that you seek 
the transfer of the unneeded temporary unemployment compensation funds to 
the Reed loan fund. 

If this money is not sufficient to meet the loan needs of the States, I call to 
your attention the fact that you have incorporated in the Social Security Act, 
section 1202(c) which contemplates the appropriation of such funds as may be 
hecessary to the Federal Unemployment Act as repayable advances. 
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Under the laws that you have enacted, advances made to the States under the 
Reed fund are assets of the U.S. Government. They are recoverable by law 
through special temporary Federal taxes, and once recovered into the Reed 
fund they could, I think, clearly be reappropriated for general purposes under 
section 1202(c). The loan fund is a revolving fund—not a budget expense item, 


ADMINISTRATION FUNDS 


The prospective shortage of administrative funds mentioned by the Under 
Secretary of Labor also concerns me. Generally industry has supported the 
appropriation of adequate funds for State administration of unemployment 
compensation. This program is peculiarly susceptible to abuse and only strong 
vigorous administration can assure the maintenance of its integrity. 

Nevertheless, there is some question in my mind whether economies might not 
be achieved. I am told by people in the program that its present activities go 
far beyond the basic purposes, which are the furnishing of employment ex- 
changes and the policing of unemployment benefits. 

The program is financed entirely out of employment taxes paid by industrial 
and commercial employers; yet it includes costly programs of activities in the 
areas of school counseling, farm placement, veterans’ employment, administra- 
tion of benefits for Federal Government employees, and the like. I have heard 
some of these programs criticized severely by people within the program. I 
don’t know how valuable some of them may be, but I do question whether they 
should be charged against the employer taxes. I would suggest that this may 
be an appropriate area for subcommittee investigation. 

Be that as it may, the solution proposed by the Labor Department is one that 
we believe runs counter to one of the basic purposes of unemployment insurance. 
This purpose is the incentive for employment stabilization, and the proposal I 
refer to is the broadening of the wage base of the unemployment tax from $3,000 
per employee to $4,200. In this connection I refer you to the view of the NAM, 
stated in the positions I have given you, that “where additional revenue is neces- 
sary to keep such funds solvent, first consideration should be given to increasing 
the maximum tax rate rather than increasing the maximum taxable wage base.” 

This statement is an expression of a general philosophy—not a recommenda- 
tion for specific legislation, State or Federal, and it clearly refers to benefit 
funds rather than administration funds, but it does illustrate the general view 
of industry that the wage base should be kept low and adjustments, when 
necessary, should be made in the tax rates. There is a good reason for this. 

It is axiomatic that where weekly wages are the same, the annual wage will 
be larger in a stable employment than in an unstable employment. The scope 
of the Federal tax has no effect on experience rating; but if this change were 
made in the Federal tax, equivalent State adjustments would be, in effect, 
mandatory, and the effect in the State laws- would be to weaken experience 
rating. 

We feel certain that there would be more employees in stable employments 
earning over $3,000 than there would be in unstable employments. 

Extension of the wage base would penalize employees who pay more than 
$3,000 in annual wages while placing no additional tax on those who pay less 
than $3,000. This is stabilization incentive in reverse. 

The States might be able to make some adjustments in tax formulas that 
would partly compensate for this effect, but I can tell you, without going into 
detail, that the job would be complicated and very difficult. If any member of 
the committee is interested in further information on this, I will be glad to 
supply it. 

I do not believe it is necessary to tinker with the Federal unemployment tax 
this year, but if the time should come when you decide to change it, I would 
urge that you give attention to the tax rate rather than the tax base. 


THE PURPOSE OF UNEMPLOYMENT COMPENSATION 


From the discussions during the past week, I believe that this committee is 
sincerely interested in determining the proper functions and purposes of unem- 
ployment compensation, and I would like to state my concept of these purposes. 

In our opinion the major purpose is to replace part of the wages lost through 
involuntary unemployment through insurance methods that will supply a strong 
incentive for employment stabilization. 

Now there are, of course, secondary benefits, and I would classify the effect 
of the program as an economic stabilizer as one of these. | 
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When we speak of economic stabilizers we are usually thinking in terms 
of business cycles, and the unemployment compensation program is and always 
has been designed primarily to give protection against the layoffs that occur in 
normal times. 

The Social Security Act was passed in 1935 when unemployment was almost 
11 million—just about 20 percent of the labor force. This was depression unem- 
ployment, and you can look through the reports and debates, and you will not 
find that the Congress expected at that time that unemployment compensation 
would correct the problem that then confronted us. 

At that time we had other programs for the chronically unemployed, and it is 
quite possible that some day we may have them again. 

A real depression is the concern of everyone, but nobody has ever suggested 
that it could be met or prevented by the type of employment stabilization that is 
stimulated by unemployment compensation taxes. 

The kind of stabilization that unemployment compensation promotes is day-to- 
day, week-to-week, and month-to-month stabilization—and, yes, year-to-year sta- 
bilization in normal times—but not cycle-to-cycle stabilization. 

Actually, I believe that as a national stabilizer its effect may be felt more 
through the psychological attitudes it creates than through the actual money 
circulation it brings about. 


WAGE-REPLACEMENT VS. NEED 


A lot has been said here about the respective validity of the wage-replacement 
concept as against the need concept in unemployment compensation. Personally, 
I don’t think this is a strictly black-and-white issue. 

Surely no one can say that unemployment compensation has no relation to 
needs. The Congress surely did not think this when it passed the Social Security 
Act. There must have been a presumption of need or the law wouldn’t have 
been passed. 

Surely the legislatures see a relationship to need, because some of them 
clearly consider the cost of living in adjusting benefit levels. 

Surely, the authors of the Federal standards bill are thinking about need. 
Senator Kennedy, in the Senate, criticized unemployment benefits as having 
“failed to keep pace with the increase in price levels.” 

And the bill itself—the House bill—refers to categories of people needful 
of benefits, and says “the amounts of unemployment compensation payable to 
unemployed persons who are covered are, in most cases, inadequate to provide 
the worker and his family with the basic necessities of life.” 

So we can’t say that need or cost of living or necessities of life are not 
factors to be considered. 

Benefits under this program are paid as a matter of right, but they are based 
upon a presumption of need. 

Now I have the impression that the authors of the House bill believe the ad- 
justment of maximum benefit should be based on prior wages earned rather than 
on the need of the beneficiaries. 

With this I agree. And with this the National Association of Manufacturers 
agrees. 

In the notes I have taken during this hearing I find this description of the 
program: 

“This is insurance, and the whole purpose is to place upon industry the re- 
sponsibility for the unemployment it causes. It is a program charging against 
industry the responsibility to set aside reserves for unemployment just as it sets 
aside reserves for idle machinery. When you insure something you are insuring 
that which is lost and not the cost of living.’ 

I am not certain that I am quoting correctly, but I believe this is substantially 
what Mr. Meany said in answer toa question. 

Here is another quote: 

“The purpose of differentiating contribution rates in both accident and unem- 
ployment compensation may be said to be twofold: First, to allocate the cost 
of compensation so that each industry or plant will pay somewhat in proportion 
to its share of the total cost; second, to provide a stimulus to prevention—to 
give a financial inducement to the employer to reduce accidents or unemployment 
to its smallest possible compass.” 

I am certain where that quote came from. It is from a book on the “Principles 
of Labor Legislation,” published in 1916 and written by John R. Commons, com- 
monly known as the father of unemployment compensation. 
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Here is another one: 

“The program should achieve equitable allocation of the costs of temporary 
unemployment. The cost of such unemployment benefits should be treated as a 
cost of those products and services, the production of which involves such un- 
employment. 

“All benefits should be related to earnings and services resulting from previous 
employment and constitute a partial indemnity for loss of wages. Adjusting 
the amount of benefits on the basis of presumed or established ‘needs’ is incon- 
sistent with the purposes and philosophy of the program * * *.” 

The latter quote is from the policy of the National Assocation of Manufac- 
turers that I have given you. 

Now, let's analyze this matter of wage-loss replacement. One of the principal 
objectives of the bill is to increase the maximum benefit—not the maximum 
benefit in a few low States—but the maximum benefit in every State. The argu- 
ment is based on the opinion that the maximum benefit does not replace enough 
of the wage loss. 

This appears to be the opinion of the President of the United States. It is the 
opinion of Mr. Meany. And it is the opinion of the authors of the bill. It is still 
an opinion. You can argue facts and statistics until you are blue in the face 
and still you will be left with just opinions * * * conflicting opinions. 

The question is whether the Congress of the United States embraces the opin- 
ion that State benefit maximums are too low and, if so, whether it is going to 
force the State legislatures that apparently hold a contrary opinion to comply 
with the opinion of Congress. 

I am not so presumptuous as to believe I could influence or change the opinion 
of any of you, but, for the record, I would like to express an opinion of my own. 

It is that there is not necessarily any logical relationship between the maxi- 
mum benefit paid under any State law and the average weekly wage in the State. 

The man who is unemployed is concerned with his own past wages and bene- 
fits—not with someone else’s. Comparisons can be somewhat ridiculous. For 
example, it might seem logical to pass a law providing that maximum unem- 
ployment benefits shall not be less than the legal minimum wage: but 20 States 
already pay benefits more than the minimum wage. 

Another irrelevant comparison is the fact that in a lot of States the people 
in the employment service taking the claims of the unemployed find the folks 
on the other side of the counter getting more money in weekly benefits than their 
own gross weekly wages. 

The only important comparison is between wages previously earned and bene- 
tits now received by the beneficiary. 

It seems to me to follow that if there is any magic in averages, the only ay- 
erage that is important is the average prior wage of unemployment beneficiaries, 
But I don’t know what this is. You don’t know. Nobody knows. 

Last year I called the attention of the committee to the fact that no statistics 
are published showing the characteristics of unemployment compensation “ex- 
haustees.”’ There still aren't any. 

And there are not any figures showing the average prior earnings of benefi- 
ciaries. * * * or how long they have worked. I suggest this matter of statistics 
is another question that might be a very profitable field for exploration by a 
subcommittee. 

The bill has no provisions regarding benefits below the maximum. It reflects 
no concern about the relationship between benefits and prior wages at the lower 
levels. If half the wage loss is the correct ratio at the maximum, I wonder if this 
is considered the right ratio below the maximum. 

If 50 percent is the right ratio then the State benefit schedules are wrong. 
Because the schedules generally provide more than 50 percent at levels below the 
maximum. At some levels the ratio is 65 percent, at some 75 percent, at some 
over 100 percent. 

I believe I understand management’s views about benefit levels pretty well, 
and I'll try to summarize them for you this way. 

Management wants the responsible, steady employee (particularly the family 
head) to get: Substantial benefits when he is out of work and looking for a job. 
But management would like to see the available funds conserved by eliminating 
from the system the people who have quit voluntarily, who are not looking for 
jobs, who refuse suitable work when offered, who are retired and drawing pen- 
sions, who are on vacations, or who for a variety of reasons are not really 
available for work, even though they may satisfy the technical requirements of 
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the law on the basis of the inadequate tests that can be applied by a public em- 
ployment service office. 

These types of cases are not necessarily fraudulent. They are expensive and 
they deplete the funds that should be available for payments to people who are 
involuntarily unemployed. 

In some States these claims are very substantial. A survey by the Pennsyl- 
vania Chamber of Commerce led them to conclude that this type of fringe 
claimants—cases they call loopholes—are costing the Pennsylvania fund $40 
million a year. 

Management is not opposed to paying benefits to single people, to young people, 
or to married women. But people in management kuow that on the average, 
these people just do not look for jobs as hard as family heads do and it is more 
difficult to test their alleged availability. And it is significant that the latest 
study by the Labor Department shows that approximately half of the unem- 
ployed are single people and married women. 

You must remember also that the State laws do not require availability for 
any work the individual can do; they merely require availability for suitable 
work, and it is usual for these laws to be interpreted very liberally in favor of 
the benefit applicant. 

I believe that it is management’s view * * * and I think the public at large 
as represented in State legislatures shares this view * * * that until the 
eligibility requirements can be tightened up so as to restrict the benefits to the 
people for whom the laws were passed, then the benefits have to be maintained 
at a level low enough to leave most people some financial incentive to look for 
a job. 

The measure of the work incentive is not the wage offered: it is the difference 
between the unemployment benefit and the take-home pay after taxes, payroll 
deductions, and other costs of employment. And under present laws this differ- 
ence is mighty small in a great many cases. 

Now, Mr. Meany has told you how some employers, to save a little on their 
tax rates, will oppose all claims. .I will freely admit that some employers have 
been guilty of every kind of skulduggery. 

But I would like to call you attention to the fact that many employers go 
through an entire year with no layoffs, with no reduction in employment, and 
yet have substantial benefit charges. In many cases these charges are all for 
voluntary quits. 

I know a number of companies whose operations are so stabilized that their 
only charges are for people who quit, pensioners, and the like. It is hard for 
an employer to understand why he should be charged with unemployment bene- 
fits for a retired employee when he is already paying him a pension. 

All of these cases that are contested by the employer are adjudicated by ap- 
peal boards. The appeal boards normally give the claimant most of the benefit 
of any doubt in administering these laws. 

Mr. Meany speaks only of malpractices in contesting legitimate benefit claims. 
This would be a practice of an employer with a low tax rate. 

I believe more of the skulduggery is at the other end of the scale. There are 
lots of employers whose employees regularly, year after year, draw more in 
benefits than the employer pays in taxes. These are called red balance 
employers, 

The practices of some of these employers range all the way from simple in- 
difference to actual raiding of the fund. Some resort to what is know as skip- 
week employment * * * letting the employees work one week and lay off the 
hext. By this method the employer can keep a large work force hanging around. 
In effect, he is letting the other employers of the State pay part of his labor 
cost. In other cases, an employer will grant a vacation for which he pays more 
than full time. Then he follows this with a one-week layoff during which the 
employees get benefits. The employees get a paid vacation and other employers 
pay part of it. 

The only corrective for these practices is higher maximum tax rates, and 
these are some of the reasons why, in many States, employers have been the 
primary supporters of tax rates above the 2.7 percent required by the Federal 
act. These higher rates are now provided by the laws of 17 States, the highest 


being Michigan and Missouri with top rates of 4.5 percent enacted with employer 
support. 
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UNIFOBM DUBATION 


Actually, I consider paragraph 8 of section 2 far more important than para- 
graph 6, Paragraph 8 requires uniform duration of 39 weeks. 

Our varying pattern of State unemployment compensation laws has many 
features—some good and some bad. I believe paragraph 8 would substitute for 
this varying State pattern a uniformly bad national pattern. 

Uniform duration can be justified only if the law restricts benefits to people 
who have been dependent upon wages for a living over a substantial period. 
Where an applicant for benefits has had substantial unemployment, we can 
assume that wages have been his source of livelihood. 

But the State laws admit to eligibility many people who have not earned 
enough wages in their entire lifetimes to justify this assumption at all. Of 
all of the laws of the United States the longest period of employment required 
anywhere is 20 weeks. Most of the laws require much less than this for 
eligibility. 

It does not seem unreasonable to me to require as a qualification for benefits 
that an individual have worked at least some time in his life as long as the 
benefit period. 

Apparently the States have extended themselves in an effort to bring into 
the unemployment pattern as many of the working people as possible. This 
is apparent if you look at their eligibility requirements. Most of the States 
do not require any work period at all for benefits. This is another arrange- 
ment in which bookkeeping simplification has resulted in illogical laws. Six 
States require an applicant to be eligible to have worked during from 14 
to 20 weeks in his base year. But the rest of the States have no time require- 
ment at all. They require only a certain amount of earnings. These could 
be all in 1 day or, in some States, spread throughout the year, except for the 
fact that some of the States require a certain amount of earnings (from $112 
to $300) within a single calendar quarter, and some of the States require that 
there be earnings in two different calendar quarters. 

The States require that the applicant have earned some minimum amount 
in the base year in order to qualify. In 2 States this is less than $150; in 5 
States less than $200; in 35 States the amount required is less than $400 a 
year. 

It does not seem illogical to me that benefits based on such low qualifying 
requirements should be balanced at the other side of the scale by relating 
benefit duration to the time worked. If you look at the figures on benefit 
exhaustions you will see that in many of the States a great many people have 
exhausted their benefits before reaching the maximum duration. This should 
not be surprising. It simply indicates that these people have had so little 
attachment to the labor market, they have not. accumulated eligibility for full 
duration. The provisions of these unemployment compensation laws are very 
closely interrelated. State legislatures have spent weeks, months, and years 
in getting them into what they view as a correct balance. The bill before you 
would overlook completely the low qualifying requirements of these States 
and simply say to the States, “If you give a man any benefit at all, you have 
to give him 39 weeks.” 

To make matters worse, the bill then limits the qualifying requirements, pre- 
sumably to prevent the States from adopting rules more in keeping with a 
39-week benefit duration. 

I believe uniform duration is bad in principle, but if a State wants to provide 
for uniform duration then it should confine benefits to people who have had 
substantial employment. This bill almost makes this impossible because there 
are only 52 weeks in a year, and this only leaves 13 weeks in which to earn 
wages. 

Some of you might feel that under this bill the case of an applicant with a 
very short work experience getting the full 39 weeks of benefits would be an 
exceptional case. I can assure you it would not. There are many seasonal 
industries in which work doesn’t last more than about a quarter of the year, and 
in these industries we would have a regular pattern of one-fourth of work and 
three-fourths of benefits. But I am not thinking only of seasonal industries. 
I am thinking also of occasional workers—people in and out of the labor market. 

There are a great many of these and some of the cases are extreme. I have 
recently been told by an administrator of a case in which a single individual 
exhausted his benefits 17 times in a single benefit year. 
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EMPLOYMENT INCENTIVES 


We look upon the unemployment compensation system as an incentive pro- 
gram. We believe firmly in the principle of experience rating, not only because 
we believe that the cost of unemployment insurance should be borne by the 
industries where the unemployment occurs, but because we believe this system 
should create the maximum incentive for employment stabilization. 

We believe the system has had such an effect. When the unemployment laws 
were passed in the 1930’s there was a widespread acceleration throughout in- 
dustry of interest in employment stabilization. Many in business who had as- 
sumed that irregularity was something unavoidable began to wonder if it really 
was, and many found out it wasn’t. Then came the war, and for a period of 
years only production was important. After the war intense interest in stabili- 
zation was resumed. This was reflected in other ways by the tremendous 
attendance of manufacturers at meetings on this subject. 

For several years the National Association of Manufacturers conducted an 
extensive series of employment stabilization clinics throughout the United 
States. These clinics were held in one industrial area or another almost every 
day. The results have been something to be proud of. But now let me caution 
you again that there is little, if anything, in employment stabilization that 
affects the business cycle. This was clearly recognized in the beginning. By 
employment stabilization I don’t mean any kind of a program like that can 
prevent a recession. 

And I want to emphasize the fact that the bills before you are not concerned 
with the current economic situation. Labor Department estimates indicate that 
by fall unemployment will be down below the 5 percent that is usually con- 
sidered “frictional unemployment” and the bills would not become effective that 
soon even if passed today. 

I believe the unemployment compensation program should serve in normal 
times the purposes for which it was designed: To replace part of the wages lost 
through involuntary unemployment while people are looking for jobs and to 
allocate this cost to the employments where the unemployment occurs. 

If you try to redesign this program to provide the kind of relief that would 
be necessary if we should have another 1932, you will find you have destroyed 
public confidence in unemployment compensation and will have wrecked the 
system that the Congress inaugurated in 1935 and that the States have carried 
on through the past quarter century. 

For these reasons and many others, the National Association of Manufac- 
turers opposes the federalization of unemployment compensation and the as- 
sumption by Congress of responsibility for fixing unemployment benefit 


standards. 
The CrHatrman. Our next witness is Dr. Fernés. We are pleased 
to have the Delegate from Puerto Rico and you are recognized. 


STATEMENT OF DR. ANTONIO FERNOS-ISERN, RESIDENT 
COMMISSIONER OF PUERTO RICO 


Dr. Fernés-Isern. Thank you, Mr. Mills. 

Mr. Chairman, my name is Dr. Antonio Ferndés-Isern, and I am 
the Resident Commissioner of Puerto Rico. 

I thank the committee for the opportunity to appear and express my 
Views on H.R. 2872, which contains provisions of importance to 
Puerto Rico. The U.S. Department of Labor has consistently rec- 
ommended the enactment of legislation to extend the unemployment 
compensation program to Puerto Rico along the lines of H.R. 2872. 
The Department has said that such legislation, which has also been 
recommended by the President, is a part of the legislative program of 
the U.S. Department of Labor. 

It should be noted that the enactment of H.R. 2872 would complete 
the Federal-State system of unemployment security in Puerto Rico. 
The Wagner-Peyser Act was extended to the Commonwealth of 
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Puerto Rico in 1950 within that objective. H.R. 2872 would also 
gee the extension of all the social security programs to Puerto 
ico. 

The maternal- and child-welfare program was extended in 1940, 
The program for old-age assistance, aid to dependent children, aid 
to the blind, and aid to the permanently disabled were extended in 
1950. In 1951 the Old Age and Survivors Insurance Act was ex- 
tended to Puerto Rico. 

The U.S. Employment Service also operates in Puerto Rico. There 
is also a program of unemployment compensation which covers Fed- 
eral employees in the and It is to be noted that the Commonwealth 
government has enacted its own unemployment insurance law and that 
the machinery for implementing the extension of the Federal pro- 
gram is currently available. 

Under the Commonwealth law, deductions are made for unemploy- 
ment insurance, and unemployment payments under the local law com- 
menced in January of this year. The extension of the Federal 
program is needed to supplement the local program. 

For instance, unless the unemployment compensation system of 
Puerto Rico is incorporated into the Federal system, Puerto Rico 
will continue to be ineligible to receive the benefit of the emergency 
extension of unemployment benefits recently made available to the 
States as an antirecession measure. 

It is to be noted that until very recently Puerto Rico had tradi- 
tional'y been an agricultural community. Moreover, it had been a 
one-crop economy with the main crop being sugar. Because of the 
seasonal character of employment in these agricultural pursuits, the 
small size of the island, and its dense population, a very serious 
chronic unemployment situation developed. 

In order to create employment, Puerto Rico embarked upon what 
has been termed “Operation Bootstrap,” a program of self-help which 
has resulted in the establishment of new industries in Puerto Rico. 
These industries have resulted in the creation of many jobs and it is 
hoped that more industries may be opened in Puerto Rico to give 
greater employment security to more and more people and promote 
higher levels of living. 

ou may be sure the Commonwealth is making every effort within 
its means and abilities to provide greater employment security. It is 
felt, however, that the fullest measure of protection for the workers 
can be derived if the Commonwealth program of unemployment in- 
surance is incorporated into the 

A very important consideration concerning the desirability of in- 
corporating the Federal and Commonwealth plans is the great num- 
ber of Puerto Rican workers who travel between Puerto Rico and the 
mainland during the period of their eligibility. 

In Puerto Rico they are now eligible for benefits under the Com- 
monwealth law, but not under the Federal. In the mainland they are 
eligible for the Federal benefits, but their connection with the Com- 
monwealth system is lost. By integrating the Puerto Rico system to 
the Federal, such undesirable situations would be taken care of. 

In summary, the desirability and feasibility of meeting serious so- 
cial problems in Puerto Rico has long been recognized by Congress 
and is reflected in its inclusion in a number of remedial statutes, such 
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as the Wagner-Peyser Act and the various titles of the Social Security 
Act. 

Unemployment is a problem in Puerto Rico and the unemployed 
should have protection through an overall nationwide insurancce 
program. 

The unemployment insurance program in Puerto Rico was started 
after careful study and preparation in which officials of the Common- 
wealth had frequent conferences with the staff members of the De- 
partment of Labor in their efforts to develop a financially sound and 
acceptable plan. 

As with the States, this program could be made more effective by 
welding it to the Federal program of unemployment insurance. 

Thank you, Mr. Chairman. 

The Cuarrman. Doctor, we appreciate your coming to the commit- 
tee and discussing again your desire to have the unemployment com- 
pensation program extended to Puerto Rico. It is our understanding 
that your local legislature has already placed into operation a pro- 
gram of unemployment compensation and you are now ready to be 
taken into the Federal-State system. 

Dr. Fernés-Isern. That is correct, Mr. Chairman. 

The Cuarrman. Thank you, sir. We appreciate your coming to 
the committee. 

Mr. Baker, 

Mr. Baxer. Do you know what benefits and duration you have in 
Puerto Rico? 

Dr. Fernoés-Isern. That in detail I am not familiar with, but I can 

et it. 
: The Cuarrman. If you will put it in the record at this point, it will 
be helpful. 

Dr. Frrnoés-Isern. I will do that. 

The CuatrmMan. Without objection, that material will be included in 
the record. 

(Information referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOovuseE oF REPRESENTATIVES, 
Washington, D.C., April 20, 1959. 
Mr. Leo IrwIn, 
Chief Clerk, House Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Irwin: In connection with my testimony on H.R. 2872, the com- 
mittee indicated its desire to have more information on the operation of the un- 
employment compensation program of the Commonwealth of Puerto Rico. I have 
received from Mr. Fernando Sierra Berdecia, Secretary of Labor of the Com- 
monwealth of Puerto Rico, information along these lines which I hope will 
serve the needs of the committee. If more information is desired, I should be 
happy to furnish it. 

Under the Puerto Rico unemployment compensation program, the tax rate is 
3 percent on wages up to $3,000 per calendar year, of which 2.7 percent is for 
benefits and 0.3 percent is for administration. 

As of December 31, 1958, the balance in the trust fund was $13,800,000 for 
benefits. The total balance as of March 31, 1959, was $15,800,000. Benefits 
one bist January 1959 were $23,017; in February $149,426; and in March 

9,854. 


Pe ae claims in January 1959 were 7,438; in February 5,342; and in March 
6, 


The number of weeks claimed in January 1959, were 7,617 ; in February 25,330; 
and in March 20,382. 
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The estimated insured employment rate in February 1959, was 2.6 percent 
and in March 1.9 percent. 

The estimated number of workers covered is 240,000. The estimated number 
of employers is 6,128. 

The benefit rate during the first quarter of 1959, based on the fourth quarter 
of the 1958 taxable payroll, was 0.5 percent. 

Sincerely, 
A. Frernés-Isern, 
Resident Commissioner. 

Dr. Frernés-Isrrn. Thank you very much. 

The Cuarrman. Our next witness is Judge Waxter. 

Judge Waxter, we are pleased to have you before the committee 
again. For the purposes of this record, will you identify yourself? 


STATEMENT OF THOMAS J. S. WAXTER, REPRESENTING THE 
AMERICAN PUBLIC WELFARE ASSOCIATION 


Mr. Waxter. My name is Thomas J.S. Waxter. I am the Director 
of the Maryland State Department of Public Welfare. I am also 
chairman of the National Council of State Public Welfare Adminis- 
trators and a member of the board of directors of the American Public 
od ina Association, which is the organization I am representing here 
today. 

I appreciate the opportunity to appear before your committee to 
resent certain observations concerning proposals for Federal legis- 
ation dealing with unemployment. 

The American Public Welfare Association is the national organiza- 
tion of local and State public welfare departments and of individuals 
engaged in public welfare at all levels of government. Its member- 
ship includes State and local welfare administrators, board members, 
and welfare workers from every jurisdiction. 

Within our association are a number of national councils, including 
a council representing all of the State administrators of public wel- 
fare. We have five committees on a national basis concerned with the 
problems of aging, medical care, services to children, social-work edu- 
cation, and personnel and welfare policy on which our membership 
is represented and through which we are able to obtain a cross section 
of views on how public welfare is operating to meet the needs of people 
in their home communities. 

We have six regional conferences each year and a nationwide meet- 
ing in alternate years at which we discuss current issues in social 
security and obtain the views of our members throughout the country. 

As a result of the discussions in these groups, our board of directors 
of 27 persons, representing all parts of the country, adopts official 
— positions on issues of current significance. In testifying today, 

am presenting to you the views embodied in our policy statements 


approved by our board of directors. 

he agencies and individuals making up the membership of the 
American Public Welfare Association are charged with the responsi- 
bility for administering the various assistance and service programs 
in public welfare under titles I, IV, V, X, and XIV of the Social 
Security Act. In our membership are the people who have the re- 
sponsibility for day-to-day administration of the programs for the 
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needy aged, the needy blind, the es disabled, needy dependent chil- 
dren, and the needy receiving general public assistance. 

Through our organization, we work toward constructive ways to 
help restore as many persons as possible in the public assistance case- 
load to self-care and self-support. Our members seek through protec- 
tive, preventive, and rehabilitative services to help solve the problems 
of children and families who request the services of public welfare 
departments. 

We are constantly seeking ways to make our services more effective 
and to improve the caliber of administration in public welfare pro- 

ams. We have been in the forefront of those groups which have 
advocated broadening and strengthening our existing social insurance 
programs. 

We believe that the Congress should take action at this session to 
improve the social insurance programs and thus further to reduce 
financial dependency and also to improve our public assistance pro- 

rams so as to meet existing needs more effectively. Because of the 
inadequacies in our social insurance programs, appropriations from 
general revenues for assistance are higher than would otherwise be 
necessary. Because of inadequacies in our public assistance programs, 
there undoubtedly are many needy persons in the United States who 
are not receiving assistance. 

The serious unemployment problem in recent months has increased 
public assistance caseloads. 

According to the Social Security Administration, there were about 
7,124,000 persons receiving public assistance in January 1959, of whom 
5.8 million were on federally aided programs, and about 1.3 million 
were receiving general assistance under programs without any Federal 
aid. The general assistance caseload increased by 117,000 persons 
from December 1958 to January 1959. In July 1957 there were about 
5.9 million persons receiving public assistance, of whom 5.3 million 
were on federally aided programs and 674,000 were receiving general 
assistance. 

You can see from these figures that assistance rolls have been climb- 
ing. General assistance in the past year has increased to the extent of 
45 percent in terms of total expenditures and 25 percent in terms of 
number of cases. Medical care is an important factor in eligibility 
for public assistance. Medical-care costs have been rising twice as fast 
as the overall cost of living, while hospital costs have risen nearly four 
times as fast as the general price rise. 

Asa result of all these factors, assistance expenditures for the Nation 
are running $25 million more per month than they were a year ago. 
Figures in the preceding paragraphs will be brought up to date. 

We feel we would be remiss in our responsibilities if we did not 
emphasize to you that the number of persons who must seek public 
assistance is still increasing. The unemployed “employables” generally 
are not eligible for assistance under the categories of old-age assist- 
ance, aid to the blind, aid to dependent children, or aid to the perma- 
nently and totally disabled. Some State and local governments, there- 
fore, have had to consider appropriating increased funds to provide 
minimum help for the families involved. 

States and localities are having a difficult time meeting these emer- 
gency needs. The federally aided categories also are showing the 


) 
l- 
le 
t- 
al 
rs 
al 
y; 
ts 
he 
ns 
al 
he 


754 UNEMPLOYMENT COMPENSATION 


effects of current conditions, especially as some relatives are unable 
to contribute to support their parents. Individuals with physical 
disabilities and marginal skills who are able to support their families 
when business conditions are good are often the first to be laid off 
and thus must apply for assistance. When working mothers who are 
normally the support of their families become unemployed, they soon 
apply for aid to dependent children. 

The American Public Welfare Association is committed to the prin- 
ciple of doing everything reasonably possible to reduce the assistance 
rolls to the absolute minimum consistent with the welfare of assist- 
ance recipients. It is for this reason that we have supported the 
extension and improvements in unemployment insurance and OASDI 
which have been made in the past and that we are urging that further 
steps be taken by the Congress at this time. 

The American Public Welfare Association believes that the unem- 
ployment insurance program should be strengthened with respect to 
the duration of benefits and the adequacy of benefit payments. 

We also believe that consideration should be given to extension of 
coverage and less restrictive eligibility and disqualification provisions. 

In recent study on unemployment and unemployment insurance 
issued by Prof. William Haber, Fedele F. Fauri, and Wilbur J. Cohen, 
of the University of Michigan, they reported that of all heads of 
families who were unemployed during the recession, about 6.5 per- 
cent sought and obtained public relief from State and local welfare 
agencies. They found the proportion increased substantially as the 
duration of unemployment increased. They also found that 36 per- 
cent of all unemployed individuals did not receive any unemployment 
insurance benefits and that unemployment insurance benefits as a 


whole replaced only about 20 to 25 percent of the wage loss incurred 
by unemployed persons during the recession. 

These facts clearly demonstrate the need for improving our unem- 
ployment insurance program. 

The Federal legislative objectives for 1959, as approved by our 
board of directors, contains the following statement of policy on 
unemployment insurance: 


UNEMPLOYMENT INSURANCE 


28. The unemployment insurance program, as a preferable means of meeting 
the income-maintenance needs of unemployed people and as a means of keeping 
the need for public assistance to a minimum should be strengthened by estab- 
lishing Federal standards which would assure more adequate benefit payments, 
including benefits for dependents; extension of coverage to earners still ex- 
cluded; provision for a minimum duration of benefits and appropriate extension 
of the duration during any period of extended unemployment; provision for 
more equitable eligibility conditions; provisions for less restrictive disqualifica- 
tion requirements; and an increase in the amount of earnings creditable for 
contribution and benefit purposes in line with current conditions. 


At this particular time we especially urge favorable consideration 
to Federal legislation extending the duration of unemployment in- 
surance benefits because thousands of unemployed persons each week 
ure exhausting their rights to benefits and many more persons are 
likely to exhaust their benefits in the weeks ahead. Some of these 
persons or their dependents inevitably will apply to the welfare 
agency for public assistance, but in many communities they are not 


eligi 
rs 
subs 
it 
or I 
for 
to tl 
met 
of 1 
the 
insv 
lons 
V 
toe 
of | 
wil 
Wh 
we 
for 
unc 
y 
pro 
An 
ec 

7 
up 
me: 
Jar 
rel 
Ste 
em 
dis 
no 
( 
iste 
req 
off 
er: 
| for 
So 
or: 
mt 
cit 
we 

an 
me 
an 


UNEMPLOYMENT COMPENSATION 755 


eligible for assistance because of their assets or because employable 
persons are not eligible for assistance. 

In other cases, when persons who exhaust their benefits are able 
subsequently to obtain part-time or full-time employment, they make 
it impossible for another person with less skill or ability to obtain 
or retain employment. This other person may then have to apply 
for assistance. This vicious circle breeds insecurity and is damaging 
to the morale and skills of thousands of persons. 

While unemployment insurance is a particularly appropriate 
method of handling short-time unemployment, the existing duration 
of unemployment Gepulis in nearly every State is inadequate. We 
therefore urge you to take Federal action to improve unemployment 
insurance benefits to meet the present emergency, as well as for the 
longer run. 

We believe the Federal Unemployment Tax Act should be amended 
to extend coverage to employers of one or more employees. A number 
of States already have enacted laws providing that such coverage 
will become effective if and when the Federal law is so amended. 
While such an amendment would not help in the present emergency 
we believe that the present situation has pointed up again the need 
for this action which has been recommended by the executive branch 
under both Republican and Democratic administrations. 

We also endorse extension of coverage to employees engaged in the 
processing of agricultural products, to farm workers, to employees in 
American aircraft outside the United States, and to employees of non- 

rofit institutions, to employees in Federal instrumentalities such as 
ederal credit unions, and to employees in Puerto Rico. 

The Social Security Act gave the State two incentives. The act set 
up a Federal unemployment tax on employers in industry and com- 
merce who had eight or more employees—four or more, beginning in 
January 1956. It made it possible, however, for employers to be 
relieved of paying most of this tax if they were contributors under a 
State unemployment insurance law. Therefore, a State that taxed 
employers to pay for unemployment insurance did not put them at a 
disadvantage in competing with similar businesses in States that had 
no such tax. 

Congress also authorized grants to States to meet the costs of admin- 
istering State systems. A State program has to meet certain Federal 
requirements in law and administration if employers are to get their 
offset against the Federal tax and if the State is to receive Federal 
grants for administration. 

The Federal taxing power was used, therefore, to make it necessary 
for each State to have some kind of an unemployment insurance law. 
So there is Federal intervention in the unemployment insurance pro- 
gram now. The Federal law also establishes certain standards a State 
must meet in order for its State plan to be approved. Thus the prin- 
ciple of standards is already included in the Federal law. In effect, 
we have a joint plan, a cooperative program—a Federal-State system. 

Tn order to protect employers, employees, their families, the States, 
and the Federal Treasury, it seems clear that we must be willing to 
make some modification in the character of the Federal responsibility 
and Federal standards incorporated in this vital program. 


| 
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May I recall to you that this is the view of the Advisory Council on 
Social Security which was appointed in 1947. This Council unani- 
mously agreed in 1948 that there were five major deficiencies in the 
present unemployment insurance program. They found these defi- 
ciencies to be as follows (p. 139) : 

1. Inadequate coverage: Only about 7 out of 10 employees are now 
covered by unemployment insurance. Today about 8 out of 10 em- 
ployees are covered. 

2. Benefit financing which operates as a barrier to liberalizing ben- 
efit provisions: The present arrangements permit States to compete 
in establishing low contribution rates for employers and therefore 
discourages the adoption of more adequate benefit provisions. 

3. Irrational relationship between the contribution rates and the 
cyclical movements of business: The present arrangements tend to 
make the contribution rate fluctuation inversely with the volume of 
employment, declining when employment is high and when contribu- 
tions to the unemployment compensation fund are easiest to make 
and increasing when employment declines and when the burden of 
contributions is greatest. 

4. Administrative deficiencies: Improvement is needed in methods 
of financing administrative costs, provisions for determining eligibility 
and benefit amount in interstate claims, procedures for developing 
interstate claims, and methods designed to insure prompt payments 
on all valid claims and to prevent payments on invalid claims. 

5. Lack of adequate employee and citizen participation in the 
program: Workers now have less influence on guiding the administra- 
tion of the program and developing legislative policy than they should, 
and some employees, employers, and members of the general public 
tend to regard anemployment compensation more as a handout than 
as social insurance earned by employment, financed by contributions, 
and payable only to those who satisfy eligibility requirements. 

’ The council was composed of 17 distinguished persons, includin 

representatives of business, labor, insurance companies, the Counci 
of State Governments, and the public. Edward R. Stettinius, Jr., was 
chairman, and Prof. Sumner Slichter was associate chairman. 
Marion B. Folsom, recently Secretary of Health, Education, and 
Welfare, was a member of the council. 

The Advisory Council on Social Security stated in 1948 that: 

Liberalization of the benefit, duration, and eligibility conditions in the State 
law is generally needed (p. 145). 

_ Despite the improvements made in State laws since 1948, the crit- 
icisms made by the council are still valid on the whole today. 

The council pointed out that : 


Benefit amounts are generally still too low in relation to wages (p. 146). 


At that time the average weekly benefit amount was about 35 
percent of the average weekly wage, page 193. Today, despite im- 
provements in State laws in the meantime, the average weekly benefit 
amount is about 37 percent. 

The council stated : 


Unemployment insurance payments should be as high a proportion of wage 
loss caused by unemployment as is practicable without inducing people to prefer 
idleness to work. The higher the ratio of unemployment benefits to wage loss 
caused by unemployment, the more effectively unemploynient insurance limits 
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the tendency for the reduced purchasing power of unemployed persons to create 
more unemployment. Liberalization of unemployment compensation should take 
the form of (1) more liberal eligibility requirements; (2) higher benefits in 
relation to wages; and (3) longer duration of benefit payments (p. 145). 

General public assistance: Unemployment insurance, however, can- 
not and should not be made to cover ail needs that arise as a result of 
unemployment. Some occupations are not covered by unemployment 
insurance and there are cases of persons with large families or special 
medical needs where unemployment insurance benefits will not be sufli- 
cient. When these people are without any income, they apply for 
assistance. 

General assistance, in some States and localities called direct relief 
or home relief, is available in many communities today only to “unem- 
ployable” persons. In other words, the statement made by Mr. Comp- 
ton about comparing the rate in the unemployment compensation and 
then a person exhausting that having a case worker come out to his 
home and make a budget for him is nonexistent in many State: 
because in a majority of the States themselves, and in my own State o 
Maryland, there is no statewide system of helping the unemployed 
person whose need is due to lack of work and who has no other protec- 
tion. He is simply left to fend for himself and thrown on the mercy 
of the community generally. 

In many States such assistance is very limited because it is financed 
entirely by the counties from property taxes. One-half of all the 
cost of general assistance throughout the country in the fiscal year 
1957 was borne by the cities or counties, the other half by the States. 
Federal funds are not available for general assistance. Thus we 
find ourselves in the present emergency without an adequate under- 
pinay of our unemployment insurance program to meet emergency 
needs. 

We strongly urge that your committee authorize Federal aid to the 
States to meet the needs of those who must apply for general assistance. 
This is an immediate and urgent necessity and will continue to be in 
the years ahead. 

e wish to point out that the Advisory Council on Social Security 
to the Senate Committee on Finance recommended that : 
Federal grants-in-aid should be made available to the States for general assist- 


ance payments to needy persons not now eligible for assistance under the existing 
State-Federal public assistance programs (p. 108). 


We concur in the statement by the council : 


In recommending Federal grants-in-aid to the States, for general assistance, 
we do not intend that a general assistance program should be considered as a 
preferred method of dealing with large-scale unemployment if it should again 
occur. Neither should general assistance be a substitute for unemployment 
insurance * * *, General assistance would serve the purpose of providing an 
underpinning for the other social measures by aiding those for whom no other 
means of support is available (p.112). 


A million and a quarter persons are receiving general assistance at 
the present time, in April of 1959. The number increased 350,000 
during the past year. Despite the fact that many persons in many 
communities are ineligible for general assistance due to lack of local 
funds, the general assistance rolls have been climbing. Some locali- 
ties are considering cutting back on their funds for general assistance 
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due to decreased tax revenues. In my own State, the State of Mary- 
land, which is a sma)) State, we have already noticed that. _ 

Beginning April 1, no longer are people eligible for the 18 additional 
weeks after the exhaustion of their 26 weeks in our State, and in the 
several areas of our States that have a very limited general assistance 

rogram, we have already noted a small increase in applications, which 
in all likelihood will continue to increase in the months ahead. 

The general assistance program is extremely sensitive to unemploy- 
ment compensation and we can visualize by the midsummer in Mary- 
land, unless we have a real pickup in employment, a very real drain 
on our public assistance program which at this time we are not pre- 
pared to meet if it amounts to any appreciable size over the present 
volume. 

The amount being paid for general assistance is inadequate. The 
average monthly payment in December was $67 per case, which in- 
cludes the average payment for both families and single persons. This 
average varies widely among States and localities. Statistics from the 
Social Security Administration show that the average monthly pay- 
ment in November 1957 was about $12.50 to $14.23 in Alabama, Arkan- 
sas, Mississippi, and Oklahoma. 

Federal aid at the present time not only would enable the States 
and localities to care for needy persons now without income, but also 
would provide somewhat more adequately for the needy persons now 
receiving insufficient payments. 

Improvement in aid to dependent children: We also wish to recom- 
mend that the aid to dependent children program—title IV of the So- 


cial Security Act—should be strengthened by providing Federal aid 
to the States for cer needy child living with any relative. At the 


present time Federal aid is limited to those cases where the child is 
needy due to the disability, death, or absence of a parent. If the 
parent is unemployable or unemployed, his children cannot receive 
State aid from Federal funds unless he willfully absents himself from 
the home. 

We do not think it is proper or desirable to subject families to this 
kind of pressure. 

We urge you to strengthen the program by striking out the clause 
in the existing Federal law which limits the use of Federal funds to 
cases of the disability, death or absence of a parent, or at the very 
least to add “unemployment” as one of the factors which a State may 
use to determine eligibility under the aid to dependent children 
program. 

We are engaged now in Maryland in an exhausting study of the 
25,000-odd children that we have on aid to dependent children. We 
have helping us the Federal Security Agency, and also a private 
firm that engages in this kind of research from New York. 

We are alarmed about the number of families where we think that 
the absence of the father from the home can be attributed to the fact 
that if he goes away from home his family can gain some kind of 
protection from the community, whereas, if he stays and remains un- 
employed, he cannot really be helped under the program. It is a 
matter of very vital concern to us at the beginning of this study that 
we are now embarked upon to find out what are the characteristics of 
these 25,000 kids, what kind of families do they come from, what is 
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the factor of illegitimacy that gives us such trouble, and what we can 


do in Maryland about making that program more protective for the 
25,000 children that we are aiding at any one time. 
Federal legislative objectives: Before concluding, I would like to 


insert in the record the Federal legislative objectives adopted by our 
board of directors for 1959. 


(Information referred to follows :) 


FEDERAL LEGISLATIVE OpJECTIVES, 1959 


The American Public Welfare Association believes that the States and their 
political subdivisions have the primary responsibility for developing and ad- 
ministering effective public welfare services in the United States. The Federal 
Government has the obligation to develop nationwide goals and to use its con- 
stitutional taxing power to equalize the financing of public welfare so that 
public welfare services may be available on a reasonably equitable basis through- 
out the country. The States, their political subdivisions, and the Federal Gov- 
ernment, in cooperation, must provide the leadership and the professional and 
technical personnel to carry out these obligations. The association’s legislative 
objectives are based on these premises and on the recognition of the importance 
of preserving and strengthening family life, encouraging self-responsibility, and 
assuring humanitarian concern for individuals and families. 

To accomplish these purposes the association believes that— 

Contributory social insurance is a preferable governmental method of 
protecting individuals and their families against loss of income due to unem- 
ployment, sickness, disability, death of the family breadwinner, and retire- 
ment in old age; 

Public welfare programs should provide effective services to all who re- 
quire them including financial -assistance and preventive, protective, and 
rehabilitative services, and these services should be available to all persons 
without regard to residence, settlement, or citizenship requirements ; 

The benefits of modern medical science should be available to all; and 
to the extent that individuals cannot secure them for themselves govern- 
mental or other social measures should assure their availability ; 

Democracy has a special obligation to assure to all the Nation’s children 
full and equitable opportunity for family life, healthy growth, and maxi- 
mum utilization of their potentialities. 

These general principles are amplified in other policy statements approved 
by the board of directors of the association. The welfare policy committee of 
the association has reviewed all of these statements in the light of current 
needs and has developed specific legislative objectives for 1959. While the fol- 
lowing list does not include all of the association’s policy positions, it presents 
in condensed form those immediate and longer range legislative objectives which 
are most likely to be of current significance in,improving public welfare 
services, 

PUBLIC WELFARE PROGRAMS 
Scope of program 

(1) The comprehensive nature of public welfare responsibility should be 
recognized through Federal grants-in-aid which will enable the States to pro- 
vide not only financial assistance (including medical care) and other services 
for the aged, the blind, the disabled, and dependent children, but also general 
assistance and services for all other needy persons. 

(2) Federal financial aid should be available to assist States in carrying out 
public welfare responsibility for preventive, protective and rehabilitative serv- 
ices to all who require them, irrespective of financial need. 

(3) The Federal Government should participate financially only in those 
assistance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, or 
Citizenship requirements. 

(4) The aid to dependent children program should be strengthened by pro- 
viding Federal aid to the States for any needy child living with any relative. 

(5) Specific provisions should be made for Federal financial participation in 
the maintenance of children who require foster care. 

(6) Child welfare services in the Social Security Act should be broadened in 
scope, and the funds authorized and appropriated should be increased in all 
States sufliciently to extend and improve their programs compatible with the 
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growing child population and the continuing advances in knowledge which make 
more effective services attainable. 

Specific provision should be made for Federal financial assistance to States 
to stimulate and support programs for the prevention and control of juvenile 
delinquency. This should include research and the training of personnel. 

(7) The category of aid to the parmanently and totally disabled should be 
modified by eliminating the Federal restriction requiring a disability to be 
permanent and total and by eliminating the age requirement so that all needy 
disabled persons may be aided under the program. 

(8) The Federal Government should participate financially in the develop- 
ment of specialized services for the aged, irrespective of financial need. 

(9) The Federal Government, in cooperation with the States, should study 
the restriction on Federal financial participation in assistance payments to 
adults living in public nonmedical institutions. 


Methods of financing programs 


(10) The continuation of the Federal open-end appropriation is essential to a 
sound State-Federal fiscal partnership in all aspects of public assistance. Since 
it is not possible to predict accurately the incidence and areas of need, flexibility 
is necessary in financing public assistance programs. 

(11) Federal financial participation should be on an equalization grant basis 
provided by law and applicable to financial assistance (including medical care), 
welfare services (including child welfare), and administration. 

(12) No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services, or 
administration. 

(13) Maximums on Federal participation in public assistance (including medi- 
eal care) should continue to be related to the average payment per recipient and 
should be sufficient to assure reasonable standards of maintenance, comprehen- 
sive medical care, and the preservation and strengthening of family life. 

Federal participation in aid to dependent children should be increased to a level 
which will assure treatment of children equitable with that accorded other pub- 
lic assistance recipients. 

(14) Federal aid for public assistance should be on the same basis for Puerto 
Rico, the Virgin Islands, and Guam as for other jurisdictions. In particular, the 
annual dollar limitations on Federal participation should be removed. 

_ (15) The Federal Government should participate financially in the costs of 
any State and local civil defense welfare services. 

(16) Federal legislation should provide funds for American nationals in need 
of assistance and other services who are repatriated from abroad. 


Administration 


(17) Adequate and qualified personnel is essential in the administration of 
public welfare programs. Federal financial participation in administrative costs 
of State welfare programs should be sufficient to enable States to provide for the 
adequate administration of all welfare programs. 

(18) Adequate Federal funds should be authorized on a permanent basis to 
assist States in training staff for State and local public welfare programs and 
moneys should be appropriated for this purpose. 

(19) Public welfare programs in which the Federal Government participates 
rer should be administered by a single agency at the local, State, and Fed- 
eral level. 

(20) Federal, State, and local public welfare agencies should participate in 
and assist in the administrative coordination of all related programs in which 
there is Federal financial participation. 


(21) The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


SOCIAL INSURANCE 
OASDI 


(22) The contributory old-age, survivors, and disability insurance program, as 
a preferable means of meeting the income-maintenance needs of people and as a 
means of keeping the need for public assistance to a minimum, should be strength- 
ened by making benefit payments more adequate; by increasing the amount of 
earnings creditable for contribution and benefit purposes in line with current 
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conditions; by providing benefits for disabled insured persons of any age and for 
their dependents ; by extending coverage to earners still excluded. 

(28) Health costs of old-age, survivors, and disability insurance beneficiaries 
should be financed through the OASDI program. Arrangements for achieving 
this objective should take into account the priority needs of the groups to be 
served; availability of facilities, personnel, and services; and protection and 
encouragement of high quality of care, including the organization of health and 
related services to effect appropriate utilization of services and facilities. 

(24) The funds of the insurance program should be available to help restore 
persons on the OASDI disability rolis to gainful employment since such expendi- 
tures would result in a net saving to the fund and increase the number of persons 
rehabilitated. 

(25) To the extent that changes to improve the OASDI program increase the 
cost of the program, contributions should be increased to insure the financial sta- 
bility of the program. 

(26) The membership of the Advisory Council on Social Security Financing, 
established by the 1956 amendments, should include representation from public 
welfare and its functions should be broadened to include responsibility for recom- 
mending improvements in all aspects of old-age, survivors, and disability insur- 
ance, with particular emphasis on methods of keeping the program in line with 
current economic conditions and with changes in levels of living. 

(27) Adequate and qualified personnel are essential in the administration of 
the old-age, survivors, and disability insurance program. Federal funds should 
be utilized for the professional training of staff in institutions of higher learning. 


Unemployment insurance 

(28) The unemployment insurance program, as a preferable means of meeting 
the income-maintenance needs of unemployed people and as a means of keeping 
the need for public assistance to a minimum, should be strengthened by establish- 
ing Federal standards which would assure: more adequate benefit payments in- 
cluding benefits for dependents ; extension of coverage to earners still excluded; 
provision for a minimum duration of benefits and appropriate extension of the 
duration during any period of extended unemployment; provision for more 
equitable eligibility conditions; provisions for less restrictive disqualification re- 
quirements; and an increase in the amount of earnings creditable for contribu- 
tion and benefit purposes in line with current conditions. 


Other social insurance 


(29) Study should be given to ways of improving and extending, on a sound 
social insurance basis, temporary disability insurance benefits and workmen’s 
compensation programs, with emphasis on planning for effective medical care and 
vocational rehabilitation. 


RESEARCH AND DEMONSTRATION PROJECTS 


(30) Federal funds should be authorized and appropriated for research and 
demonstration projects in all aspects of social security and public welfare. 


RELATED PROGRAMS 


(31) The Federal Government should provide leadership, funds, and re- 
search for the promotion of health and the prevention of sickness and disability 
contributing to dependency. Federal health programs should encourage and 
enable State and local health departments to make a more effective contribution 
to broad programs of physical restoration. In view of the increasing number of 
children and the increasing cost of medical service, the amounts authorized and 
appropriated for maternal and child health and crippled children’s services in 
the Social Security Act should be increased. 

(82) Public welfare has a responsibility to assure that comprehensive rehabili- 
tative services are made available to persons who require them. In carrying out 
this objective, public welfare programs have the responsibility to restore indi- 
viduals to self-care and independent living and to strengthen family life. As 
part of this responsibility, public welfare agencies are concerned with the avail- 
ability of adequate vocational rehabilitation services for individuals who can 
benefit from them. 

Since many eligible individuals in the United States still are deprived of voca- 
tional rehabilitation services, such services should be Strengthened so that all 
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vocationally handicapped persons who present reasonable possibilities of attain- 
ing a vocational objective would be served. The vocational rehabilitation pro- 
gram also should be strengthened by permitting States to designate the State 
agency which can most effectively administer this program. 

(33) Federal programs should provide more effective aid to help meet the 
needs of mentally retarded and other handicapped children. 

(34) The nonquota entry of foreign-born orphans should be limited to children 
who are placed for adoption in the United States with the approval of authorized 
social agencies, and to children who are adopted abroad by U.S. citizens residing 
in the country where the adoption takes place. 


(35) The Federal Fair Labor Standards Act should be amended to extend cov- 
erage and to increase the minimum wage in line with current conditions. 

Mr. Waxrter. These recommendations represent our judgment on 
social needs and proposals which, in the light of our experience, are 
feasible for consideration this year. A number of our recommenda- 
tions are pertinent to some of the proposals pending before the com- 
mittee and to the responsibilities of this committee on social security 
legislation generally. 

1 should like just to point out some of these recommendations in 
addition to those I have already made: 

(1) The comprehensive nature of public welfare responsibility should be rec- 
ognized through Federal grants-in-aid which will enable the States to provide 
not only financial assistance, including medical care, and other services for the 
aged, the blind, the disabled, and dependent children, but also general assist- 
ance and services for all other needy persons. 

As a matter of fact, in the administration of this program that I 
spoke about, aid to dependent children throughout the Nation today, 
just as important as the dollars that these families get should be the 
social services that we give to the mothers in these families to help 
them meet the needs of their children on some acceptable basis within 
the community. 

What many of the States are engaged in now is making this money 
available to families and children just on the basis of the fact that they 
don’t have any money, without any real effort being made to give to 
that mother the help that she needs in bringing up the home to some 
acceptable standard where the children will get the kind of minimal 
care that will enable them, when they become adults, to lead the kind 
of lives that are going to be satisfying to all of the things that moti- 
vate the human individual. 

If we had the services available, if we had the social workers that 
would be necessary to give decent service to ADC families, I am sure 
that we could, within a relatively short time, meet most of the objec- 
tions that we now have to that program. 

(3) The Federal Government should participate financially only in those as- 
sistance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, 
or citizenship requirements. 

That is the ideal we would like to have which one State in America 
does have, New York, to be able to grant assistance on the basis of need 
and not on the basis of residence. New York has made exhaustive 
study with one of the highest average grants in America for all of its 
assistance categories. They give assistance to people on the basis of 
need, not on the basis of residence, and they have not found it to be 
an expensive proposition, nor have they found people migrating to 
New York for purposes of public assistance. 
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(7) The category of aid to permanently and totally disabled should be modi- 
fied by eliminating the Federal restriction requiring a disability to be permanent 
and total and by eliminating the age requirement so that all needy disabled 
persons may be aided under the program. 

Iam sure that other items in our Federal legislative objectives will 
also be of interest to you, but in order to conserve your time, I will 
put them in the record. 

Conclusion: Members of the American Public Welfare Aid Asso- 
ciation each day deal with many thousands of needy persons and fami- 
lies who apply for assistance and service. They know intimately and 
at first hand the problems of persons who have exhausted their unem- 

loyment insurance or are not covered by unemployment insurance. 

hey are keenly aware of the financial difficulties that States and lo- 
calities are having in meeting the social welfare needs of a population 
which is growing at a rate of 214 million a year and which has been 
moving across county and State lines, thus causing many families to 
lose their residence in their home locality. 

We are full working partners in the Federal-State program of 
public welfare and we have a large stake in the successful administra- 
tion of our entire social security program. 

We believe that the experience of the past 24 years has demonstrated 
the basic soundness of the Federal-State public welfare programs. 
But we believe that this experience has also demonstrated that there 
are gaps in our social security programs which warrant correcting at 
this time with congressional help. 

It is for this reason that I am here today to reaflirm the position 
of our association that a well-rounded and improved system of social 
insurance and public welfare is basic to the scurity of all the people 
of the Nation. 

We, therefore, urge that you give favorable consideration to the 
enactment of unemployment insurance, public assistance, and social 
security improvements at this session of Congress. 

Thank you very much. 

The Cuarrman. Judge Waxter, we thank you, sir, for bringing to 
us the views of the American Public Welfare Association of which 
you are the chairman. 

Are there any questions ? 

Mr. Averr. Mr. Chairman, just briefly, if I may. 

The CHarrmMan. Mr. Alger. 

Mr. Axcrr. Judge, the final paragraph actually helped me more 
than you will know. I wish you had put it somewhere in the beginning, 
because we are here considering only unemployment compensation. 
Sometimes we seem to be talking about relief and welfare, on the one 
hand, and on the other of the overall problem of creating or needing 
more jobs, neither being unemployment compensation, which was 
originally intended to be temporary and not to be relief. Some of the 
statements you made prior to this actually puts this entire statement 
in the field of nitienl assistance, public assistance, relief, and the 
things that you are particularly concerned about, but do not relate 
directly to unemployment compensation. So I want you to know that 
until that final paragraph, you had me entirely at sea, because I have 
been thinking in terms of unemployment compensation. 

Most of your talk does not relate to that at all. 

Mr. Waxrer. May I make a comment ? 
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Mr. Aucer. Yes. 

Mr. Waxter. From where we sit in administering a public assist- 
ance program we really don’t see how the Congress can give extended 
consideration to amending old age and survivors insurance or to un- 
employment compensation without also at the same time considering 
the program that gets the people that fall through all these screens, 

The main object of social security really back from the thirties on is 
to take people off general assistance. I remember the time in Balti- 
more City when we had over 25 percent of our total population re- 
ceiving general assistance and what has happened since then is that 
with the Federal Congress and the local Sec we have taken 
group after group off of public assistance through old age and sur- 
vivors insurance, through unemployment compensation, and other- 
wise, by doing all kinds of things to shore up the economy; that from 
our point of view it is all linked together and we are doing everything 
we can to stress with the Congress the other necessity of taking care 
of the thousands of people right now in America who either are 
not entitled to unemployment compensation or who have exhausted 
their unemployment compensation, who are in need because there is 
no nationwide program to take care of that group. That is why we 
took this opportunity of presenting the thing to you as we saw it as 
a whole and not in segments. 

We don’t think you can consider it in segments. 

Mr. Aucer. Judge, I realize that and that is why I mentioned that 
specifically as an overall interpretaton of your statement, but here 
is what you say, and this leaves me completely at sea, in the second 
paragraph on page 8: 

We believe that the experience of the past 24 years has demonstrated the basic 
soundness of the Federal-State public welfare program. 

So far as that relates to the unemployment compensation, do you 

realize the vast difference between the imposition of Federal stand- 
ards now being asked of this committee in this hearing compared to 
what you said in this paragraph ? 

Mr. Waxrer. Yes. All I have said is that there are plenty of exam- 
ples that one could follow and actually, there are some standards now. 

Mr. Auger. What I am saying is there is an almost diametrically 
opposed viewpoint being expressed now by those who have said the 
States have failed. You say: 


We believe in the basic program. We just want to fill some gaps. 


Weare not filling gaps here. We are absolutely changing the entire 
basic nature of this unemployment compensation where up to this point 
the States have had jurisdiction. From this day forward, if we take 
the bill, Federal standards will be imposed on them. 

Mr. Waxter. I would accept that and say that our language here 
relates more to our own program than it does to the comments that 
you make about unemployment compensation. 

Mr. Arcer: One final question. 

If you were in our seat and you recognized this year we are running 
$13 billion in the hole, where would you stop spending? : 

Because the things you ask here are ad infinitum. I am not asking 
you that to embarrass you because we are in the same position, but 
the taxpayers look to us to be responsible. : 
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Political parties fight each other as to who gives the most; virtually 
giveaways. 

Your statement today is a grandiose scheme for spending. We are 
all do-gooders. I want to help people as much as you do. 

Mr. Waxter. It is a matter of degree. 

Mr. Auerr. Yes; it is because I am asking you what I ask myself: 
How much are we helping needy people and all the people of this coun- 
try if we bankrupt the Nation? 

Mr. Waxrter. I can tell you how much you can help the needy people 
in my State. 

Mr. Ager. I am not talking about the people you are helping. I 
am talking about keeping the Nation solvent, and we are running $13 
billion in the hole this year. 

Where do yeu draw the line or do you ever think about fiscal 
responsibility 

Mr. Waxrer. I was under the impression in following the papers 
that this is something that the Senate is exploring, and you are prob- 
ably doing it too, but in the Senate in this clash of ideologies as to 
the spending policies of the Federal Government, it is being pretty 
thoroughly explored with a group of economists over there who take 
all sides on this measure, as to what we have to do with the present 
budget and the possibilities of further taxation. 

: Pug not prepared to speak on that because I am entirely out of my 
eld. 

Mr. Arerr. I am asking you, Judge Waxter. I can go to the 
economists, and all of us are full of their viewpoints. I am simply 
reminding you then, if you want to put it that way, that we here are 
supposed to draw the line somewhere in spending other people’s 
money. 

Mr. Waxter. So far as my own State is concerned, I have watched 
Baltimore as a city where I have lived all my life gradually increase 
the standard of living of all of its people from the very bottom to the 
very top, and I believe that there is sufficient faith in our State through 
our own taxing powers and through the taxing power of the Federal 
Government in terms of real income to infinitely more adequately take 
_ of our people at the very bottom than we are doing at the present 

ime. 

_ I don’t see any real sacrifice being made by'the people of Maryland 
in terms of the taxes they pay to Uncle Sam, to oa State, and to the 
county. 

Mr. Arcer. You mean you say that by increasing taxes there is the 
tax ability there to tax people? 

Mr. Waxter. I know that there is the faith there. The people of 
our State are living better than they ever have before. 

} Mr. Arcer. I will accept that. 

Mr. Waxter. I know that there is sufficient faith to take care of the 
needs of the people with minimal decency, which we don’t do now. 
he = people on our old-age assistance, for instance, $20 a month 

or food. 

}| Mr. Arcer. If you have the courage to say that you think this pro- 
| gram is so important, or these things you ask are so important, that 
} we should raise the taxes, I cannot argue with that at all. 
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Mr. Waxter. What I am saying is that I know in my State there is 
sufficient faith there. There has been this enormous increase in the 
standard of living of our people and there certainly is sufficient faith 
to maintain these people vith minimal decency, which we don’t do 
now, and in terms of res numbers of unemployed where we do not 
have any kind of program at all, where they are screened through 
unemployment compensation. 

Now, the Congress of the United States ought to be wise enough to 
assemble the kind of brains that are necessary to tell us how we can 
utilize the real income of the Nation in terms of helping these people. I 
am not sufficiently familiar as a tax expert to suggest to you what we 
should do with our tax structure, but I know we have the real facilities 
and the real income in our State to do a much better job by our people 
than we are doing now. 

Mr. Arcer. We both opened Pandora’s box. Let’s leave it there. 
I recognize and respect your people. 

The Cuatrman. Are there any further questions? 

If not, we thank you again, Judge Waxter, for coming to the com- 
mittee. 

The Cuamman. We understand that Mr. Erle Cocke, Jr., who 
was scheduled to represent the Georgia State Chamber of Com- 
merce, was unable to be here today. However, Mr. Walter M. 
Cheatham, manager of the governmental department of the Geor- 
gia State Chamber of Commerce, is here to present Mr. Cocke's 
statement for him. Will Mr. Cheatham please step forward and 
identify himself for the record ¢ 

Mr. CueatHam. My name is Mr. Walter M. Cheatham. I am the 
manager of the governmental department of the Georgia State Cham- 
ber of Commerce in Atlanta, Ga. Because of Mr. Cocke’s inability 
to be present today, I would like to submit. his prepared statement 
to the members of the committee for their consideration. Thank 

ou. 
h The Cuarrman. Mr. Cheatham, Mr. Cocke’s statement shall be in- 
corporated in the hearings and given every consideration, Thank 
you for coming here today. 


STATEMENT BY ERLE COCKE, JR., REPRESENTING GEORGIA STATE 
CHAMBER OF COMMERCE PRESENTED BY WALTER M. CHEAT- 
HAM, MANAGER OF THE GOVERNMENTAL DEPARTMENT, 
GEORGIA STATE CHAMBER OF COMMERCE 


Mr. Cocke. My name is Erle Cocke, Jr. I am a vice president | 
of Delta Air Lines, past national commander of the American Le- | 
gion, which has long favored the continuation and improvement of | 
experience rating until State laws and State control of the admin- 
istration of epee agai compensation. I also am a member and 


past director of the Georgia State Chamber of Commerce, a business 
federation. composed of some 3,000 business and industrial firms 1n 
Georgia, and I am here today as a representative of the Georgia 
State Chamber of Commerce. 

In creating the Federal-State system of unemployment compensa- 
tion, it seemed reasonable to the Congress to require the employers 
of the Nation to provide funds for the payment of unemployment 
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compensation to workers temporarily unemployed through no fault 
of their own. It seemed reasonable to the Congress to provide for 
the States through their various experience Rs eB to encourage 
employers to keep their workers fully employed. And it seemed 
reasonable to the Congress for the individual States to determine the 
amount and duration of benefits to be paid. And it was reasonable. 
Funds have been — by employers and benefits paid to un- 
employed workers. The value of the Federal-State system based on 
insurance principles has been demonstrated. But now that the value 
of the system as a first line of defense against the ills of unemploy- 
ment has been demonstrated, there are some who now insist that this 
first line of defense designed to protect the worker temporarily un- 
employed—through no fault of his own—be converted into an im- 
pregnable Maginot line. They maintain that behind this line a 
worker experiencing prolonged unemployment may live secure in the 
knowledge that for the greater portion of the year he will receive an 
income only slightly less than that of the fully employed worker. 
But, as was true of the Great Wall of China and of most fixed lines 
since that time, about all they do is lull those who build them into a 
false sense of security. The war against the ills of temporary and 


‘ prolonged unemployment must be fought on different fronts and 
( with different weapons. No one weapon fashioned in Washington 
# can be equally effective against a temporary layoff of garment work- 
%, ers in one State and an indefinite layotf of miners in another. 
d The company with which I am connected is in the business of selling 
transportation by air. It provides one thing: air transportation. 
* But the type and frequency of service is determined by individual 
- community requirements. An attempt to provide the same service 
Ly to all points in the system regardless of local demand would bank- 
nt rupt the company. An attempt to impose uniform standards upon 
k all States regardless of the industrial pattern or individual needs 
| might not bankrupt the Nation. But it would destroy the Federal- 
™ State unemployment compensation program based on insurance 
nk principles. 
Here, I believe, is what you want: 
(1) An unemployment compensation system with benefits suf- 
TE ficiently large to help the unemployed worker through a period 
T of temporary unemployment yet small enough to encourage him 
to find and hold a job. 
T, (2) A system that will encourage the employer to increase or 
stabilize his employment yet not impose unbearable penalties 
nt | when conditions beyond his control cause prolonged unemploy- 
ment. 
ies : (3) A system geared to the needs of the individual State 
be whether that State be a largely agricultural State, a State with 
wag” well diversified industry, or a State dependent largely upon one 
nd industry. 
- I can think of no better means by which to attain these objectives 
1D |) than to encourage the States to develop individual systems designed 
oa gn 
si 11 to best meet their own needs. 
Naturally, those who believe in a strongly centralized National 
a Government can see no virtue in a Federal-State system based on 


State experience. They can see virtue only in a plan drawn up in 
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Washington. But you gentlemen who recognize the geographical dif- 
ferences and the wide differences in types of economy in the States 
can appreciate the advantages of permitting States to fashion pro- 
grams which meet their needs and which meet with the approval of 
affected groups within the States. oe i 

In my State, and I am sure the same thing is trus in other States, 
the State advisory council composed of employer, employee, and pub- 
lic representatives meets regularly, reviews progress, considers weak- 
nesses, and recommends legislation. 

Our State legislature, and I am sure the same thing is true in other 
States, gives most favorable consideration to legislation suggested by 
the advisory council. Those who would have you believe that there 
has been little progress under the Federal-State system are either 


woefully uninformed or parponily distorting the fact. 
A staff report rele by Secretary of Labor Mitchell in October 


of 1958 said: 
Most significant of the changes that have been made in the weekly benefit 


amount provisions of State laws have related to the maximum weekly payment. 
Fifteen dollars was the maximum in all but two States in 1988. In 1952, 81 
percent of the covered workers were in the 35 States with a maximum of $25 
or more. Today, in 42 States with 89 percent of the covered workers, the maxi- 
mum, excluding dependents’ allowance, is $30 or more. The highest maximum 


aaa without dependents is $45 as compared with a high of $30 in 


The report further states: 


By 1952, 19 States with 61 percent of covered workers, provided a maximum 
of 26 weeks. In 4 of these States, and in 10 others with lesser maximums, 
the duration of benefits was uniform. In 1958, 33 States with 78 percent of 
covered workers provide maximum duration of at least 26 weeks. 

The record shows that substantial progress has been made by the 
States which have sought to increase benefit amounts and duration 
while giving due consideration to the financing of the larger payments 
for longer periods which have unduly increased the amount and dura- 
tion of benefits in order that they may maintain and even increase 
benefits which cannot be a nate by the State tax on its own em- 
ployers but must be financed by the Federal Government. 

If the unemployment compensation program is to be based on in- 
surance principles and not be permitted to degenerate into a costly 
and undesirable dole system, which would undermine the worker's 
self-reliance and bankrupt State trust funds, the States must be 
a ga to develop and maintain programs to meet their own 
needs. 

If States could readily obtain grants to supplement funds depleted 
because of unrealistic provisions of their State laws, there would be 
little incentive for them to maintain properly financed unemployment 
compensation systems. Loans instead of grants are required to en- 
courage States to maintain systems with benefits sufficiently large to 
help the unemployed worker through a period of temporary unem- 
ployment, yet small enough to encourage him to find and hold a job; 

stems that would encourage employers to increase or stabilize em- 
ployment, yet im unbearable penalties in case of prolonged un- 
— and systems geared to the needs of the individual 

tates. 
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The Reed Act was a long step in the right direction, but the amount 
of the loan fund provided by that act is inadequate and should be in- 
creased by making available the amounts collected under the Unem- 
ployment Tax Act and not used for administrative purposes in past 

ears. 
/j During the past 20 years, under the Federal-State system most 
States have increased the amount and duration of benefits while main- 
taining solvent trust funds. On the basis of experience we can expect 
them to continue to adjust their programs to meet changing conditions 
if not hamstrung by the impositon of unrealistic Federal standards. 

The CHairMAN, Without objection, the committee will adjourn un- 
til 2 p.m. today. 

(Thereupon, at 12:30 p.m., the committee recessed, to reconvene at 
2 p.m., same day.) 

AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 


I observe our colleague from Michigan, Mr. Dingell, is present. 
We will be glad to hear you, Mr. Dingell. 


STATEMENT OF REPRESENTATIVE JOHN D. DINGELL, OF 
MICHIGAN 


Mr. Drncett. Thank you, Mr. Chairman. 
Mr. Chairman, for the record, my name is John D. Dingell. I am 


a Member of Congress representing the 15th District of Michigan. 


I would like to preface my remarks very briefly by expressing my 
thanks and gratitude to the Chair and to the members of the committee 
for an opportunity to appear here and to discuss, Mr. Chairman, a 
subject close to my heart and to those of my people, that is, the estab- 
lishment of Federal standards for unemployment compensation. 

In order to facilitate the affairs of the committee, I will be most 
brief and only allude brieflly to my brief statement, and with the 
permission of the Chair, Mr. Chairman, I will insert my prepared 
statement in the record. 

The CuatrMan. Without objection, the entire statement will be 
made a part of the record. 

(The statement follows :) 


Mr. Chairman, permit me to express my gratitude for the high privilege of 
testifying on legislation to establish Federal standards for unemployment com- 
pensation. 

I am here to urge speedy enactment of identical legislation sponsored by Mr. 
Machrowicz, Mr. Karsten, by myself, in my bill H.R. 3558, and many other of 
our colleagues. 

These bills, all identical, propose Federal standards for State unemployment 
compensation programs, to provide, as nearly as possible, for uniform benefits, 
of longer duration, and a more liberal and realistic benefit scale. These bills 
would provide— 

(1) Benefits not less than 50 percent of the worker’s weekly wage or 
66% percent of the average wage across the State, whichever is less. 

(2) A uniform benefit period of 39 weeks. 

(3) That no qualifying requirement shall be more restrictive than base 
year earnings of 30 times the weekly amount or 1% times high quarter 
wages or 20 weeks’ employment. 

(4) That State benefits shall not be denied or reduced because of partici- 
pation in supplemental unemployment benefits. 
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(5) That States may provide for uniform rate reductions to employers 
as well as individual experience-rated reductions. 

(6) That all employees be covered, with the exception of domestics and 
agricultural employees. 

Financing of the various State programs would remain as it is today. 

These bills will not cost the Treasury one cent. They carry out the repeated 
recommendations of the President that States should establish just programs 
substantially identical to H.R. 3558, especially insofar as duration of benefits 
and schedule of benefits. The curious thing is that the President recommends 
these changes be voluntary on the part of the States. 

Noted economists like Arthur Burns, former head of the President’s Council 
of Economie Advisers, have pointed out the necessity of making these programs 
meet current needs. 

January and February unemployment statistics revealed 6 and 6.1 percent 
unemployment, respectively, which have not improved significantly in the March 
figures showing 4,362,000 people, or 5.8 percent (seasonally adjusted), out of 
work. Dr. Ira T. Ellis, a leading business economist employed by Du Pont, 
said recently that 5 percent unemployment would persist for the foreseeable 
future. 

The last recession which caused so much heartache and misery revealed 
both the great merit and the shortcomings of our existing system of unemploy- 
ment compensation. U.S. News & World Report announced that the $3,512 
billion pumped into the economy by the unemployment-compensation program 
prevented the effects of the recession from being vastly greater both as to dura- 
tion and intensity. 

At about the same time, a prominent economist warned that the existing pro- 
gram was not sufficient to meet a recession of long duration or severe intensity. 

Congress recognized the insufficiency of the present program to meet the needs 
of the recent recession by enacting the Temporary Unemployment Compensation 
Act during the last Congress and by extending it during this session. For that 
this committee is certainly to be commended. 

However, the United States as a whole lost $1.34 billion in high-velocity 
purchasing power which could have multiplied itself several times in providing 
goods, services, and jobs in a badly depressed economy. 

Let me discuss Michigan, by way of example. In 1958, 2.6 million people in 
the United States and 244,000 in Michigan exhausted their unemployment com- 
pensation. Indeed, 668,000 in the United States and 107,000 in Michigan 
exhausted temporary unemployment compensation, also. Our State of Michigan 

» is no different than other industrial States in having high unemployment which 
will persist for some time to come. Like other industrial States we would like 
to offer more liberal benefits on our own to care for our people. We find it 
impracticable because of the lower taxes in other States which offer very small 
benefits of short duration, and which hold up their low taxes as an inducement 
to industry to enter their borders. In Michigan we have some 343,000 or 11.6 
percent unemployed, and 205,000 or 13.5 percent unemployed in Detroit, who 
would be helped by these bills. 

Our unemployment benefits are among the highest in the country, yet they are 
not sufficient. They would be greately improved but for the knowledge that it 
would put Michigan in a disadvantageous position in securing industrial growth. 
Every other State faces the same problem in increasing its level of unemploy- 
ment compensation benefits. 

To show our loss, a worker earning the average wage in Michigan gets $99 
per week. Such a worker draws unemployment compensation benefits of $30 
per week for 26 weeks. Temporary unemployment compensation extended this 
to 39 weeks. Under Federal standards this worker would have drawn $49.50 
per week for 39 weeks. This worker lost $760.50 when laid off 9 months. 
Merchants, manufacturers, and furnishers of goods and services lost this much 
in purchasing power multiplied by the number similarly affected. 

Payments across the Nation are kept low. Competition for industry is, in a 
real sense, financed at the expense of the unemployed, certainly those least able 
to sustain thaf onus. Proof of this statement is seen in the fact that unemploy- 
ment compensation taxes have fallen on the average to about 10 percent of 
payroll from the original 2.7 percent of payroll, and the benefit level has fallen 
on the average to less than 33 percent of weekly wages on the national average 
from approximately 6624 percent of weekly wages. Most States still use the 
original figure of $3,000 per year for maximum wages.covered. This is, of 
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course, three-fourths to two-thirds of the average wage instead of about 100 
percent, as it was originally. 

The provisions of these bills are necessary for adequate protection of our 
people in a time of high sustained unemployment. More important, the bill 
provides another $1.34 billion in vitally needed purchasing power to sustain 
American business and industry. 

Mr. Drincetu. I would like to apologize to the Chair and my col- 
leagues on the committee for having been absent this morning. It 
was an unfortunate oversight on my part that necessitated my being 
at another committee of which I am a member to hear the Governor 
of the Canal Zone discuss matters affecting the Canal Zone and very 
vitally affecting that committee. 

Mr. Chairman, I am a sponsor of one of the long series of bills 
pending before this committee today to establish a program of Federal 
standards for unemployment compensation. 

I am sure the Chair has heard technical arguments from many 
other members, from persons more expert in the field of economics than 
I. I would point out to the Chair, however, that I come from one 
of the real depressed areas of this country, the city of Detroit. 

The last unemployment figures which we had indicated that we 
have some 13.9 percent and eleven and a fraction percent unemployed 
in the city of Detroit and in the State of Michigan, respectively. 

Many of these people have or will in the course of the next few 
weeks, or the course of the next year, exhaust all of their unemploy- 
ment compensation. 

The State of Michigan has-throughout its history been one of the 
more liberal States in its payment of unemployment compensation 
and in its recognition of social needs of its people. And as a result 
our program for unemployment compensation is one of the most liberal 
inthe country. Yet, because of the bidding which goes on for industry 
around the country, we find ourselves unable to have the kind of 
program which we would like to have. 

Our people back there would certainly like to see a program along 
the lines of the bills offered by the two distinguished members of 
this committee, Mr. Karsten and Mr. Machrowicz, by myself, and 
by a number of others. So we would be able to have a program of 
benefits approximately 50 percent of the worker’s oct wage, or 
6624 percent of the average wage across the State and a uniform 
benefit period of 39 weeks. 

I am sure the Chair and members of this committee are well cog- 
nizant of the fact we are now one Nation and what affects one part 
of this country economically vitally affects all other parts. Where 
we have a situation where we do not offer adequate unemployment 
compensation in one State it naturally has an effect on all the States 
within the Union. It is necessary that we should have for the first 
time in this Sta! some vigorous program of standards to enable 
our ee when they become unemployed not through their own 
fault to have sufficient means to tide them over until their next period 
of employment. 

This sounds humanitarian and certainly it is humanitarian, Mr. 
Chairman, but it has a much more important application than this 
which is just coldblooded economics, the furniching of purchasing 
power to everyone. 
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During the last year the unemployment compensation programs 
of this country pumped into the economy some $314 billion of pur- 
chasing power which otherwise would not have been there. 

I cite to the members of the committee the remarks which appeared 
in U.S. News & World Report during the last session of Congress, 
which stated because of unemployment compensation programs and 
social security and other similar programs that the recession was not 
and would not become as bad as the 1932 recession. A comment 
justifying effective unemployment programs which can only be accom- 
plished through Federal standards. 

So, Mr. Chairman, there is very great basis for this action. It is 
humanitarian but I think more important it is good economic sense 
and will result in greater uniformity in the economy, elimination of 
sharp rises and falls in the economy. It will offer to business, I think, 
greater benefits by far than it offers to the man who works for a living. 

So with those brief remarks, Mr. Chairman, I hope that the com- 
mittee will give early and favorable consideration to any of these bills 
now pending or bills substantially identical to those. I think it is in 
the best interest of the country that it should be done. 

With that, Mr. Chairman, my sincere thanks to you and to the mem- 
bers of the committee for an opportunity to appear before you today. 

The Cuarrman. Mr. Dingell, we appreciate your coming to the com- 
mittee and expressing your viewpoint. We are always glad to have 
you before the committee on which your father served with great 
distinction for so many years. Thank you, sir. 

Mr. Dineeti. Thank you, Mr. Chairman. 

The CHamman. Our next witness is Mr. E. S. Willis, representing 
the Chamber of Commerce of the United States. 

Mr. Willis, we are glad to have you today. If you will identify 
yourself by giving us your name and address and capacity in whic 
’ you appear we would appreciate it. 


STATEMENT OF E. S. WILLIS, CHAMBER OF COMMERCE OF THE 
UNITED STATES 


Mr. Wiis. My name is E. S. Willis. I am an employee of Gen- 
eral Electric Co., with the title of consultant on employee benefit plans 
and I am also a member of the national chamber’s committee on eco- 
nomic security. I am here to present the views of the Chamber of 
Commerce of the United States, representing more than 3,400 cham- 
bers of commerce and trade associations. 

May I thank the committee for this opportunity to appear here to 
express the views of our members on certain proposals for Federal 
legislation which would drastically affect the unemployment com- 
pensation program. 

The business community represented by the national chamber is 
fully aware of the human problems of unemployment. However, we 
believe H.R. 3547 and similar bills would undermine the present 
soundly operated unemployment compensation program. 

Mr. Chairman, in the interest of saving the committee’s time I in- 
tend to read only parts of this testimony but I would appreciate it if 
the full statement could be put in. 
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The CuamrMan. Without objection, the full statement will be made 
a part of the record. 
(The statement follows :) 


STATEMENT ON ProposaLs To AMEND UNEMPLOYMENT COMPENSATION 
BY E. 8. 


My name is E. S. Willis. I am consultant on employee benefit plans for the 
General Electric Co., and am a member of the national chamber’s committee on 
economic security. I am here to present the views of the Chamber of Commerce 
of the United States, representing more than 3,400 chambers of commerce and 
trade associations. 

May I thank the committee for this opportunity to appear here to express the 
views of our members on certain proposals for Federal legislation which would 
drastically affect the unemployment compensation program. 

The business community represented by the national chamber is fully aware 
of the human problems of unemployment. However, we believe H.R. 3547 and 
similar bills would undermine the present soundly operated unemployment com- 
pensation program. 


THE CHAMBER'S POSITION ON UNEMPLOYMENT COMPENSATION 


The national chamber supports the basic principles of the Federal-State unem- 
ployment compensation system. We believe it is entirely proper to have such a 
public program to handle on a nondiscriminatory basis the problem of shortrun 
layoffs due to lack of work. 

This Federal-State unemployment compensation system, with a favorable 
experience of more than 20 years, places the responsibility on each State to oper- 
ate its own program. From the outset, Congress recognized the wide differences 
in the economies of the different States, and differences within the economy of 
single States. Consequently, it placed both responsibility and control with each 
State. Each was deemed best qualified to tailor its own unemployment compen- 
sation program to meet the unique characteristics of its economy, and to adjust 
it in the light of changing conditions. 

By leaving the operation and control with State legislatures each State has 
been free to experiment, to pioneer, and to make changes and improvements in 
the light of experience. Thus, States could profit from the mistakes and from 
the improvements made by others. If a State should find that some change was 
a mistake—or moved too far and too fast—the adverse consequences were thus 
confined to that particular State. Moreover, the State could easily correct the 
difficulty by legislative action. 

We support the unique American aspect of unemployment compensation which 
encourages employers to provide steady jobs through the financial incentive of 
individual employer experience rating. To some extent, unemployment is con- 
trollable, and we believe this encouragement is important. 

Moreover, experience rating fairly allocates the costs of unemployment among 
employers and on the products they turn out. It also helps to insure that 
unemployment compensation tax money is used for benefits only for those 
genuinely attached to the labor force and laid off through no fault of their own. 
It serves to prevent abuse. Thus, this employer-incentive arrangement is in the 
interest of the workers themselves, as well as in the public interest. 


THE UNEMPLOYMENT COMPENSATION PROGRESS OF THE STATES 


Intermittently, one hears rash charges that the States, by and large, have 
failed miserably in modernizing their unemployment compensation programs. 
The facts do not support these accusations. 

Some criticize the States for not keeping their unemployment compensation 
benefits up to date. The fact is, however, that the purchasing power of the 
average benefit today is substantially greater than in 1939. 

In 1939, the average weekly payment was $10.66; in October 1958, it was $30.45. 

In 1939, the cost-of-living index was 59.4; by October 1958, it had increased to 
123.7—or by 108 percent. Thus, today, it would take $22.17 to buy the same 
amount of goods and services that could have been bought for $10.66 in 1939. 
But the average weekly benefit in 1958 was $30.45—about 38 percent above $22.17. 
In short, despite much higher prices, the average weekly benefit today will buy 
for more goods and services than the average weekly benefit in 1939. 
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The table below shows that, in 40 States, the average unemployment compensa- 
tion benefit in October 1958—after adjustment for price rises—would buy 2 
percent or more in goods and services than its 1939 counterpart. Increases in 
buying power ranged from 11 percent to 84 percent. 


Today’s unemployment compensation benefit buys more than its prewar counter- 
part despite a much higher cost of living 


Greater Greater 
buying buying 
power of power of 
October October 
1958 ben- 1958 ben- 
efit efit 
parec parec 
with 1939 with 1939 
benefit 3 benefit 


Percent Percent 
28 || New Hampshire 
51 || New Jersey 

45 || New Mexico 

46 || New York. 
69 || North Carolina 
84 || North Dakota 

7 Oklahoma 

renee. 
11 || Pennsylvania 
27 || Rhode Island 
29 || South Carolina 
38 || South Dakota 


Kentucky 
Lonisiana 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 


Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


United States 
| 


1 Data from “Handbook of Unemployment Insurance Data, 1938-51,’’ U.S. Department of Labor, Bureau 
of Employment Security, November 1952. 
a ay from the Soci2l Security Bulletin (January 1959), U.S. Department of Health, Education, and 

elare, 

3 The October 1958 cost of living was 108 percent above the 1939 level: These percentates show the greater 
purchasing power of the average unemployment compensation benefit of October 1958, after adjustment for 
today’s higher prices. 


But these facts don’t tell the whole story. Allowance should be made for 
income tax and social security tax increases since 1939 in this comparison of 
today’s benefits with prewar benefits. Obviously, the true loss of income of 
an unemployed worker is his “take home” pay after these deductions. 

In 1939, the maximum social security tax was only $30, in 1958 it was $94.50. 
And in 1939, the Federal income tax was negligible. As a result, virtually all of 
an employee’s gross wage in 1939 was “take home” pay. But that’s obviously 
not so today. 

This means that the comparison of the purchasing power of today’s average 
unemployment benefit—benefits which are tax free—with that of 1939 is even 
more favorable. 

Thus, all States have improved the real buying power of unemployment com- 
pensation benefits over the past 2 decades. 

Virtually every State today provides greater total protection than 20 years ago. 
The table below shows the total benefits payable at the maximum in 1939 and 
1959. For example, the maximum benefits a worker in Missouri could have 
received in 1939 was $180. Today he could receive $858 and, adjusted for the 
cost of living, $417—a real increase of 131 percent. 
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The total unemployment compensation protection provided in 1959 is greater than 
in 1939 


State 


Total maximum benefit 


As of Jan. 1, 1959 


In 1959 
dollars 


In 1939 
dollars 


Total maximum benefit 


1939 
(in 


1939 
dollars) 


State 


In 1959 
dollars 


As of Jan. 1, 1959 


Colorado. - - 


Louisiana 

Massachusetts........... 


New 
New: 


240 
195 
North 240 


195 
Rhode Island ____- 320 
| South Carolina_.._..._- 240 
South Dakota- 210 
240 


240 
240 
West Virginia....._...-- 210 
195 
252 


grams, 


the cost of living. 


than 9 percent. 


29, 1959, p. 1811.) 


gress weekly wages. 


Variable duration. 


Some contend there has not been much improvement in benefits since 1954 when 
President Eisenhower first urged the States to reexamine and revise their pro- 
However, today’s benefits are actually ahead of the times. 
Since 1954, the U.S. average weekly benefit has increased faster than wages and 


The average benefit check in 1954 was $24.98. As of May 1958, the average 
benefit check had increased 23.6 percent. 


In this same period the average wage 


in covered employment had gone up about 15 percent, and the cost of living, less 
Again, the comparison would be more striking if the “average 
weekly wage” were adjusted to a “take-home” pay basis. 

Thus, the average unemployment compensation benefit has been improved 
during the past few years. 

Some doubtless believe sincerely that the 20-year record in unemployment com- 
pensation benefits is a long trail of degradation. The sponsor of H.R. 3547 stated 
in the House that, “In 1939 the weekly benefits payable to insured unemployed 
workers actually averaged 50 percent of their full-time weekly wages. 
average weekly unemployment benefit payments have fallen until they are now 
less than 33 percent of full-time weekly wages.” (See Congressional Record, Jan. 
This and similar statements have received wide publicity and, 
unfortunately, wide acceptance. 

We're sure this improper comparison of the ratios of benefits to full-time weekly 
Wages of the beneficiaries in 1989 with benefits to full-time weekly wages of all 
covered workers was done unwittingly. The only meaningful comparison is 
average unemployment compensation benefits with the average weekly wages of 
the beneficiaries when working. We do know that available data indicates more 
than half of today’s beneficiaries are receiving at least 50 percent of their own 


Today, 


Still another criticism is that benefits are not paid long enough. The record 
shows the length of time for which benefits are paid by various State programs 
has steadily been extended. 

Twenty years ago, 42 States limited payments to 16 weeks or less; none paid 
benefits more than than 20 weeks. 

Today, only three States have a maximum duration of less than 20 weeks. 
More than 75 percent of all covered workers are in States which provide 26 or 
more weeks of normal uniform duration, or 26 or more weeks of normal maximum 
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In the absence of sharp recession or depression, most persons who really want 
to work can find a job within 26 weeks—six months. 

Thus, the States have extended the duration of benefits, materially. Already 
this year, nine States have again extended duration. 

Finally, some contend that a few States gear their benefit schedules to produce 
low tax rates to attract employers from other States. However, a comparison 
of average employer tax rates in the various States does not support this view, 

Referring to the table below, we know the unemployment tax rates could not 
cause a plant to move from, say, New Hampshire to South Carolina where the 
difference in the average tax rate is no more than four-tenths of 1 percent. Or, 
to move from Connecticut to Georgia with no difference in the average tax rates. 
In fact, we seriously doubt that any employer could afford to move from a State 
where he had a rate of 2.7 percent to another State where his tax rate might be 
zero—a cost savings in unemployment compensation taxes of not more than $81 
per employee per year, or 4 cents an hour. 


Comparison of average employer tar rates in 1958 
[In percent] 
80-CALLED LOW-COST STATES S0-CALLED HIGH-COST STATES—Con. 


1. 
1, 
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po. 90, 


The difference in unemployment compensation tax costs between some Northern 
States and others to the south is far too small an element in the total cost picture 
to induce any employers to shift their plant operations. Wage levels, raw 
materials, geographical relationship to new growing markets, the business 
climate—to mention a few—are much more important factors explaining why 
some firms have expanded their production and other operations by building new 
plants in other States. 

Even Mr. Nelson Cruikshank, director of the social security department, 
AFL-CIO, stated—in hearings before the Senate Finance Committee, “I do not 
think employers actually choose a plant location, because of 1 or 2 percent 
variation in unemployment compensation contribution * * *.” (See unemploy- 
ment compensation hearing, Senate Finance Committee, 85th Cong., 2d sess., 
p. 401.) 

Employers pay at various tax rates based upon their own individual employ: 
ment experience. The fact that one may pay 1.2 percent in one State has 
absolutely nothing to do with what he is going to pay in another State. 


WHY MINIMUM FEDERAL REQUIREMENTS? 


With the so-called standards in H.R. 3547, the Federal Government would fix 


by decree— 
(1) A ceiling on the conditions of eligibility which any State could require 
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(2) A floor under the maximum weekly benefit payable. 
(3) An absolute floor under the duration of benefit payments. 

Since no State today meets the proposed three minimum requirements, it may 
be seen that these requirements would effectively take control of unemployment 
compensation away from each State. The Federal Government would determine 
the weeks of work or the amount of earnings required for an unemployed person 
to establish a genuine, or substantial, attachment to the labor force and thus 
eligibility for unemployment compensation benefits. No State would be per- 
mitted to require one more day of work, or $1 more of earnings, to be eligible. 
Congress would decide what maximum weekly benefit would represent a floor 
of protection for those in the higher pay levels. And it would rule on the mini- 
mum number of weeks that every State must pay benefits to every eligible un- 
employed person with a very modest prior work record. States would be re- 
duced to the status of tax collecting and disbursing agents under Federal rules. 

Nowhere have the advocates of H.R. 3547 presented an analysis of unemploy- 
ment experience data showing the reasonableness of these minimum require- 
ments. 

No comprehensive analysis has been presented showing why a maximum bene- 
fit for those unemployed should be equal to two-thirds of the statewide average 
weekly earnings of those working, including highly skilled and steadily employed 
persons in any State. Still less has it been established why this would be an 
appropriate requirement in all the States. It might prove to be too high in some, 
and perhaps not so in others, The prevailing differences in maximum benefits 
among the various States has been singled out as one aspect of this interstate 
competition, but no evidence has been submitted that this two-thirds of the aver- 
age weekly wage requirement would remove these differences. Might the dif- 
ferences be increased or remain virtually the same? Absolutely nothing has 
been presented to show how each State would be affected by the new requirement. 

Actually this two-third requirement would not eliminate prevailing differences 
but, in fact, would result in even greater variations. For example, the maximum 
weekly benefit under existing law for one industrial State is now $33. The 
maximums in nine Southern Statés range from $26 to $34—or as a percentage 
of the $33, from 79 percent to 103 percent. Under the minimum Federal require- 
ment, the maximum in the industrial State would become $61 and the maximums 
in these nine Southern States would range from $39 to $52. Again related in 
percentage terms to the maximum in the Northern State, these nine maximums 
would in every case be smaller than at present. When a similar comparison 
between the maximums under present laws and under this two-thirds requize- 
ment is made for other industrial States with the same Southern States, the 
maximums in some of the Southern States would be raised relatively to those in 
the Northern States, and would be reduced in others. 

Is this result a desirable one? Have the advocates of the minimum Federal 
requirements made no effort to apply these standards, to see what the effect 
might be? What is the real objective? 

Since these Federal requirements would probably result in wider benefit 
variations, would we not also have wider variations in average State unemploy- 
ment compensation tax rates? Of course, some States would probably have to 
tax all employers at their top rates. Presumably, other would not. Thus, these 
requirements might well produce wider differentials in average tax rates as well 
as in benefits. And if such a result should materialize, as seems likely, would 
the next demand be that we eliminate this interstate competition in tax rates? 
If this step should be taken, how could we avoid a completely federalized 
program ? 

We wonder—are not these demands today for minimum Federal requirements 
really a smokescreen? The AFL-CIO basic position is a comprehensive over- 
hauling of unemployment compensation under a single Federal program. We 
believe these requirements would wreck the present sound unemployment com- 
pensation system and ultimately compel the Federal Government to take over. 

Another section in the bill, H.R. 3547, to which we are opposed is the provision 
for Federal grants, nonrepayable grants, under certain conditions to each State 
from the Federal unemployment account. We believe this would encourage 
financial irresponsibility and, ultimately, require the imposition of the “needs 
test” in unemployment compensation. This is why we are opposed. 

Under this. section, Federal grants would be made whenever a State found 
that its unemployment compensation reserve account had declined to a specified 
level. The only source of revenues for the Federal unemployment account would 
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be the receipts from the three-tenths of 1 percent unemployment compensation 
tax on employers. Any excess not needed for administration would be available 
for these grants. However, the bill also provides for automatic appropriations 
from the U.S. Treasury to the Federal unemployment account if it needs more 
funds. Under the bill, these appropriations from the Treasury would be re- 
payable by the unemployment account ; but the States themselves would not have 
to repay the grants to the unemployment account. We believe appropriation 
after appropriation would have to be made from the general funds of the Treas- 
ury to replenish this account—with little likelihood of “repayment” from the 
pone eee of the three-tenths of 1 percent Federal unemployment compen- 
sation tax. 

Consider the impact of this on other benefit programs in the Social Security 
Act. In essence, this bill provides every State with a blank check on the U.S. 
Treasury to pay tax-free unemployment compensation benefits. These benefits 
thus financed in some part by automatic direct appropriations from the Treasury 
are paid without a means test. This would establish a new precedent. Could 
Congress long continue a “needs test” for public assistance payments, also pro- 
vided for in the overall Social Security Act, and which are financed in part by 
automatic appropriations from the U.S. Treasury? 

It should be noted in this connection that in the 1920’s, Great Britain was 
compelled to apply the “needs test” to unemployment benefits to reduce the 
excessive drain on the exchequer. Might Congress also find it necessary to 
establish a “needs test” in unemployment compensation in order to restrict ex- 
cessive drafts on the U.S. Treasury? The national chamber is opposed to 
changes in the present State unemployment compensation programs that might 
ultimately necessitate the establishment of a “needs test.” 

When we keep in mind that fact that, even with 9 months of benefits, called 
for in H.R. 3547, some unemployment compensation claimants would exhaust 
their benefit rights, we can readily anticipate demands that duration be ex- 
tended still further to 52 weeks. In fact, this has been the longstanding objec- 
tive of one of the strongest advocates of this bill, and what will the demand 
then be for those who receive benefits for 52 weeks, 1 year, and are still 
unemployed ? 

It is true that H.R. 3547 leaves to the States the authority to liberalize unem- 
ployment compensation still further. Any State could reduce the weeks of work 
or the earnings required to be eligible for benefits. Any one State could estab- 
lish maximum benefits above the two-thirds level, or pay benefits for longer 
than 9 months. 

However, this arrangement for grants from the unemployment account, with 
no State required to repay, completely relieves each State of any responsi- 
bility for the continuing financial soundness of its unemployment compensation 
program. 

This fragmentation of authority over eligibility, benefit levels, and duration, 
and the shifting of financial responsibility from States to the Federal Govern- 
ment are completely unsound. 

We would like to call the attention of the committee to a provision in this 
bill appearing in lines 17 through 22 on page 3. This provision, subsection §, 
section 2, reads as follows: 

“Compensation shall not be denied to any eligible individual for any week 
of total unemployment during his benefit year by reason of exhaustion or re- 
duction of benefit rights or cancellation of his wage credit, until he has been 
paid unemployment compensation for not less than 39 weeks during such year;”. 

We are unable to determine definitely what this subsection means. Will no 
State be permitted to find a worker ineligible for benefits if he was dismissed 
from his job for fraud? Does this mean that no State can deny benefits to 
workers out on strike? In other words, will an employer find that he will be 
financing a strike against himself? Just what does this specific section mean? 

In connection with the overall proposal that Congress establish minimum 
Federal requirements for some 50 different State unemployment compensation 
programs, it is interesting to note what Congress has done in railroad unem- 
ployment compensation and in unemployment compensation for the District of 
Columbia. In each case Congress writes the entire law. 

Congress, very properly, has not established any standards as to eligibility, 
benefit amounts, or benefit duration. Examination of the provisions of these 
two programs shows no similarity between the two, no standards whatsoever 
for either. Nevertheless, the advocates of H.R. 3547 now urge Congress to set 
minimum requirements not for 2 programs, but for 50. 
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We conclude that these proposals in H.R. 3547 would make a complete shambles 
of the soundly operated State unemployment compensation programs. Conse- 
quently, we believe the Federal Government would ultimately be compelled to 
take over a function now being performed by the States, by and large in a 
satisfactory manner. 


APPENDIx A 
TAXABLE WAGE RATE 


There have been a few proposals to raise the taxable wage base from the 


present $3,000 level to as much as $4,200 in order to provide more adequate 
financing on both the Federal and the State levels. 


The national chamber is opposed to any increase in the wage base because 
it is neither necessary nor desirable. If the Federal Government needs more 
unemployment compensation tax revenues for administration and for the Reed 


loan fund, it can achieve this by increasing the present three-tenths of 1 percent 
Federal tax. And every State which needs larger unemployment compensation 
revenues can bring in more money by raising the State unemployment compen- 
sation tax rate. Today, 12 States have put a maximum tax rate above the 
original 2.7 maximum. 


Raising the taxable wage base would inevitably result in much greater rev- 
enues for some States and, hence, larger reserve accounts than are necessary. 


It is interesting to note one conclusion by the administrative financing com- 
mittee of the Federal Advisory Council on Employment Security in its study of 
alternative methods of benefit financing. This committee concluded unanimously 
that “because of the different incidence of unemployment and its costs resulting 
from differences in wage levels, composition of industries, etc., in the various 
States, each State must determine for itself the financing method appropriate 
for that State.” 


COVERAGE 


The national chamber also is opposed to the Federal Government compelling 

States to extend coverage to all employers. Since the 1954 amendmeuis ex- 
tending coverage to employers of 4 or more, 23 States through their own initia- 
tive have extended coverage to even smaller employers than this. We are con- 
fident that the other States will extend coverage as deemed appropriate and 
feasible. 

Mr. Wixuts. Thank you, sir. 

The national chamber supports the basic principles of the Federal- 
State unemployment compensation system. We believe it is entirely 
proper to have such a public program to handle on a nondiscrimina- 
tory basis the problem of short-run layoffs due to lack of work. 

This Federal-State unemployment compensation system, with a 
favorable experience of more than 20 years, places the responsibility 
on each State to operate its own program. From the outset, Con 
recognized the wide differences in the economies of the different 
States, and differences within the economy of single States. Conse- 
 acage it placed both responsibility and control with each State. 

ach was deemed best qualified to tailor its own unemployment com- 
pensation program to meet the unique characteristics of its economy, 
and to adjust it in the light of changing conditions. 

By leaving the operation and control with State legislatures each 
State has been free to experiment, to pioneer and to make changes 
and improvements in the light of experience. Thus, States could 
pe from the mistakes and from the improvements made by others. 

f a State should find that some change was a mistake, or moved too 
far too fast, the adverse consequences were thus confined to that par- 
ticular State. Moreover, the State could easily correct the difficulty 
by legislative action. 

We support the unique American aspect of unemployment com- 
pensation which encourages employers to provide steady jobs through 
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the financial incentive of individual employer experience rating. To 
some extent, unemployment is controllable, and we believe this en- 
-couragement is important. 

Moreover, experience rating fairly allocates the costs of unemploy- 
ment among employers and on the products they turn out. It also 
helps to insure that the unemployment compensation tax money is 
used for benefits only for those genuinely attached to the labor force 
and laid off through no fault of their own. It serves to prevent abuse, 
Thus, this employer-incentive arrangement is in the interest of the 
workers themselves, as well as in the public interest. 

Intermittently, one hears rash charges that the States, by and large, 
have failed miserably in modernizing their unemployment compensa- 
tion program. The facts do not support these accusations. 

Some criticize the States for not keeping their unemployment com- 

nsation benefits up to date. The fact is, however, that the purchas- 
ing power of the average benefit today is substantially greater than in 
1939, about 38 percent greater. Despite higher prices the average 
weekly benefit today will buy far more goods and services than the 
average weekly benefit in 1939. 

On the next two pages of my testimony is a table which shows the 
increase in buying power for each of the States, and summarizes the 
United States total showing 37 percent as the increase. This is a typo- 
graphical error. It should be 38 percent. 

But these facts don’t tell the whole story. Allowance should be 
made for income tax and social security tax increases since 1939 in 
this comparison of today’s benefits with prewar benefits. Obviously, 
the true loss of income of an unemployed worker is his take home 
pay after these deductions. 

n 1939, the maximum social security tax was only $30; in 1958 it 
was $94.50. And in 1939, the Federal income tax was negligible. As 
a result, virtually all of an employee’s gross wage in 1939 was take- 
home pay. But that’s obviously not so today. 

This means that the comparison of the purchasing power of today’s 
average unemployment benefit—benefits which are tax free—with that 
of 1939, is even more favorable. 

Thus, all States have improved the real buying power of UC benefits 
over the past two decades. 

Virtually every State today provides greater total protection than 
20 years ago. The table below shows the total benefits payable at the 
maximum in 1939 and 1959. For example, the maximum benefits a 
worker in Missouri could have received in 1939 was $180. Today he 
could receive $858 and, adjusted for the cost of living, $417—a real 
increase of 131 percent. 

Some contend that there has not been much improvement in benefits 
since 1954 when President Eisenhower first urged the States to reex- 
amine and revise their programs. However, today’s benefits are actu- 
ally ahead of the times. 

Since 1954, the U.S. average weekly benefit has increased faster 
than wages and the cost of living. 

The average benefit check in 1954 was $24.93. As of May 1958 the 
average benefit check had increased 23.6 percent. In this same period 
the average wage in covered employment had gone up about 15 per- 
cent, and the cost of living, less than 9 percent. Again, the compar!- 
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son would be more striking if the average weekly wage were adjusted 
to a take-home pay basis. 

Thus, the average UC benefit has been improved during the past 
few years. 

Some doubtless believe sincerely that the 20-year record in UC bene- 
fits is a “long trail of degradation.” The sponsor of H.R. 3547 stated 
in the House that “in. 1939 the weekly benefits payable to insured un- 
employed workers actually averaged 50 percent of their full-time 
weekly wages. Today, average weekly unemployment benefit pay- 
ments have fallen until they are now less than 33 percent of full-time 
weekly wages.” (See Congressional Record, Jan. 29, 1959, p. 1811.) 
This and similar statements have received wide publicity—and, un- 
fortunately, wide acceptance. 

We’re sure this improper comparison of the ratios of benefits to 
full-time weekly wages of the beneficiaries in 1939 with benefits to 
full-time weekly wages of all covered workers was done unwittingly. 
The only meaningful comparison is average UC benefits with the aver- 
age weekly wages of the beneficiaries when working. We do know 
that available data indicates more than half of today’s beneficiaries 
are Papi least 50 pereent of their own gross weekly wages. 

Still another criticism is that benefits are not paid long enough. 
The record shows the length of time for which benefits. are paid by 
various State programs has steadily been extended. 

Twenty years ago, 42 States limited payments to 16 weeks or less; 
none paid benefits more than 20 weeks. 

Today, only three States, and this must be reduced now with the. 
action by one State to two—two States have a maximum duration of 
less than 20 weeks. More than 75 percent of all covered workers are 
in States which provide 26 or more weeks of normal uniform dura- 
tion, or 26 or more weeks of normal maximum variable duration. 

In the absence of sharp recession or depression, most persons who 
really want to work eng 8 a job within 26 weeks—6 months. 

Thus, the States have extended the duration of benefits materially. 
Already this year, nine States have again extended duration. . 

Finally, some contend that a few States gear their benefit sched- 
ules to produce low tax rates to attract employers from other States. 
However, a comparison of average employer tax rates in the various 
States do not support this view. 

Referring to the table below, on page 11, we know the unemploy- 
ment tax rates could not cause a plant to move from, say, New Hamp- 
shire to South Carolina where the difference in the average tax rate 
is no more than four-tenths of 1 percent. Or, to move from Connecti- 
cut to Georgia with no difference in the average tax rates. In fact, we 
seriously doubt that any employer could afford to move from a State 
where he had a rate of 2.7 percent to another State where his tax 
rate might be zero—a cost savings in unemployment compensation 
taxes of not more than $81 per employee per year, or 4 cents an hour. 

The difference in unemployment compensation tax costs between 
some Northern States and others to the south is far too small an ele- 
ment in the total cost picture to induce any employers to shift their 
plant operations. Wage levels, raw materials, geographical relation- 
ship to new growing markets, the business climate—to mention only 
a few—are much more important factors explaining why some firms 
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have expanded their production and other operations by building new 
plants in other States. 

Even Mr. Nelson Cruikshank, director of the social security de- 
partment, AFL-CIO stated in hearings before the Senate Finance 
Committee: 

I do not think employers actually choose a plant location, because of 1 or 2 
percent variation in unemployment compensation contribution * * * (See un- 
employment compensation hearing, Senate Finance Committee, 85th Cong., 2d 
sess., p. 401.) 

The most significant fact is that employers pay at various tax 
rates based upon their own individual employment experience. The 
fact. that one may pay 1.2 percent in one State has absolutely nothing 
to do with what he is going to pay in another State. Unless he 
maintains the same employment rate. 

Now, to the question of why minimum Federal requirements. No- 
where have the advocates of ILR. 3547 presented an analysis of un- 
employment experience data showing the reasonableness of these 
minimum requirements. 

No comprehensive analysis has been presented showing why a maxi- 
mum benefit for those unemployed should be equal to two-thirds of 
the Statewide average weekly earnings of those working, including 
highly skilled and steadily employed persons in any State. , 

Actually this two-thirds requirement would not eliminate prevail- 
ing differences—but, in fact, it would result in even greater variations. 
For example, the maximum weekly benefit under existing State law 
for one industrial State is now $33. The maximums in nine Southern 
States range from $26 to $34—or as a percentage of the $33, from 79 
percent to 103 percent. Under the minimum Federal requirement, the 
maximum in the industrial State would become $61 and the maximums 
in these nine Southern States would range from $39 to $52. Again 
related in percentage terms to the maximum in the Northern State, 
these nine maximums would in every case be smaller than at present. 
When a similar comparison between the maximums under present laws 
and under this two-thirds requirement is made for other industrial 
States with the same Southern States, the maximums in some of the 
Southern States would be raised relatively to those in the Northern 
States, and would be reduced in others. 

Ts this result a desirable one? Have the advocates of the minimum 
Federal requirements made no effort to apply these standards, to see 
what the effect might be? What is the real objective? 

Since these Federal requirements would probably result in wider 
benefit variations, would we not also have wider variations in average 
State UC tax rates? Of course some States would probably have to 
tax all employers at their top rates; presumably, others would not. 
Thus, these requirements might well produce wider differentials in 
average tax rates as well as in benefits. And if such a result should 
materialize, as seems likely, would the next demand be that. we elimi- 
nate the interstate competition in tax rates? If this step should be 
taken, how could we avoid a completely federalized program ? 

We wonder—are not these demands today for minimum Federal 
requirements really a smokescreen? The AFL-CIO basic position 
is a comprehensive overhauling of unemployment compensation 
“under a single Federal program.” We believe these requirements 
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would wreck the present sound UC system and ultimately compel the 
Federal Government to take over. 

Another section in the bill H.R. 3547 to which we are opposed is 
the provision for Federal grants, nonrepayable grants, made under 
certain conditions to each State from the Federal unemployment 
account. We believe this would encourage financial responsibility 
and ultimately require the imposition of the “needs test” in unemploy- 
ment compensation. This is why we are opposed. 

Under this section Federal grants would be made whenever a State 
found that its UC reserve account had declined to a specified level. 
The only source of revenues for the Federal unemployment account 
would be the receipts from the three-tenths of 1 percent UC tax on 
employers. Any excess not needed for administration would be avail- 
able for these grants. However, the bill also provides for automatic 
appropriations from the U.S. Treasury to the Federal unemployment 
account if it needs more funds. Under the bill these appropriations 
from the Treasury would be repayable by the unemployment account, 
but. the States themselves would not have to repay the grants to the 
unemployment account. We believe appropriation after appropria- 
tion would have to be made from the general funds of the ioeasery 
to replenish this account, with little likelihood of “repayment” from 
the excess receipts of the three-tenths percent Federal UC tax. 

Consider the impact of this on other benefit programs in the Social 
Security-Act. In essence, this bill provides every State with a blank 
check on the U.S. Treasury to pay tax-free UC benefits. These bene- 
fits thus financed in some part y automatic direct appropriations 
from the Treasury are paid without a means test. This would estab- 


lish a new precedent. Could Congress long continue a needs test for 
ublie assistance payments, also provided for in the overall Social 
Security Act, and which are financed in part by automatic appropria- 
tions from the U.S. Treasury. 
Might Congress also find it necessary to establish a needs test in 
compensation in order to restrict excessive drafts on 


the U.S. Treasury? The national chamber is opposed to changes in 
the present State UC programs that might ultimately necessitate the 
establishment of a needs test. 

However, this arrangement for grants from the unemployment 
account, with no State required to repay, completely relieves each 
State of any responsibility for the continuing financial soundness of 
its UC program. 

This fragmentation of authority over eligibility, benefit levels, and 
duration, and the shifting of financial responsibility from States to 
the Federal Government, are completely unsound. 

We would like to call the attention of the committee to a provision 
in this bill appearing in lines 17 through 22 on page 3. This provi- 
sion, subsection 8, section 2, reads as follows: 

Compensation shall not be denied to any eligible individual for any week 
of total unemployment during his benefit year by reason of exhaustion or reduc- 
tion of benefit rigths or cancellation of his wage credit until he has been paid 
unemployment compensation for not less than 39 weeks during such year. 

We are unable to determine definitely what this subsection means. 
Will no State be permitted to find a worker ineligible for benefits 
_ if he was diate from his job for fraud? Does this mean that no 
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State can deny benefits to workers out on strike? In other. words, 
will an employer find that he will be financing a strike against him- 
self? Just what does this specific section mean? 

In connection with the overall proposal that Congress established 
minimum Federal requirements for some 50 different State UC pro- 
grams, it is interesting to note what Congress has done in railroad 
unemployment compensation and in UC for the District of Columbia. 
In each case Congress writes the entire law. 

Congress very properly has not established any standards as to 
eligibility, benefit amounts, or benefit duration. Examination of the 
provisions of these two programs shows no similarity between the 
two, no standards whatsoever for either. Nevertheless, the advocates 
of H.R. 3547 now urge Congress to set minimum requirements not for 
2 programs, but for 50. 

We conclude that these proposals in H.R. 3547 would make a com- 
plete shambles of the soundly operated State UC programs. Con- 
sequently, we believe the Federal Government would ultimately be 
compelled to take over a function now being performed by the States, 
by and large in a satisfactory manner. 

Mr. Chairman, there is HH attached to my testimony appendix A 
containing our comments indicating that there is no n to raise 
the taxable wage base and that the States can raise the levels needed 
since 17 have already done it. There is a typographical error of 12 
in the testimony. And, also, comments on the coverage area indicat- 
ing that the States can increase coverage if they wish. I will not take 
the time to read those. 

Thank you very much, sir. 

The Cuarrman. That material appended to your statement, Mr. 
Willis, will also appear in the record without objection. 

Mr. Thank you. 

The Cuarrman. Mr. Willis, I want to commend you on your wr 
sis of this matter and your presentation of it. Iam sorry that actually 
we didn’t have time or take time to go through the entire statement, 
because you have discussed some points that I have been concerned 
about all the way through this hearing; namely, how we evaluate to 
see whether or not the States are doing what we would consider to be 
the maximum within realms of reason to operate this system in a way 
that carries out the basic objectives that the Congress had initially in 
creating the system, not only to take care of the people who are pre- 
sumed to be in need as a result of unemployment but also to perform 
this counter cyclical service in bringing about economic stability. 

I am very much interested in your observations with respect to what 
the States have done and how you measure what they have done. 

Thank you, sir, very much for coming to the committee. 

Mr. Wits. Thank you, Mr. Chairman. 

The CuarrMan. Our next witness is Mr. William L. Batt, Jr. 

Mr. Batt, will you identify yourself for this record, please, sir! 
I think you have been before this committee before. 

Mr. Barr. Yes, Congressman Mills. 

The Cuarrman. Mr. Green. 

Mr. Green. I would like to present the secretary of labor from the 
State of Pennsylvania, who is here representing Govt Lawrence. 

Mr. Batt has been both a personal friend of mine for many years 
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and he is a very capable member of the Governor’s cabinet and doing 
an excellent job as secretary of labor and industry. 

Mr. Barr. Tha _ very much, Bill. 

The Cuarman. Mr. Batt, your father used to regularly appear 
before this committee, I believe. 

Mr. Barr. In War Production days, sir. 

The Cuarrman. In connection with extensions of reciprocal trade 
area. 

Mr. Barr. Reciprocal trades, yes. 

The Cuarrman. We are glad to have you here and appreciate Mr. 
(rreen’s comments. 


STATEMENT OF WILLIAM L. BATT, JR., SECRETARY OF LABOR AND 
INDUSTRY, STATE OF PENNSYLVANIA 


Mr. Barr. Thank you, sir, and I would like to thank you and the 
committee, Chairman Mills, for this opportunity to appear before 
this committee for Governor Lawrence, and I would like parentheti- 
cally to thank you for the leadership that you provided in the exten- 
sion of unemployment compensation last year when we appeared 
before you in the interest of that temporary unemployment compen- 
sation and the action taken this year. This has benefited the people. 

We had 80,000 people in our State alone on that temporary unem- 
plovensnt compensation extension. Mr. Chairman, it was enormously 

elpful to these folks to help tide over the recession which still persists. 
We still have about 10 percent of our labor force out of work, about 
a half million people. 

We in Pennsylvania would like to see Congress pass the Kennedy- 
Karsten bills, Mr. Chairman. This action would benefit Pennsyl- 
vania primarily in three ways and I must say the ways you mentioned 
in connection with the entire country. 

First of all, as a counter-cyclical measure it would sharpen the 
effectiveness of unemployment insurance as the most telling weapon 
we have against unemployment. The counter-cyclical character of 
unemployment insurance payments, the fact that they increase when 
industrial payrolls are decreasing, and right in those communities and 
those families and those industries where the unemployment. is 
greatest, maximized their value to the entire economy. 

Industrial States like Pennsylvania, and those industries where the 
impact of a national recession is particularly acute, benefit more than 
most from a strong unemployment insurance system. We benefit 
directly, in that our laid-off workers and their families receive bene- 
fits to ie tide them over their period of joblessness; our businesses 


benefit of course from the maintenance of partial purchasing power of 
our unemployed; and the State benefits from the support to its eco- 
nomy in a time of stress, and the support for thousands of its citizens 
who, without unemployment insurance would have no recourse but 
ublic assistance. Of course public assistance is supported by the 
tate’s general fund, which itself is always thrown out of kilter in a 


national recession by the same factors affecting the Federal budget— 
increased demands for expenditures and decreased revenues from 
taxation. Parenthetically, I like to note there that we have 10 percent 
of our labor force out of work and we have about 10 percent of the 
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Nation’s unemployment concentrated in our one State. We have prob- 
ably, as you know, more areas of chronic unemployment than any other 
State in the Nation. 

Pennsylania also benefits indirectly and less obviously from a strong 
unemployment insurance system. Since we suffer disproportionately 
from a national recession, we cannot solve our critical unemployment 
without a national recovery. I suppose this is true of every State. It 
stands to reason that the more effective the unemployment insurance 
system is everywhere in the United States, the more effective a counter- 
cyclical instrument it will be, and the quicker future national re- 
cessions can be reversed. 

Second, passage by Congress of this bill will remove unemployment 
insurance taxes and benefits from the realm of interstate competition 
for new industry, which the previous witness talked about. When 
Congress first permitted the States to institute variable tax rates below 
the 2.7 percent figure in the name of experience rating it opened a 
Pandora’s box of problems. One was that progressive States had their 
benefits and tax rates used against them by other States in the com- 
petition for new industry that followed World War IT and is still 
in full swing. Passage of this bill will be a great forward step toward 
removing unemployment insurance from the battle for new indus- 
tries. No longer can a State say, “Come to our State. Our unemploy- 
ment insurance benefits are so low that you can save money on your 
unemployment insurance taxes.” Permitting this interstate com- 
petition in human need, with the reward going to the States payin 
least benefits, makes about as much sense to us as removing Federa 
standards from the social security program. Then States could pro- 
— lower their OASI benefits and taxes, and advertise that 

act as an inducement for new industry. “Locate your plant in our 
' State. We pay low benefits to our old folks so we won’t charge you 
as high social security taxes as other States.” 

Third, the Kennedy bill would help close several serious loopholes 
in the benefit structure to unemployed workers in Pennsylvania and 
throughout the Netion. Like the Food and Drug Act, it would re- 
quire the bottle to contain what was on the label. For instance: 

(a) It would raise maximum benefit levels to two-thirds the 
average weekly wage. Subject to this maximum, each worker’s bene- 
fits would not be less than 50 percent of his weekly wages. This is a 
standard the President has been urging on States since 1954 with no 
success. Even in our State, with a $35 maximum benefit, which is 
very high relative to the rest of the States, 40 percent of our workers, 
Mr. Chairman, receive less than half their previous earnings. 

(6) It would extend the duration to 39 weeks. I would like to 
say if there is any single provision of the unemployment insurance 
law that proved utterly inadequate in the current recession, it was the 
duration provision. This varies all the way from 5 weeks in some 
States to 30 weeks in Pennsylvania. Congress, on the recommenda- 
tion of this committee, twice extended duration. And even then in 
many States these two extensions are proving inadequate. Our unl- 
form duration of 30 weeks came closer to filling the need than any other 
State’s. But even that fell short for thousands of deserving Pennsy!- 
vania workers and their families; 208,000 beneficiaries exhausted thei 


benefits in 1958 alone; 3 million exhausted benefits nationwide. I 
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might say this present duration, Mr. Chairman, is adequate except in 
a serious national recession ; to say that is to beg the question because 
then of course the unemployment insurance system is needed most in 
a national recession. 

(c) The Kennedy bill would cover all establishments with one or 
more employees, bringing 1.8 million more workers under unemploy- 
ment insurance protection. This is another presidential recommenda- 
tion of long standing. Only seven States do this. Pennsylvania is 
one. It is difficult for small businessmen in Pennsylvania, particu- 
larly in our border cities, to understand why small businessmen across 
the line do not pay unemployment insurance taxes, while they do. 

(d) We are most strongly in favor of the Kennedy bill provisions 
to end arbitrary disqualifications. It makes little difference how ade- 
quate the amount and duration of benefits, if a large percentage of 
rightful recipients are arbitrarily disqualified. We know of one 
State, for example, where a worker is ineligible for any benefits if he 
leaves a job for a better paying one with another company, then 
shortly afterward is laid off by the second company. I do not have it 
in this prepared statement but we would like very much to support 
the reinsurance grants provision of the law. We were one of the 
States which has had to come in under the Reed bill provisions, Mr. 
Chairman, for which we are very thankful. I look at Mr. Daniel 
Reed’s picture with thanks. We go to the Reed bill for the first time 
and for the repayments that come under the Reed bill and the repay- 
ments we will have to make for temporary unemployment compensa- 
tion. We are running up a fairly substantial repayment obligation 
to the Federal Government, wkuk of course the States that have to 
go to the Reed bill are at least in a position to pay. 

Parenthetically, as you know the Reed bill ran out of money just 
last week because we just cleaned out the Reed bill fund. 

(e) In addition to these Kennedy bill provisions, we are favorably 
impressed by the administration’s proposal to raise the tax base na- 
tionally from $3,000 to $4,200. e are about to have an advisory 
committee examine our unemployment compensation fund and make 
recommendations to the Governor and to the legislature on how it 
might be made financially sound. If the Congress were to open up 
this avenue for additional revenues, making it apply equally to al 
States, their job would appear easier. This pelo» dia an esti- 
mated $65 million in Pennsylvania per year. In 1 year, that one 
provision of the law. Pardon me. That is not in the law. The 
provisions of the administration to raise the tax base to $4,200. 

We see three reasons, then, why we would urge this committee to 
report favorably on the Kennedy bill: 

(1) As the most important single countercyclical weapon in 
our arsenal against unemployment, and perhaps our most valuable 
inheritance from the New Deal, it wonddibalp us prepare for the 
next, economic recession. 

(2) It would remove unemployment insurance taxes and bene- 
fits from the interstate competition for new industry. 

(3) It would repair serious gaps in amount, duration, and 
coverage of benefits for unemployed workers across the country, 


And of course in our own State. 
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Tn addition, we would like to see favorable action taken by the com- 
mittee on the administration’s suggestions for increasing the tax base. 
Repeated efforts by the President to persuade the States to im- 
rove benefit standards have been unsuccessful. The time has come for 
Congress to step in and do the job. 
the next recession follows the 4-year cycle of the last two, it will 
be upon us in the spring of 1961, just 2 short years away. 

Because most legislatures only meet every 2 years it occurs to us 
that it will take some time to make the improvements in our 51 unem- 
ployment insurance laws contemplated in this bill. If you want to 
correct the obvious shortcomings in the Nation’s unemployment insur- 
ance system before this next recession, and I point up particularly this 
shortcoming in duration, which you had to go like a fire brigade and 
extend now twice, action it seems to us is urgently called for at the 
current session of the Congress. 

Thank you very much, Mr. Chairman and the committee. 

The Carman. We thank you, sir, for your very fine statement of 
your views and what you deem to be the needs in the State of Pennsyl- 
vania and throughout the Nation. 

Are there any questions of Mr. Batt? 

Mr. Green. I would like to ask one question, Mr. Chairman. 

The Cuarrman. Mr.Green. 

Mr. Green. Mr. Secretary, you were here this morning when Mr. 
Compton testified, from the National Association of Manufacturers / 

Mr. Barr. Yes, Mr. Congressman. 

Mr. Green. I do not know whether you heard the part of his state- 
ment, let me read it to you: 

But management would like to see the available funds conserved by eliminating 
from the system the people who have quit voluntarily, who are not looking for 
jobs, who refuse suitable work when offered, who are retired and drawing pen- 
sions, who are on vacations, or who, for a variety of reasons, are not really 
“available for work,” even though they may satisfy the technical requirements of 
the law on the basis of the inadequate tests that can be applied by a public 
employment service office. 

These types of cases are not necessarily fraudulent. They are expensive and 
they deplete the funds that should be available for payments to people who are 
involuntarily unemployed. 

In some States these claims are very substantial. A survey by the Pennsyl- 
vania Chamber of Commerce led them to conclude that this type of fringe claim- 
ant—cases they call loopholes—is costing the Pennsylvania fund $40 million a 
year. 

Do you have any comment on that? 

Mr. Barr. Yes, I do. 

First of all, Mr. Compton’s list is rather more comprehensive than 
the Pennsylvania State Chamber of Commerce survey. They did out- 
line several t of recipients whom they call loophole cases. These 
were primarily cases of ait of recipients who were made eligible in 
the 1954 amendments by the legislature, passed by our legislature, one 
of which house was controlled by either party. _ 

We estimate in the department that that $40 million estimate is 
high. We estimate that those beneficiaries only received $28 million. 
That is still, of course, a very substantial amount of money. We would 
like to point out that that $28 million, in solving the problem of those 
loophole amendments, if indeed it is a problem, is certainly no solu- 
tion to a fund which paid out almost $400 million last year. It is 
$28 million as against $400 million. 
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We do have a very tough liquidity problem in Pennsylvania. We 

feel that this is a speusineltinens which undoubtedly will be considered 

by this commission that the legislature has asked the Governor to set 

up. 

The Cuamman. Mr. Mason. 

Mr. Mason. Just following that up a little, now if I retire on a 

pension and if I quit the job, voluntari Y: and do not want to work any 
more, do not need to work any more, that seems to me if I draw un- 
employment compensation whatever amount of dollars I draw, 
whether it is $30 or $40 or $100, that that is that much less for the 
legitimate unemployed who is really looking for a job to get, is it not, 
that much less he will get ? 

Mr. Barr. Well, sir, the way the law has been passed by the legisla- 
ture and interpreted by the courts in Pennsylvania is that if you 
voluntarily retire, and you draw a pension you are not eligible in 
Pennsylvania, But if you are fired and you happen to be over 65, 
you are eligible for unemployment compensation just like anybody 
else who is fired. 

Mr. Mason. But you make the point that it was not $48 million, it 
was $28 million. That is $28 million less for the legitimate unem- 
ployed man to get, it is not ? 

Mr. Barr. Well, sir, if you would imply by the term “legitimate” 
that a person who is fired and over 65 1s not eligible for unemploy- 
ment insurance because he has some social security benefits to which 
he has been contributing all his life, I would question your application 
of the word “illegitimate.” Our legislature and our courts think he 
is legitimate. 

Mr. Mason. All right, sir. 

The Cuamman. Mr. Batt, at this point there arises in my mind 
though, a very serious question about the advisability of Feder 
grants from the Reed fund. If we should have such a program, 
I think in time that Congress would be in the area of telling the 
States more and more of what to do in questionable areas of this sort. 
Where you have a program under the Reed Act of loans where you 
are expected to pay back what you borrow, we would not be as con- 
cerned about how you got to the point of needing additional funds. 
But I think if we ever once start this program of grants through the 
Reed fund then we will be very much concerned about how and to 
whom and under what circumstances the State of Pennsylvania or 
any other State makes the payment. It might be that the Congress 
will decide that these types of persons were not really the folks for 
whom such a program was conceived if, in the final analysis, we have 
to dip into the general funds of the Government in order to make 
available moneys for the State unemployment programs. 

Mr. Barr. Well, sir, I—— 

The CuarrMan. Isthere not that possibility ? 

Mr. Barr. My answer to that would be twofold. 

One, I would consider my social-security benefits to be a little bit 
like my insurance benefits that I get because I paid insurance all my 
life or retirement benefits I paid into the State or Federal retirement 
systems, to which I am entitled as an insurance just like any other 
insurance that you buy. 
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Secondly, I would feel that the Reed bill, the limitation of the 
present loan system is this: This is used and has been used only, of 
course, and you are only eligible for it if you are in desperate condi- 
tion; if your fund is exhausted due to a deep national recession over 
which a State has very little control. Alaska has applied for it. 
Oregon has applied for it. Michigan has applied for it. Pennsy]- 
vania has applied for it. These have been byproducts of the national 
recession. I really don’t believe that they have been primarily by- 
products of mismanagement of the funds in the States concerned. 
In view of the fact that you can only get this money when your fund 
is broke, the requirement to repay some years later is a difficult one 
to lay upon the back of a fund which already has the problem of 
rebuilding itself. 

Our case is a case in point. The Federal Government says we 
ought to have a reserve equal to a year and a half of our top benefits. 
That would be a $600 million reserve. We are going to have to 
build that reserve back to some figure in time for the next recession 
which could come in 1961 according to the best advice we could get. 

Now, in addition, on top of that we need to repay the TUC loans 
that we have made under provisions passed by this commtitee for 
which we were very appreciative. But it is a substantial amount of 
money. I think it will run over $50 million. 

We also have to repay the Reed bill loans which we just effected 
last week by action of our legislature, where we cleaned out the Reed 
bill fund. We took $94 million although we were authorized to take 
$112 million. There wasn’t any more in it. 

My only point is that you lay upon a State like Michigan, like 
Alaska, like Oregon, if they come into the fund, or like Pennsylvania, 
whose fund is in desperate shape already, you lay upon that State 
the problem of repaying this loan. I just point out to you, it makes 
it very difficult. 

The Cuarrman. Mr. Batt, I am thinking more in terms of the fact 
that Pennsylvania with 30 weeks of benefits and a benefit schedule 
that is actually less than what is contemplated in this bill, because of 
circumstances I am certain that are beyond the administration of 
the program, getting into the difficulty due to the unemployment 
that exists in your State, the fact that you have so many distressed 
areas compared to other States. If we turn around and say to you 
that you are not doing enough, you should do more, you should pay 
39 weeks, and you should pay higher benefits during that period of 
time, what are we doing to your ability to get on a solvent basis with 
your fund? Are we not making it more likely that you will be com- 
ing to us more often for money out of the Reed fund, and if we put 
the Reed fund on a grant basis are we not just saying to you in 
Pennsylvania or in some other State that we are putting you in a 
position where you will have to come to us to get money out of the 
General Treasury if we do not provide for Reed fund moneys from 
some other source? 

Now are we not putting you in a position of having you come to 
the Federal Treasury actually to sustain these higher benefits and for 
these longer periods ? 

Mr. Barr. Sir, we are going to have to figure out. 

The CuairmMan. Due to the condition you are in already. 
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Mr. Barr. Our legislature is going to have to figure out a way not 
only to rebuild the fund but also to repay the funds we already made. 
We had, in effect, 45 weeks of benefits. 

The CuarrMan. I know you have. 

Mr. Barr. What we are saying is we don’t want to be back to 30 
weeks when obviously 45 weeks has been rather inadequate for many 
of our people. 

It seems to us that the grant idea is a better way to make the Reed 
bill work, and I would not think it would be exploited unduly, sir, 
because the Reed bill fund has not been exploited in the many years it 
has been in effect. 

In effect, your original bill, the Mills bill, provided for grants, and 
I came down and testified ardently in favor of that provision, and 
I am sorry it didn’t pass. 

The CHairman. But the House in its wisdom decided to go the 
other way. I guess the original bill provided for grants. I do not 
remember. It was one of the earlier ones. What I am thinking 
is that perhaps the committee’s judgment of the House in the light 
of intervening circumstances might have been better than mine. 

Mr. Barr. Sir, on the paying end of the business of owing you 
about $60 million, T ‘ool stand by your judgment every time. 

I really think that this is, in view of the fact that the UC exten- 
sions were and the Reed bill moneys were only for funds which are 
desperate, that making them a loan fund is not very realistic. I 
mean they will be paid back but I do not think it is realistic. 

The Cuarrman. I did not think that the UC program would ever 
be paid back and said so on the floor of the House, and knowing the 
history of the bill, whether I am right or wrong, that is the program 
we finally passed. 

The thing I am concerned about is us telling you already in bad 
financial condition, a fund in Pennsylvania, that you have got to do 
more than circumstances have permitted you to do already and remain 
solvent in your funds. 

Now if we tell you to do more, how are you going to supply more 
revenue within your State to keep from coming to the Reed fund for 
grant of moneys that would, I assume, have to come direct from the 
Federal Treasu 

Mr. Barr. Well sir, there is no shadow of a doubt we are going to 
have to raise our taxes in our State. 

The Cuarrman. Would you do it? Do you think the Saget 
of Pennsylvania would be willing to do that if we gave you the easier 
out of coming to the Reed fund and getting money that you needed on 
the grant basis to make up for whatever you lacked in your State of 
doing exactly what the Congress told the State through its legisla- 
ture it had to do? Now that is the thing that is bothering me. 

Mr. Barr. Sir, this is one of the problems you always face when 
you are asked by the committee of Congress, would your legislature 
feel this or that. I couldn’t speak for them. 

The Cuarrman. If I were in the legislature and did not like the 
idea of the Congress telling me what I had to do in the first place 
and forcing upon us the burden that resulted in less ability to 
survive and to remain solvent, I believe I would just tell the people 


who ran the program to go back to Washington to get the money to 
finance it. 
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The Cuarrman. I do not know. Maybe that will not be the think- 
ing of the members of the State legislature of any State, but I can 
guess that some of them might share that. 

Mr. Keoeu. Mr. Chairman, I think it is rather difficult, if not 
impossible, to generalize what State legislatures might do with respect 
to taxes, and I think one factor that probably would influence the 
action of a particular State legislature is whether you had a Governor 
who had or whose friends thought he had ambitions for higher office. 

Mr. Mason. Mr. Chairman. 

The Cuatrman. Very few people that ever attained higher office, I 
think, Mr. Keogh, you will admit, were advocating a big increase in 
taxes, and I do not know but what the legislatures can be generally 
addicted to resistance to increases in taxes wherever increases in taxes 
can 

Mr. Barr. Our legislature is voting one today. 

The CuarrMan. Voting an increase ? 

Mr. Barr. Increase in taxes to raise about $350 million more for 
our general fund for the biennium. 

Mr. Green. Last night. 

Mr. Barr. Yesterday. 

The Cuarrman. I have ete known people in Pennsylvania were 
just more statesmenlike than I am because I have seen that demon- 
strated in these fine Representatives from Pennsylvania in the Con- 
gress. But not many legislatures meeting this year have voted in- 
creased taxes, I notice. 

Mr. Barr. This is a compelling necessity, sir. We have the same 
problem in UC. 

Mr. Kerocu. The Republican-controlled New York Legislature 
adopted a considerable program of increased taxes in the session just 
adjourned. I got the impression that some of the votes were cast 

‘in that program with some reluctance, but they were cast nevertheless. 

Mr. Green. Mr. Chairman, the statement that I read to you, which 
was part of the statement of Mr. Compton, had some inferences in 
there that I do not think were cleared up. For example, in Pennsyl- 
vania, no one can apply for unemployment compensation if they 
voluntarily leave their job. 

Mr. Barr. Quite right. 

Mr. Green. Is not that correct ? 

Mr. Barr. Right; absolutely. And no one can qualify, either, Con- 
gressman Green, if they are not looking for jobs, if they refuse work. 

Mr. Green. Or not looking for work or refuse suitable work when 
offered. If the State employment office sent somebody out for a job 
that they feel they shoul teks and they turned it down, they are cut 
off unemployment compensation, are they not? . 

Mr. Barr. That is correct, sir. 

Mr. Green. As to retired people drawing pensions, you already 
explained if they had been working in a plant for 10 or 15 years and 
they are 65 or 66 years old and they are fired from the job or laid off 
a of depression, they are entitled to unemployment compen- 
sation 

Mr. Barr. That is correct, sir. 

Mr. Green. And should be. 

Mr. Barr. That is correct. 
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Mr. Green. And those who work for a variety of reasons are not 
really available for work. I do not know what he would mean b 
that unless he would mean someone who had been fired from a jo 
or severed from his position because of the depression and subsequently 
had an accident abl beaks his leg and was not able to go to work but 
this statement generally as I understand the law venta, 
certainly Soule 4 not amount to $40 million or the $28 million that 
you mentioned. Does that apply to people over 65 or are there other 
joopholes in the law 

Mr. Barr. There are others in that $28 million figure beside the 
so-called retirement cases. There are people over 65. There are also 
some other areas which the State chamber of commerce feels are 
fringe claimants, that are not truly deserving of unemployment com- 
pensation, who were voted in the unemployment compensation pro- 
gram by the 1954 legislature before I was in Harrisburg. 

But this unfortunate placing of the statements together as you 
pointed out, Congressman Green, and I am awful glad you did, this 
listing of people who apply in no State that I know of are eligible 
for benefits together with Pennsylvania—— 

Mr. Green. In order to keep the record straight, in Pennsylvania 
anyone who voluntarily leaves his job is not entitled to unemployment 
compensation ¢ 

Mr. Barr. That is correct. 

Mr. Green. Anyone who is not looking for a job, who has a job 
offered to him and turns it down is not eligible, either ? 

Mr. Barr. That is correct. 

Mr. Green. Thank you. 

Mr. Mason. May [ask this, Mr. Chairman? 

The CuHarrman. Yes, Mr. Mason. 

Mr. Mason. I know personally young ladies who have been work- 
ing for 2 or 3 years at different types of jobs in Illinois who have 
gotten married and collected 6 months unemployment benefits after 
they got married and under the law legally they could do that. 

Now, I say that that is dipping into the fund that belongs to 
someone that needs it. 

Mr. Barr. That certainly sounds that way, sir. 

Mr. Mason. I do not know whether Pennsylvania permits that. 

Mr. Barr. Not unless they have been fired. 

Mr. Green. I would say that would not be permissible in Pennsyl- 
vania unless a girl worked some place and was going to be married, 
went to her employer and asked him to fire her instead of letting her 
leave voluntarily, which can very easily happen. 

Mr. Barr. Without collusion from the employer it would be im- 
possible in our State. 

Mr. Mason. It would be impossible, you say ? 

The Cuarrman. In any case that would be a most unrealistic law, 
would it not, that assumed the girl got married, became unemployed, 
because they tell me they just begin to work when they get married. 

Mr. Barr. Yes, sir. And alot of discussion gone into this morning, 
it seemed to me, spent a lot of time on these very marginal issues 


which are not the big problem or what is suitable work. The big 


problem really is when there is no shadow of a doubt that there is no 
other work available—the big problem is a recession like we have got 
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now where a man is laid off in a steel town like Pittsburgh, and there 
is no shadow of a doubt, there is no other job we can refer him to. 

The CHarrman, Seriously, Mr. Batt, all these laws, I think oper- 
ate pretty generally alike, in that a pene oes to the employment of- 
tice about once a week to sign up for ele and if they do not have 
work for him or suitable work, whatever the State law says, and he 
has a work record in his base year or he is within and has not ex- 
hausted his benefit year, he gets a check for unemployment compensa- 
tion, at. that point. If they have a job for him that they deem to be 
a suitable job and he does not take it he does not get his check. Is 
that the way it works? 

Mr. Barr. That is right, sir. 

The Cuamman. Even in your State, a man 65 year of age, because 
he is 65 and drawing social security, but is reporting for work and 
you do not have a job for him, under your law you have to pay him 
unemployment compensation. 

Mr. Barr. If he has been fired, that is right. 

The CHarman. In other words, he is qualified under your law as 
being available for work and seeking work, is that it ? 

Mr. Barr. That is correct, sir, 

The Cuamman. That is generally true in all the States, that re- 
quirement, is it not ? 

Mr. Barr. That is right. And we have 500,000, close to 500,000 
people jobless and we have now listed in our employment offices va- 
cancies for about 10,000 to 20,000 jobs, a revolving figure. The two 
are so out of balance that there is just no question that people are 
refusing suitable jobs. This is nonsense. There just is no work. 

The CuHamman. The question came up earlier in the hearing that 
the unemployment service itself in a State may well not have a list of 
more than 10 percent ofthe jobs that may be available-at.any given 
_ time within a State. 

Mr. Barr. We think we do about a third of the business of the 
State. We think we do better than 10 percent. They certainly do not 
have all of them. We donot get all of the business. 

The CuHaimrman. You think in Pennsylvania you have a list of at 
least 30 percent ? 

Mr. Barr. We think so, sir. We don’t do all the business. We don’t 
do all the business we like to. Of course our estimates, we have a 
too. 

The CHatrmMan. Since the employment service within the State 
would not have a list of all of the jobs, it is a weakness in the pro- 
gram that it is only the work that may be known to exist within the 
employment office that the individual be held to have to take? Is that 
a weakness in the law? Should he have to do something other than 
merely be available for work that the employment office may know 
about? Should he be required to seek other employment, show evi- 
dence that he has sought other employment than that the employment 
office may know about in order to qualify ? 

_ Mr. Barr. I do not know how you are going to prove that, sir. 

The Cuamman. I do not either. 

Mr. Barr. We police ourselves for fraud. We find very little fraud 
in our system and we get back all the money that we lose through 
fraud. We knew of many cases where people were taking it where they 
were refusing work. 
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The CHatrman. There is no way for you to know about all jobs, 
of course. In a given week there may be a suitable job for this man 
when he reports for work that you do not know about but it would 
be difficult, you think, if not impossible, to police a requirement that 
would presume that he knew about it. 

Mr. Barr. I think it would be. 

Mr. Green. I think, Mr. Chairman, if you will excuse me a minute, 
in most cases where a man is looking for work and is going to the 
‘State employment office in cases where they would not have the con- 
tract of the State employment office he would have a job grabbed up 
before the State employment office would know it. 

Mr. Barr. Yes, you make a very good point, though. Our heaviest 
unemployment is within unionized employment. And the hiring back 
is done on the basis of your call back list on the basis of seniority. 
And the fellow getting called back knows that before. We do not get 
any jobs listed Freon us from Jones & Laughlin, for example, unless 
Jones & McLaughlin used up all the call back list. So the fellows 
drawing unemployment compensation, they are back to work before 
we have any vacancy listed in our office. 

The Cuairman. The availability of the job then is known other than 
through your office; that is what you are saying? 

Mr. Batr. Yes,sir. These things travel through all kinds of grape- 
vines, and the job availability and the lack of jobs is common knowl- 
edge in the working community in these towns. 

It is no problem. I know it is impossible to administer but I do 
not. think it is any problem. 

Mr. ALGER. Mr. Chairman. 

The Cuarrman. Mr. Alger will inquire. 

Mr. Atcer. Mr. Batt, on p 1 of your statement you mention 
«experience rating in a rather derogatory way, saying it opened the 
Pandora’s box of problems. Do you believe experience rating adds 
any stability in employment in the States ? 

r. Barr. I have never seen, sir. Have you seen the studies? We 
have never seen the studies of additional stability of employment that 
has been reached by experience rating. I have never seen any esti- 
mates. I do think perhaps—I was impressed by the NAM testimony 
thismorning. I think perhaps there might have been some move made 
by individual concerns to level out their seasonal unemployment in the 


“interest of a lower tax rate. But I would certainly not feel that the 


experience rating system had done anything to mitigate the depth of 
the 1938 recession. 

The principal utility of unemployment compensation is to offset a 
national recession, and I would oubt that experience rating affected 
the depth or length of the 1958 recession one lota. We have seen no 
indication of it. 

Mr. Aoer. I asked your viewpoint because many, many witnesses 
have stated that experience rating - its very nature is an incentive 
to the employer not to lay people off. They have given us examples 
how they will even altertiate weeks'with existing employees, do every- 
thing they can as an incentive to reduce the tax rate. 

Mr. Barr. I am sure it is designed for that purpose. We have seen 
no studies that it does so. oy. 

Mr. Avcer. You do not feel it does that. Experience rating does 
not increase stability of employment ? 
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Mr. Barr. I have seen isolated cases where it helped even out some 
seasonal unemployment. I have seen no cases where it made a reces- 
sion less deep or less long. 

Mr. Auger. I am not sure what you mean. I mean do you think ir 
has increased stability of employment or not? 

Mr. Barr. In isolated cases, “Yes.” In any substantial amount has 
it decreased recession, “No.” 

Mr. Arcer. On page 12 you mention arbitrary disqualifications. 1 
observed in the material prepared for us by the staff that one of the 
reasons advanced for disqualification by States is labor disputes. 

Mr. Barr. Yes. 

Mr. Acer. That there can be disqualifications at the State level for 
men who are seeking unemployment compensation because of labor 
disputes. Do you feel that that is a legitimate reason to maintain the 
State disqualifications, or not? 

Mr. Barr. Yes, sir. The only State in the Union to my knowledge 
to pay for people out on strike is New York State. We don’t pay for 
people out on strike. Is that your question? 

r. Atcrer. Here is what you say: “We are most strongly in favor 
of the Kennedy bill provisions to end arbitrary disqualifications.” 

Mr. Barr. That is correct, sir. We would not put that. under that 
classification. 

Mr. Aucer. That is part of the State qualifications that are in this 
bill unless I misunderstand the bill. 

Mr. Barr. As I read the bill it doesn’t and as our lawyers read it. 
it does not permit us, not to require us to pay benefits to people on 
strike. 

Mr. Axcer. I hope that your interpretation is right. I see here on 
page 3, “Compensation shall not be denied to any eligible worker,” 
and so forth. 

__ Mr. Barr. I am no lawyer but that is what our people tell us. If 
it is not clear I think it ought to made clear. 

Mr. Aterr. A gentleman this morning referred to your statement, 
possibly you were here when Mr. Compton made quite a case pre- 
senting here and I thought you ought to have a right to rebut that. 
He felt in the system that ple who quit voluntarily, who are not 
looking for jobs, who refuse suitable work offered, or drawing 
pensions—— 

Mr. Green. Mr. Alger, that already has been gone into. 

Mr. Axerr. I beg your pardon? 

Mr. Green. I went into that with the Secretary. 

Mr. Mason. Quite thoronghly. 

Mr. Axecer. I appreciate that and I say to my colleague that I am 
sorry not to have been here for that exchange. 

Thank you very much. 

Mr. Barr. Inessence, Mr, Alger, it isnot true, almost all these items 
we do not permit benefits. \ 

Mr. Auer. I am sure he knew what I was going to say but 1 was 
wondering about this charge. Let me ask it anyway, now. 

About the $40 million that was paid, that is what I am getting into. 

Ts that what you went into? 

Mr. Mason. Yes. 

Mr. Barr. Yes. 
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Mr. Mason. According to their record it is only $28 million instead 
of $40 million. 

Mr. Acer. Was it agreed that a number of these cases could be 
eliminated ? 

Mr. Barr. Sir, they are not paid in Pennsylvania. The way this 
was written it implies. 

Mr. Axger. Let me ask you another way. 

Mr. Barr. Mr. Compton implied all these cases were paid in Penn- 
sylvania. None of them are. 

Mr. Axeer. Let me ask you another way. 

Do you feel under the Pennsylvania law that those who are fraud- 
ulently getting unemployment compensation and not seeking or desir- 
ing employment, just wanting unemployment pay, this is human to 
want something for nothing, do you fee! there is very much of that in 
Pennsylvania that you are paying for? 

Mr. Barr. No, sir. We eel we have one of the best fraud detec- 
tion situations and records in the United States. We catch up with 
our fraudulent cases. We require them to be repaid and our fraud 
is very small. Itisa fraction of 1 percent. 

Mr. Areer. Thank you. 

Thank you, Mr. Chairman. 

Mr. Barr. And we get all that money back. 

Thank you very much, sir, and the committee. 

We appreciate the opportunity to make our case. 

Mr. Kine (presiding). Thank you. 

Our list indicates that Mr. L. W. Gray, of the Texas Manufacturers 
Association is the next witness. 

Mr. Gray, will you identify yourself for the record, please ? 


STATEMENT OF L. W. GRAY, LEGAL COUNSEL AND DIRECTOR OF 
INSURANCE, TEXAS MANUFACTURERS ASSOCIATION 


Mr. Gray. Yes, sir. 
Mr. Chairman and members of the committee: 


My name is L. W. Gray, and I am legal counsel and director of in- 


surance for the Texas Manufacturers Association with offices at 902 
Capital National Bank Building, Austin 16, Tex. uy appearance be- 
fore this committee is on behalf of the approximately 4,000 business 
firms in Texas who are members of the Texas Manufacturers Associa- 


tion and most of whom are covered employers under the Texas Unem- 
ployment Compensation Act. The Texas Manufacturers Association 


has adopted as a part of its basic policy the following statement con- 
cerning unemployment compensation : 


EMPLOYMENT STABILIZATION AND UNEMPLOYMENT COMPENSATION 


The Texas Manufacturers Association proposes the following fundamental 
principles as a guide to interpretation, study, or modification of the existing 
State law dealing with unemployment compensation » 

(1) Unemployment compensation benefits should not be at a level so high 
as to destroy the desire to seek employment immediately or the incentive to 
work; neither should they be at a level so low as to require eligible workers 
to resort to public relief while on benefit status. 

(2) Such benefits should be afforded those individuals who comply with 
eligibility standards established by State law, including the requirements tha* 
laid-off workers must (a) register for work, (b) actually seek work, and (c) 
be able to perform it. 
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(3) Such benefits should relate directly to the amount of taxable wages pail 
to the workers. The unemployment tax liability rate should be directly related 
to each employer’s experience and in keeping with the relatively stabilized em- 
ployment conditions existing in the State. 

(4) Unemployment benefits should be based upon a percent of take-home pay 
and restricted to the unemployed individual who is normally in the regular 
workforce. 

(5) Such unemployment benefits should be extended to an eligible worker 
for a reasonable length of time to enable the individual to find employment. 

TMA urges that any State level consideration of the unemployment compen- 
sation law be directed toward maintaining incentives to industry through expe- 
rience rating and to the unemployed ‘individual through emphasis on the need 
to actually seek employment. 

Furthermore, the Texas Manufacturers Association adheres to the principle 
that unemployment compensation laws should be administered at the State level, 
and that the National Government should refrain from interfering with or 
bringing undue pressure upon the State administrative agencies in the perform- 
ance of their duty as directed by the respective State legislatures. 

My appearance here is occasioned by the fact that H.R. 3547 con- 
travenes the above-stated policy in that the bill under consideration 
seeks to prescribe certain minimum Federal standards with respect to 
the terms and conditions under which unemployment compensation is 
paid under the laws of the several States and the further fact that the 
covered employers of the State of Texas have a vital interest in unem- 
ployment compensation because they pay the costs of the program: 
through a payroll tax. 

In the interest of brevity, my remarks will be restricted to the his- 
tory, operation of, and current developments in the unemployment 
compensation program in Texas which, in our opinion, indicate that 
the Etate of Texas from the inception of the program has and is con- 
tinuing to provide adequate protection _to the employees in our State 
covered by the Texas Unemployment Compensation Act. I will not 
discuss the general provisions of H.R. 3547 or the drastic costs which 
this legislation would place upon the covered employers of Texas but 
will leave these subjects for discussion by other witnesses from the 
State of Texas. 


THE TEXAS LEGISLATURE AND THE TEXAS MANUFACTURERS ASSOCIATION 
HAVE BEEN RESPONSIVE TO NEEDS OF COVERED EMPLOYEES SINCE INCEP- 
TION OF THE TEXAS UNEMPLOYMENT COMPENSATION ACT 


The Social Security Act of 1935 gave to the States the power and 
discretion to set the maximum weekly benefit amount, the duration of 
weekly benefit payments, and to prescribe eligibility conditions for 
their respective unemployment compensation programs. The Texas 
Legislature enacted the Texas Unemployment Compensation Act in 
1936 and provided for payment of benefits to commence on Jan- 
uary 1, 1938, and the act provided for a maximum weekly benefit 
amount of $15, duration of oath payments of 15 weeks, and covered 
employers with eight or more employees. During subsequent ses- 
sions, the Texas Legislature has exercised its prerogative to increase 
the maximum weekly benefit amount, to increase the duration of 
weekly benefit payments, and to extend coverage and to make over 
necessary amendments as local economic conditions and changing 
times demonstrated the need for. The present maximum weekly ben- 
efit amount in Texas is $28, the duration of weekly benefit payments 
is 24 weeks and coverage is now extended to employers with four or 
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more employees. This represents an increase in the maximum weekly 
benefit amount from the inception of the program to the present date 
of 87 percent, and an increase of 60 percent in the duration of weekly 
benefit payments for the same period. The Texas program has been 
criticized for not increasing benefit amount and duration to kee 
abreast of the spiraling cost of living; however, a study published by 
the Chamber of Commerce of the United States (Bulletin, vol. 3, No. 
14, Mar. 27, 1959) reveals that an unemployment compensation benefit 
cheek will buy more today than in 1939, although the cost of living 
has increased drastically. The average weekly benefit payment in 
Texas in 1939 was $8.43; it had increased by $24.49 by October of 
1958. ‘The cost-of-living index was 59.4 in 1939 and had increased by 
108 percent to 123.7 by October 1958. Therefore, in Texas it would 
take the sum of $17.53 to buy the same amount of goods and services 
that could have been bought for $8.43 in 1939. However, the average 
weekly benefit payment in 1958 was $24.49, which was about 40 per- 
cent above the $17.53. 

This illustrates that although prices are much higher, the Texas 
average weekly benefit today wil buy more goods and services than 
the ave weekly benefit in 1939. The last increase in the maxi- 
mum weekly benefit amount was effective October 1, 1955, when an 
increase from $20 to $28 became effective, representing an increase of 
40 percent. The Texas Manufacturers Association supported this in- 
crease and has consistently suported increases in benefit amount and 
duration to keep the program abreast with changing economic con- 
ditions within the State. This interest has also extended into the 
allied field of workmen’s compensation. During the last session of 
the Texas Legislature, the Texas Manufacturers Association sup- 
ported house bill 483 which increased the maximum weekly work- 
men’s compensation benefit payment from $25 to $35. 

The Texas Manufacturers Association’s unemployment compensa- 
tion committee made a survey during the latter part of 1958 to deter- 
mine the status of the unemployment compensation program in Texas 
and to compare the program with those in operation in our sister 
States. This study revealed that the national average maximum 
weekly benefit payment, including the District of Columbia and 
Hawaii, at that time and that was August of 1958, was $33.42. This 
figure does not include dependency allowances which are not payable 
under the Texas act. The national average duration of weekly benefit 
payments was found to be 25.4 weeks at that time. The committee 
was of the opinion that the Texas program did not compare favorably 
with the average particularly as to benefit amount and recommended 
to the board of directors that the Texas Manufacturers Association 
sponsor and support legislation when the 56th Texas Legislature con- 
vened in 1959 to improve the program. The board approved this ree- 
ommendation and directed the staff to work toward this goal. The 
committee did find that the Texas program in some respects was supe- 
rior to the programs in other States. Exhibit A, which is attached 
hereto, contains a statistical summary of the Texas program as of 
August 31, 1958. 
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EFFORTS OF EMPLOYER SECTION OF ADVISORY COUNCIL TO TEXAS EMPLOY- 
MENT COMMISSION TO SUBMIT AGREED UNEMPLOYMENT COMPENSATION 
LEGISLATION TO THE TEXAS LEGISLATURE TO IMPROVE TEXAS PROGRAM 


Col. S. Perry Brown, chairman and executive director of the Texas 
Employment Commission, prior to the convening of the Texas Legis- 
lature, made a statement on January 2, 1959, to the effect that he was 
recommending three proposed amendments to the Texas Unemploy- 
ment Compensation Act to the advisory council of the Texas Employ- 
ment Commisison for their consideration. These three amendments 
were as follows: (1) The restoration of the 1-week waiting period 
with the further provision that the benefit payments be increased to 
the extent that they would more than compensate claimants for any 
loss that they might suffer by reason of the restoration of the waiting 
period ; (2) that the maximum weekly benefit amount be increased to 
the more realistic figure of $35 in view of wage increases in recent 
years; and (3) that the Texas Legislature give consideration to pro- 
viding for a temporary extension of the duration of benefits when 
unemployment reaches a critical level. Such extension to be for a 
number of weeks equal to one-half of the individual’s entitlement. 

A subcommittee of the advisery council composed of one member 
representing the employer section, one member representing the em- 
ployee section, and one member representing the public section was 
appointed by the chairman on January 9, 1959, for the purpose of 
analyzing the above three proposals and trying to prepare an agreed 
bill a7) submission to the legislature with the support of the advisory 
council. 

The subcommittee after holding three lengthy meetings was in sub- 
stantial agreement on some needed amendments, but they were not 
able to agree on a final legislative program for submission to the ad- 
visory council. Mr. Ed C. Burris, executive vice president of the 
' Texas Manufacturers Association, representing the employer section 
of the council on the subcommittee, made the following package pro- 
posal which he agreed to recommend to the employer section of the 
council for their adoption: 

(1) An increase in the maximum weekly benefit from the present 
$28 per week to $35 per week or, in the alternative, the adoption of a 
variable maximum benefit schedule in Texas with graduated benefits 
ope cing upon the number of dependents up to four on the following 
schedule: 


weekly 

Number of the claimant’s dependents: benefit rate 
0 
2__- 35 
3 
4 or more 41 


(2) And increase in the duration for the payment of benefits from 
the present 24 to 26 weeks. 

(3) To extend the coverage of the Texas Unemployment Compensa- 
tion Act from the present four or more employees to one or more 
employees. 

4) The restoration of the 1-week waiting period prior to the com- 
mencement of payment of benefits. 


the 
soc 
dr: 
me 
stt 
un 
an 
the 
we 
pi 
fits 
of 
the 
ha 
C0 
lee 
Mi 
he 
em 
of 
leg 
bo 
pr 
CO; 
pe 
eff 
joi 
of 
LE 
fai 
A 
em 
Ay 
$3: 
pa 


UNEMPLOYMENT COMPENSATION 801 


(5) The elimination of the present procedure whereby claimants, 
upon becoming eligible to draw social security benefits, first exhaust 
their unemployment compensation benefits and then qualify and draw 
social security benefits retroactive to the date of their entitlement and 
draw them for the same period for which they received unemploy- 
ment compensation benefits. 

(6) To request the legislature to authorize or direct a comprehensive 
study of the Texas Unemployment Compensation Act and the entire 
unemployment compensation program for the purpose of making 
any needed recommendations improvement. 

The above recommendations upon enactment would have increased 
the maximum weekly benefit amount to $35, extended duration of 
weekly benefit payments to 26 weeks, and reduced coverage to em- 
pioyers with one or more employees. 

These improvements would have increased the total payout of bene- 
fits in Texas by approximately 7.5 percent and, mee on the payout 
of $60 million in benefits for the fiscal year ending August 31, 1958, 
ihe total additional cost to the covered employers of Texas would 
have been approximately $414 million. 

The Texas Manufacturers Association felt that the above amend- 
ments would upgrade our present program and place it in a good 
comparable position with those in the other States. The subcommit- 
tee member representing the employee section of the advisory council, 
Mr. Jerry Holleman, State president of the Texas AFL-CIO, stated 
he could not accept the above program for recommendation to the 
employee section of the council, and the advisory council was notified 
of the failure of the subcommittee to reach an agreement on a joint 
legislative program. 

The failure of the subcommittee to reach a common agreement left 
both employers and employees free to sponsor their own legislative 
program in the legislature. 

The above is submitted to show that the employers of Texas, being 
cognizant and aware of the need to improve the unemployment com- 
pensation program in Texas, have made, in our opinion, a sincere 
effort to bring about the enactment of an improved program through 
jointly sponsored legislation which would have an excellent chance 
of success with the united support of labor and management. 


LEGISLATION CURRENTLY PENDING IN TEXAS LEGISLATURE WOULD IMPROVE 
UNEMPLOYMENT COMPENSATION PROGRAM IN TEXAS 


The 56th Texas Legislature convened on January 13, 1959, and, 
failing to agree on a program, we each submitted bills currently 

nding before this body which would increase the maximum weekly 

nefit amount and extend duration of benefit payments in Texas. 
A third bill would extend coverage to employers with one or more 
employees in Texas. 

nate bill 122 by Senator Krueger was passed by the senate on 

April 3, 1959, and increases the maximum weekly benefit amount to 
$35. This bill also restores the 1-week waiting period and makes 
several other amendments to the act. 

The Texas Manufacturers Association has actively supported the 
tng of this bill and will continue to work for its passage in the 

ouse, where it is now pending. 
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House bill 24, currently pending in a subcommittee of the State 
affairs committee of the house, proposes to increase the maximum 
weekly benefit amount to $40 and extends duration of benefit pay- 
ments to 39 weeks and liberalizes the formulas for computing the 
maximum weekly benefits and the duration of weekly benefits. 

House bill 814 by Springer would extend coverage to employers 
of one or more employees, and the Texas Manufacturers Association 
has not opposed this feature of the bill. 

The Texas Senate is aware of H.R. 3547 and S. 791 pending in the 
U.S. Congress, and has passed a resolution in opposition to this 
legislation stating in effect that the senate is currently considering 
legislation which would provide improvement in the Texas program. 
A copy of this resolution is siteted hereto and marked “Exhibit B.” 

In our opinion the Texas Legislature is also cognizant of the need 
to improve the unemployment compensation program in Texas and 
its current mood indicates that it will be responsive to such needs 
‘during this session. Our session will adjourn on May 12, 1959, which 
is now less than a month away, and we are confident that a bill will 
-come forward from that session improving the program in Texas. 

Then in conclusion, the Texas Manufacturers Association objects 
strongly to the principle involved in H.R. 3547 giving the Federal 
Government the power to set or dictate minimum standards which 
the individual States would have to adopt with respect to amount and 
duration of benefit payments and as to eligibility or lose their 90 
percent. credit against the Federal tax of 3 percent. 

We are of the opinion that the present system of allowing the 
several States to set their own standards has worked very satisfac- 
torily since the inception of the unemployment compensation pro- 
gram and that the enactment of this legislation would be detrimental 
to the continuation and effectiveness of the individual State pro- 


. ‘grams. 


While the standards imposed under H.R. 3547 would force the 
laggard or backward States to improve their programs, they would 
also force the States with the most progressive programs to increase 
‘benefit amounts and durations. This would tend to penalize or punish 
the States that have been most progressive by causing them to increase 
their benefit amounts and extend durations to force several laggard 
States to improve their programs. 

It seems elementary that the several States differ as to specific types 
of programs needed in their individual States and that the better 
procedure is to allow each State to set its own standards as local 
economic conditions require and, further, that this system allows for 
more flexibility to meet changing conditions within the individual 
States. 

Mr. Chairman, that completes my statement. 

I do have a summary attached and three exhibits which I would 
like to have included in the record. 

The Carman. Without objection, the summary plus the exhibits 
-and resolutions all will be included in the record. 
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(Information referred to follows :) 


In SUMMARY 


The Texas Manufacturers Association opposes H.R. 3547 on the following 

-grounds : 
. (1) The principle of the bill violates the basic policy of the Texas Manu- 
facturers Association that unemployment compensation laws should: be admin- 
istered at the State level, and that the National Government should refrain 
from interfering with or bringing undue pressure upon the State administrative 
agencies in the performance of their duty as directed by the respective State 
legislatures. Exhibit C, attached hereto, reiterates the Texas Manufacturers 
Association’s opposition to this legislation. 

(2) The Texas Legislature has been responsive to the needs of the employees 
covered under the Texas Unemployment Compensation Act from the inception 
of the program to the present date and has increased the maximum weekly 
benefit amount from $15 to $28, an increase of 87 percent, and the weekly 
duration of benefit payments from 15 weeks to 24 weeks, an increase of 60 
percent, and extended coverage to employers with four or more employees, and 
the current session of the Texas Legislature has under consideration legislation 
formulated to further improve the program in Texas. 

(3) The Texas Manufacturers Association has been and continues cognizant 
of the necessity for upgrading the program from time to time as economic and 
local conditions change, and it has supported legislation in the past for this 
purpose and is currently supporting legislation to improve the program. The 
executive vice president of the Texas Manufacturers Association submitted a 
proposal to a subcommittee of the advisory council of the Texas Employment 
‘Commission ‘which included an increase in the maximum weekly benefit amount 
to $35, extension of duration of benefit payments to 26 weeks and’ extension of 
coverage to employers with one or more employees. 


ExnHisit A 
Statistical summary of Texas unemployment compensation program 
Amount in the Texas trust fund available for benefits Aug. 31, 


Average tax rate of all employers, rate year 1957 (only Virginia 

had lower average tax rate) (percent) _-._--_____-________ 0. 64 
Average tax rate of employers eligible for experience tax rates, 

‘Total employers covered Aug. 31, 1958____.-----_---_----__-- 69, 685 
Employers eligible for experience tax rates on Aug. 31, 1958__ 67, 316 
Hligible employers with experience tax rates lower than 1 per- 

Eligible employers with the minimum tax rates of 0.1 percent 

‘Total wages reported by covered employers for 4 quarters end- 


‘Taxable wages reported for 4 quarters ending June 30, 1958___ $4, 693, 939, 336 
Net taxes collected during fiscal year ending Aug. 31, 1958 


Benefits paid fiscal year ending Aug. 31, 1958: Texas unem- 
ployment $60, 805, 305 
Unemployment insurance averages : 
Amount per individual_______ a $217. 86 
Weeks per 9.1 
Weeks entitled to and might have drawn__________________ 19.7 
The estimated number of different individuals paid unemploy- 
ment insurance benefits in year ending Aug. 31, 1958________ 279, 100. 
182 percent. 


255 percent. 
Source: Texas Employment Commission. 
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Exursit B 
SENATE RESOLUTION 112 


Whereas there is unemployment compensation legislation pending in the Con- 
gress of the United States, which legislation seeks to establish certain minimum 
benefit standards and would thereby remove from the States many of the powers 
now vested therein, which legislation is coercive upon the legislatures of the 
various States in that if they fail to comply with the proposed standards, drastic 
penalties would be imposed upon the taxpayers in such States; and 

Whereas the Legislature of the State of Texas recently, in recognition of 
unemployment problems, increased the maximum weekly benefit amount by 40 
percent, and is even now in the current session considering legislation which 
would provide further increases ; and 

' Whereas the people of Texas are firmly dedicated to the proposition that 
matters relating to the amount and duration of unemployment benefits should 
be left to the discretion of the various State governments due to the widely 
varying economic and other conditions that prevail among the States: Now, 
therefore, be it 

Resolwed by the Senate of the State of Texas, That it opposes legislation which 
would establish Federal minimum benefit standards and which would compel 
the States to take similar action, thus depriving the legislature of its rightful 
authority in such matters; and be it further 

Resolved, That a copy of this resolution be sent to the President of the United 
States, the Secretary of Labor of the United States, Senate Majority Leader 
Lyndon B. Johnson, Senator Ralph W. Yarborough, Speaker Sam Rayburn, and 
all Members of the House of Representatives from Texas. 

Ben RAMSEY, 
President of the Senate. 


I hereby certify that the above resolution was adopted by the senate on 
February 23, 1959. 
[SEAL] CHARLES SCHNABEL, 
Secretary of the Senate. 


C 


Whereas H.R. 3547 by Congressman Karsten and S. 791 by Senator Kennedy 
are companion bills pending in the U.S. Congress and such bills seek to prescribe 
certain minimum standards with respect to the terms and conditions under 
which unemployment compensation is paid under State laws; and 

Whereas the Texas Manufacturers Association’s policy on unemployment com- 
pensation provides that unemployment compensation laws should be adminis- 
tered at the State level and that the National Government should refrain from 
iterfering with or bringing undue pressure upon the State administrative agen- 
cies in the performance of their duty as directed by the respective State legisla- 
tures; and 

Whereas the enactment of these bills would deprive the individual States of 
their historic control over their unemployment compensation programs and vest 
such control in the Federal Congress; and 

Whereas the Texas Legislature, currently in session, has legislation pending 
before it to increase the unemployment compensation benefit amount and in- 
crease the duration of benefit payments in Texas and the Texas Manufacturers 
Association is cognizant of the need of a realistic increase in the weekly benefit 
amount: Now, therefore, be it 

Resolved, That the board of directors of the Texas Manufacturers Association 
in their regular quarterly meeting in Austin, Tex., on April 8, 1959, go on record 
as opposing H.R. 3547 and S. 791 and other similar legislation depriving the in- 
dividual States of their historic discretion in setting unemployment compensa- 
tion benefit standards on an individual State basis and substituting Federal 
standards ; and be it further 
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ResolWwed, That copies of this resolution be mailed to Senate Majority Leader 
Lyndon B. Johnson, Senator Ralph W. Yarborough, Speaker of the House Sam 
Rayburn, and all members of the Texas delegation in the House of Representa- 
tives. 

JAMEs L. WHITCOMB, President. 

Attest: 

Ep C. Burris, Secretary. 


ee by Texas Manufactures Association board of directors on April 8, 
1959. 

The Cuairman. Mr. Gray, we appreciate very much your coming 
to the committee to discuss these matters with us and to express the 
views of the Texas Manufacturers Association. We are very pleased 
on this committee to have two members of your great State. 

Are there any questions ? 

Mr. Mason. Shall we say stalwart members ? ; 

Mr. Ixarp. I have nothing, Mr. Chairman, other than to just join 
you in your statement, and I know my colleague, Mr. Alger, joins me, 
in saying we are always glad to see somebody from Texas and we ap- 
preciate it very, very much. 

The Cuarrman. We thank you very much for coming to the com- 
mittee. 

Mr. Aucer. Mr. Chairman, I would like to ask one question. 

The Cuairman. Mr. Alger. 

Mr. Acer. Mr. Gray, with regard to your summary and your en- 
tire statement, do you feel your viewpoint is expressive of the Texas 
Legislature viewpoint basically ? 

Mr. Gray. Mr. Alger, I can answer that in this way: I think that 
the legislature is aware of the need to do something with the program 
in Texas, to improve it, and we feel the same way and we are working 
on concert in that direction at the present time. 

Mr. Aucer. I should have been more explanatory in my statement. 

I have here the statement of Mr. Holleman, president of the Texas 
State AFL-CIO. Mr. Holleman will not appear today, I under- 
stand, Mr. Chairman, but he is filing this statement. I do not know 
whether you have seen it, Mr. Gray, but it directly contradicts sev- 
era) of the things you said today, and that is what prompted the 
question. 

Does Mr. Holleman represent the viewpoint of the majority of the 
Texas Legislature or would you say you do in this regard ¢ 

Mr. Gray. That is a difficult question to answer and I think we 
will have to await the final action of the legislature. 

However, I would say this: It is entirely within their prerogative 
to enact the type of legislation which they think should come out this 
session in this field, but from our contacts with them, we are con- 
fident that they are aware of the problem and are going to do some- 
thing to correct the situation in Texas. 

Mr. Holleman’s statement I have just had an opportunity to read, 
and I do not want to comment without him here for the purpose of 
cross-examination, which might be taking unfair advantage of him, 
but, basically, the statement is correct as to the facts. I know here 
that he is generally agreed that some legislation will come out of this 
session, and he indicates it will not be above the maximum benefit 
amount of $35 and duration will not exceed 26 weeks. Of course, we 
do not know how that is going to come out in final form, but, as 
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I have indicated before, that there will be some improvement in my 
opinion. 

Pr. Auerr. What I had in mind, to make my question more under- 
standable, was Mr. Holleman’s belief in Federal minimum stand- 
ards being imposed upon the States. You have said you believe the 
States can work this out, and particularly the State of Texas, the 
State for which you are the spokesman. 

Mr. Gray. Yes, sir. 

Mr. Aucer. There is quite a clash. 

Mr. Holleman says we need Federal standards. You said the States 
are doing the job and we do not need Federal standards. 

Mr. Gray. Yes, sir. 

Mr. Acer. And so does the Texas Legislature ? 

Mr. Gray. That is correct. 

Exhibit B, which is attached to my statement, contains a resolu- 
tion passed by the Texas Senate which puts them on record as oppos- 
ing Federal control over the unemployment compensation picture 
very definitely. 

Mr. Averr. Thank you, Mr. Chairman. 

May I ask permission—and I am asking, because, as a new member 
of the committee, I do not know the policy—may I put a brief state- 
ment in the record following Mr. Holleman’s statement, and which I 
shall explain in his absence. I would like to put in this question I 
would have asked him had he been here. 

Is that appropriate ? 

. CHarRMAN. It is not usually done. 

Mr. Auger. Where in the record, then, can I put a critique? 

The CuHarrman. Why do we not do it this way: You write Mr. 
Holleman a letter forwarding the question that you have in your 
mind after having read his testimony, with the understanding that 
your letter and his response to your letter will be included in the ree- 
- ord immediately following the point where his statement appears in 
the record ? 

Mr. Ager. That is much better, Mr. Chairman, and with your per- 
mission I would like to do that. 

The CuarrmMan. Without objection then, we will handle the matter 
that way. 

Mr. Acer. Thank you. 

The Cuaman. Mr. Gray, again we thank you, sir, for coming to 
the committee. You made a very fine statement and we appreciate 
your appearance. 

_ IT understand that Mr. Jerry R. Holleman will be unable to appear 
in person, due to his having a prior commitment in Texas with the 
State legislature. For this reason, Mr. Holleman is filing a statement 
which will appear at this point in the record, if there is no objection. 
(Statement, and an accompanying letter, referred to follows :) 


Texas Strate AFL-CIO, 
Austin, Tewx., April 9, 1959. 


Hon. Frank IKARD, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN IKARD: I sincerely appreciate your assistance in arrang- 
ing an opportunity for me to appear before the House Ways and Means Com- 
mittee in favor of the proposed new Federal standards for unemployment 
compensation. 
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I was notified by Leo H. Irwin, chief counsel for the committee, that I had 
been allotted 10 minutes on Tuesday, April 14, 1959. 

Unfortunately, this is an extremely crucial time in the Texas Legislature with 
the new proposed tax program scheduled to come before the house of representa- 
tives on April 18 and 14. I feel that I must be here at that time. 

I realize that this is asking a great deal, but I would be most grateful if you 
could arrange to have my attached statement read into the record of the com- 
mittee hearings. I am enclosing extra copies for your use and under separate 
cover am sending to you the 60 copies requested by Mr. Irwin. 

I realize that you are deluged with requests for assistance and that mine only 
adds to your burden; however, if you can oblige I would consider it a real 
favor. 

Please give my best wishes to your staff and family. 

Respectfully yours, 
JERRY R. HOLLEMAN, President. 


STATEMENT BY JERRY R. HOLLEMAN, PRESIDENT, Texas AFL—CIO—F 
STANDARDS: THE ONLY ror Farr UNEMPLOYMENT COMPENSATION 


In the 22 years since the Unemployment Compensation Act of 1987 was passed 
by Congress, it has become increasingly apparent that the only way in which 
unemployed workers are going to be assured of fair and adequate unemploy- 
ment compensation is through the adoption by Congress of minimum standards 
for State unemployment insurance programs. 

I say this in view of the fact that experience in most States has clearly shown 
that fighting on 50 separate fronts in the separate State legislatures has failed 
in keeping unemployment insurance benefits in line with the original purposes 
of the law. Those purposes were to provide the worker who is out of a job 
through no fault of his own with funds to carry him over his period of unem- 
ployment at a rate approximating two-thirds of the State’s average weekly wage 
or 50 percent of his own average wage, and to provide an economic cushion for 
businesses which depend upon those workers for their own income. 

I believe the record will show that in most States, as in Texas, unemploy- 
ment benefits have slipped far below that original goal of two-thirds of the 
State’s average weekly wage. In Texas, the goal of a maximum benefit of 65 
percent of the average weekly wage has not been achieved one single time since 
the first year of the program. 

For the record, I would like to review the history of the unemployment compen- 
sation program in Texas since its inauguration on January 1, 1938, when the 
State of Texas began paying unemployment compensation. 

At that time the maximum weekly benefit amount was set at $15. The State’s 
average weekly wage was less than $23. As you can easily see, the Texas Legis- 
lature at that time recognized and accepted the two-thirds theory and set the 
maximum benefit at better than 65 percent of the average weekly wage. 

By January 1945 the State’s average weekly wage had increased to slightly 
over $40. This meant that, in those 7 years, the standard for the maximum 
unemployment compensation benefits had slipped from 65 percent to 3714 percent 
of the State’s average. 

During the year 1945 the legislative increased the weekly maximum benefit 
amount to $18. This brought the standard up to 45 percent. 

By January 1949 the State’s average weekly wage had increased to $53 which 
meant that the maximum weekly benefit amount had slipped to 34 percent of the 
State’s average weekly wage. During the year 1949, the Texas Legislature 
increased the maximum to $20. This brought the standard up to 87 percent. 

By January 1955 the State’s average weekly wage had increased to $73 which 
meant that the State’s maximum benefit amount had slipped to 27 percent. Dur- 
ing the year 1955, the legislative increased the weekly maximum benefit amount 
to $28. This brought the State standard up to 88 percent, 

The present average weekly wage of all Texas employees covered by the 
Unemployment Compensation Act is slightly over $79. This means that the 
maximum weekly benefit amount has slipped to 35 percent of the State’s average 
weekly wage. 

Not once in these 21 years has the maximum benefit come even close to the 
basic maximum intended to be in effect when the law was passed. 

When the unemployment compensation program in Texas began to function, it 
was established on the basis of benefits being paid for a maximum of 16 weeks. 
In 1945 this was increased to 18 weeks. In 1949 it was increased to 24 weeks, at 


ny 
er- 
\d- 
he 
tes 
ire 
er 
I 
ir. 
aur 
at 
C- 
in 
LO 
te 
1e 
1t 


808 UNEMPLOYMENT COMPENSATION 


which point it remains until this date. Moreover, to this date Texas has refused 
to accept the emergency extension of duration of benefits offered by Federal 
legislation. 

In January of this year, S. Perry Brown, chairman of the Texas Employment 
Commission, called a meeting of the advisory council, made up of representatives 
of employers, employees, and the public, and presented his proposal for amending 
the unemployment compensation law. He proposed that the maximum weekly 
benefit amount be increased to $35. This would still be only 44 percent of the 
State’s average weekly wage. He proposed that the maximum duration of 
benefits be extended to 26 weeks. He proposed that Texas restore the 1-week 
waiting period before employees can collect unemployment compensation benefits. 
And he proposed a method of emergency extension of duration of benefits by 
50 percent when unemployment percentages reach certain figures. He proposed, 
however, that the funds for paying for this emergency extension of duration of 
benefits not come from the unemployment compensation fund but be paid for 
out of a special appropriation by the Texas Legislature through the State welfare 
department in the form of relief. 

At this January meeting of the advisory council, the council appointed a sub- 
committee to look into the possibilities of reaching agreement on amendments to 
the unemployment compensation law which would correct its deficiencies. All 
parties agreed that the maximum benefit amount was too low, that the maximum 
duration of benefits was too short and that the entire program should be im- 
proved. The subcommittee was composed of Weldon Hart, former chairman of 
the Texas Employment Commission, to represent the public; Ed Burries, execu- 
tive director of Texas Manufacturers Association, representing employers; and 
Jerry Holleman, president of the Texas State AFL-CIO, representing employees. 
This subcommittee met three times in long sessions in an effort to reach agree- 
ment on proposed improvements in the Texas unemployment compensation law. 
The employer representative was unwilling to go beyond the proposal submitted 
by TEC Chairman Brown, so no recommendations was made. 

The Texas Legislature has presently before it two proposed amendments to the 
Texas Unemployment Compensation Act: House bill 24 by Daily and Harrington 
would increase the maximum weekly benefit amount to $40 and extend the 
duration of benefits to 39 weeks. The other proposed amendment is Senate bill 
122 by Krueger which proposed an increase in the weekly benefit amounts to $31 
and restoration of the 1-week waiting period. It should be noted here that the 
Texas Employment Commission has estimated that the increase from the present 
$28 maximum to the proposed $31 maximum would approximately equal the loss 
to employees in restoring the 1-week waiting period. The Senate amended 
Senate bill 122 to increaes the weekly benefit amount to $35 and the measure has 
now been adopted by the senate and sent to the house of representatives. It still 
would deprive workers of the first week of benefits. 

It is generally agreed by all that this session of the Texas Legislature will 
not increase the maximum benefit amount. above $35 and will not increase the 
maximum duration of benefits to more than 26 weeks with no provision for an 
emergency extension of duration to benefits. The Texas Employment Com- 
mission reports that the average weekly benefit amount for last year was $23.70, 
and it estimates that the average weekly benefit amount would be $26.59, with 
a a maximum. This would be an increase in the average of only $2.89 per 
week. 

On March 2 the Texas Employment Commission reported that the January 
1959 unemployment totals had reached 191,300, or 5.6 percent of the Texas labor 
force. This is an increase over January 1958 of 11,300. The commission since 
has announced that the February 1959 total is slightly above that of January. 
The Texas Employment Commission also announced that for the fiscal year 
ending June 30, 1958, 206,146 claimants were paid benefits under the unemploy- 
ment compensation program. Of these, 85,000, or 42 percent, have, or will, 
exhaust their benefits. 

During this last fiscal year the Texas Employment Commission paid out 
$53,035,000 in total benefits and had remaining in their unemployment compen- 
sation fund something over $270 million. The average Texas employer’s tax 
rate is 0.7 percent, one of the lowest in the Nation. These facts leave us. but 
one conclusion. 

The Texas unemployment compensation standards have been, and apparently 
will remain, inadequate. We have tried in vain to establish standards in Texas 
geared to a formula which would automatically adjust the maximum in relatiop 
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to average weekly wages and key the maximum duration of benefits to the eco- 
nomic situation. 

It seems to us obvious that if the unemployment compensation program is to 
serve its intended purpose that this must be done. This Nation faces an imme- 
diate future which will require a major adjustment in our work force. As we 
shift from manual operations to automatic operations, we will encounter severe 
problems in our readjustment. An adequate unemployment insurance program 
is an essential ingredient in this transition. 

As millions of workers are replaced by machines, they will face a transition 
period of undetermined length before they can be fitted into other industrial 
employment. Their problem cannot be ignored. Some way, somehow, they must 
be provided with sufficient income to maintain at least minimum standards of 
living during this period. For Congress to say that this is a problem for the 
States to solve is for Congress to ignore the problem. This it cannot and must 
not do. In the final analysis, the problem belongs to Congress and must be 
solved by Congress. If the standards for the unemployment compensation pro- 
gram are to be left to the various States, then Congress will inevitably be faced 
with the problem of making up their deficiencies with some other form of 
assistance. 

We believe that the most equitable, the most workable, and the most reason- 
able approach would be for Congress to establish minimum standards for the 
maximum weekly benefit amounts and for the maximum duration of benefits 
and thereby make certain that at least the minimum needs of these people are 
supplied. We sincerely urge the favorable consideration by this committee and 
by Congress of this proposal for adequate Federal standards. 


The Cuarrman. That concludes the calendar for today. 
Without objection, the committee adjourns until 10 a.m. tomorrow. 


(Thereupon, at 3:50 p.m., the committee recessed, to reconvene at 
10 a.m., Wednesday, April 15, 1959.) 
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WEDNESDAY, APRIL 15, 1959 


House or REPRESENTATIVES, 


ComMITTEE ON Ways AND MEans, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to recess, in the Ways and 
Means Committee room, New House Office Building, Washington, 
D.C., Hon. Wilbur D. Mills (chairman) presiding. 

The Cuarrman. The committee will please be in order. Our first 
witness this morning is our colleague from Illinois, the Honorable 
Melvin Price. 

Mr. Price, will me please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Price, and you are recognized. 


STATEMENT OF REPRESENTATIVE MELVIN PRICE, OF ILLINOIS 


Mr. Price. Mr. Chairman, I congratulate this committee for sched- 
uling hearings on the critical issue of improved Federal standards for 
unemployment compensation and I am deeply grateful for the cour- 
tesy of the committee and of the chairman for allowing me to state the 
reasons I believe the committee should report a bill establishing such 
improved standards. 

e bill I have introduced, H.R. 3580, like others before you, would 
strengthen the already existing Federal standards act under which 
the unemployment compensation laws of every State now operate. It 
would increase the number of workers eli ible for unemployment in- 
surance benefits, and in addition it would provide improved benefits 
for a maximum of 39 weeks in all of our States. These higher bene- 
fits would be payable so that a worker thrown out of a job by no 
fault of his own could draw weekly payments of at least two-thirds of 
his ordinary salary or wages, or one-half of the average of salaries 
and wages in his State, whichever is smaller. 

Mr. Chairman, this expert committee is intimately familiar with 
the details of such legislative proposals and with the taxing programs 
that would be required to finance them. I believe that in the tech- 
nical and tax fields, my bill is sound, but I would like to discuss the 
general principles involved. 

What is the origin of our unemployment compensation systems in 
our various States? Why, they came into existence by Federal ac- 
tion. A bill was passed by Congress, in the depths of the great de- 
pression nearly a quarter of a century ago, establishing a Federal tax 
upon employers to finance unemployment benefits. But the bill also 
contained a provision that if the States would set up their own sys- 
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tems, meeting certain standards laid down in the Federal law, most of 
the tax receipts would be remitted to the States for operating their 
systems. 

eer) what has been the history of the systems? An enormous va- 
riety has come into existence, over and above the standards required 
by law, by which some States pay much more and some States much 
less than each other and than the average. There are differences in 
the eligibility rules, in the length of time for benefits, of the size of 
benefits, in the tax rates that employers now must pay to finance the 
systems that have been recognized as socially desirable. 

This has had two very bad results. In the first place, there is a 
quite natural tendency in the State legislatures not to make swift and 
major improvements in their local systems that may lay a burden on 
business that does not exist in neighboring States. The members of 
this committee are practical, knowledgeable, well-informed. You 
know the force of a witness’ argument, before a State legislative com- 
mittee, urging that taxes and social welfare programs be kept at a 
level] that enables the State to remain competitive. 

In the second place, this system has prevented the Federal law from 
working as it was supp to work. What are the reasons for un- 
employment compensation? They are both humanitarian and eco- 
nomic. The theory is that benefits for a worker thrown out of his 
job will ease the shock and loss until he is able to find a new job; this 
is for the benefit of the worker and his family. But the further 
theory is that payment of benefits will maintain the worker’s pur- 
chasing power, at a reduced minimum, so that the economy does not 
suffer a total loss in periods of severe recession. The economic rea- 
sons for jobless compensation benefits are as imperative as the human- 
itarian reasons. 

I think it can be considered as proved that under the existing law, 
) neither the humanitarian nor the economic objectives are being wholly 
met. 

The statisticians report that during the recent recession, the loss in 
wages and salaries resulting from the unemployment of nearly 6 mil- 
lion was not compensated for in any adequate way. Perhaps 40 percent 
of the jobless never became eligible for any unemployment benefits at 
all, either because they were not covered under the general terms of the 
State laws or under the specific exemptions. And out of the total, not 
more than 30 percent of the wage loss was recovered through benefits. 

I urge this committee to consider very seriously whether the time is 
not past for the breaking of new ground, for a giant stride forward 
that would cure the deficiencies which all of us can see have developed 
across the past quarter of a century. 

Unemployment compensation, Mr. Chairman, seems to me one of 
the wisest programs of our modern age. Our economy is a marvelously 
efficient enterprise, but it is subject to the shifts and changes that are a 
part of the price of freedom. Jobless benefits, financed through an 
orderly system set forth by law, offer the most effective protection 
against individual suffering and the most effective cushion against 
shocks to our national health. 

When we deal with the subject of improved Federal standards, let 
us recognize that we are doing nothing unprecedented. We got our 
system in the first place by the setting up of Federal standards, and I 
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think it fair te say that without these standards we would not today 
have unemployment benefit programs in all of our States. What we 
are confronted with is the question of whether it is not necessary now 
to modernize the standards, to remove as between the States competi- 
tion in low tax rates and low benefits, to cure weaknesses that the 
passage of time has revealed in the law as it was first written. 

I am well aware that the President has thrown his weight, at least 
negatively, against the bill and the program for which I speak today. 
I can merely say that I consider this attitude extremely shortsighted— 
an example of a deplorable tendency in the White nae to confuse 
the letter of States rights with the spirit that infuses our entire system 
of government. There is no genuine issue of States rights involved 
here, but merely a broader question of how we can wisely use informa- 
tion now available to us to strengthen a program that is very much in 
the interest of the country, a bulwark of our free enterprise system and 
a proper protection of our people. 

This committee is well aware that common report has it that the 
Secretary of Labor was prepared to support a new Federal standards 
program until he was overruled by others in the White House. It is 
well aware that the first Chairman of the President’s Council of Eco- 
nomic Advisers, Dr. Arthur Burns, believes that a swift improvement 
and expansion of our jobless compensation law is the greatest contribu- 
tion we could make to maintaining a sound economy. 

I respectfully suggest that this session of the Congress should take 
account of the passage of time since the unemployment compensation 
laws were written, should face the realities of the need for an improved 
system, should recognize its own opportunity to initiate a tremendous 
forward step. On this subject, I believe that bold thinking and bold 
action would meet with an overwhelmingly favorable public response. 

The Cuatrman. Mr. Price, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Price. Thank you, Mr. Chairman. 

The Cmatrman. Any questions? 

Thank you, sir. We will now hear from our colleague from New 
Jersey, the Honorable Hugh J. Addonizio. 

Mr. Addonizio, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Addonizio, and you are recognized. 


STATEMENT OF REPRESENTATIVE HUGH J. ADDONIZIO, OF NEW 
JERSEY 


Mr. Apponizio. Mr. Chairman and members of the committee, I 
wish to thank the committee for permitting me to make this state- 
ment concerning the need for Federal unemployment compensation 
standards legislation. I commend the committee for scheduling these 
hearings on this grave issue. As a sponsor of the legislation, I am 
firmly convinced that the stability of the American economy and the 
well-being of millions of families and of numerous communities would 
benefit greatly from the strengthened unemployment insurance sys- 
tem proposed in the measures introduced by me and the other spon- 
sors. 
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The major factor which turned the tide of recession during the 
summer of 1958 was the fact that consumers income and expenditures 
which declined during the latter part of 1957 and early in 1958 made 
a rapid recovery. The rise in consumer income made possible a con- 
tinuing strong demand for goods and services which halted the down- 
ward trend in the economy. 

The steady maintenance of consumer income, in the face of declines 
of business investment and other major business trends, was due first 
to the built-in economic stabilizers which prevented consumer income 
from declining despite the rise of unemployment in the early months 
of 1958, and second to farsighted union activity which sustained the 
wages of workers even during the worst months of the recession. 
Unions maintained that instead of allowing the pay of workers to 
decline during periods of recession, it was exactly during periods of 
recession that it is most important to sustain the pay of workers whose 
spending is the very lifeblood of our economy. 

Equally important were the built-in stabilizers, such as old age and 
survivors’ benefits and unemployment insurance which provided mil- 
lions of workers in the United States with some income even during 
the darkest period of the recession when we had more than 5 million 
unemployed in the United States. The contributions of unemploy- 
ment insurance also have a psychological influence which trequsnthy 
fails to be noted. Income from unemployment insurance, though 
meager and inadequate as it may be, keeps the wolf away from the 
doors of the unemployed and provides for the most essential expendi- 
tures while income from employment is cut off. It forestalls workers 
from turning to public assistance, a most disheartening experience, 
and thereby causing a general psychological letdown in the economy. 

As we know, many of the unemployed in 1958 did not succeed in 
_ getting new jobs when their normal unemployment insurance ex- 

ired. The action of Congress in extending unemployment insurance 

nefits through Federal loans has, therefore, saved million of Amer- 
ican families from starvation and want: But this legislation is tem- 
porary in nature; it is now due to expire in July of this year. It has 
made a great contribution in alleviating the suffering of the unem- 
ployed and in aiding the fight against the recession. 

But while we are through with the worst of the recession, we must 
sadly recognize the fact that the problem of unemployment is still with 
us and is still a major economic problem. Despite the rapid recovery 
and despite the fact that gross national product has risen to the highest 
levels in history, unemployment in the vicinity of the 5 million mark 

rsists. 
pe estimated 208,000 New Jersey jobless were looking for work in 
the middle of February, involving 8.8 percent of the State’s labor 
force. Benefits paid under the temporary unemployment compensa- 
tion program amounted to $3,077,065, in February. Regular State 
unemployment insurance payments made in February totaled 
$13,867,020. 

No, we have by no means licked the problem of unemployment. 
We must not rest on the laurels of our accomplishment in 1958, and 
allow the unemployed of 1959 to fall prey to want and deprivation. 
We must recognize that State standards in most cases are inadequate 
both as to the amount of the benefits and as to their duration. Ex- 
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perience has shown that it is difficult for individual States to liberalize 
their unemployment insurance benefits, as long as neighboring States 
maintain lower benefits. It puts the employers in the liberal States 
who must pay higher unemployment insurance taxes at an unfair 
competitive disadvantage as compared with employers in neighboring 
States. 

After more than a score of years of experience with State standards, 
we must recognize that the Federal Government has a definite respon- 
sibility to establish a minimum acceptable standard. This will in no 
way interfere with State administration of the unemployment insur- 
ance systems. The need for these Federal standards is needed just as 
much today as it was last year. 

I believe that unemployment insurance benefits should average at 
least 50 percent of the unemployed worker’s regular earnings, and that 
once a person becomes entitled to unemployment insurance he should 
receive benefits for at least 39 weeks. Of course, persons who have 
enjoyed high earnings should have their unemployment insurance 
limited so that the benefits do not exceed two-thirds of the avera 
earnings of persons covered by the unemployment insurance system in 
the State. 

It is also most important to extend the duration of benefits, because 
our experience has shown that many unemployed do not succeed in 
obtaining a new job during the limited coverage, which in some States 
amounts to only a few weeks. Robbing the unemployed worker of 
the meager benefits during his extended unemployment is not only 
cruel to the unfortunate individual who remains unemployed for a 
long time, but is also bad for the economy. Such individuals become 
a burden on the community and create a general feeling of pessimism 
and have a dragging effect upon the economy. 

As I said, we owe the partial recovery made from this recession in 
part to the unemployment insurance benefits that were paid to those 
who were thrown out of work because of no fault of their own. We 
must provide that during the period of prosperity that I hope lies 
ahead the unemployed will be taken care of. Further, if, God forbid, 
we should face another economic decline, we will have a system that 
will adequately provide for the unemployed and help us again to 
recover from such a decline. The current recession should be sufficient 
proof that fundamental improvement in the unemployment compen- 
sation structure can no longer be deferred. 

Thank you. 

The Cuarrman. Mr. Addonizio, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very finestatement. Weappreciate it. 

Mr. Apponiz1o. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

Our next witness this morning is our colleague from New Jersey, 
the Honorable C. E. Gallagher. 

Mr. Gallagher, would you please come forward ? 

You are recognized. 
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The major factor which turned the tide of recession during the 
summer of 1958 was the fact that consumers income and expenditures | 
which declined during the latter part of 1957 and early in 1958 made 
a rapid recovery. The rise in consumer income made possible a con- , 
tinuing strong demand for goods and services which halted the down- ( 
ward trend in the economy. 

The steady maintenance of consumer income, in the face of declines 
of business investment and other major business trends, was due first 


to the built-in economic stabilizers which prevented consumer income s 
from declining despite the rise of unemployment in the early months V 
of 1958, and second to farsighted union activity which sustained the a 
wages of workers even during the worst months of the recession. u 


Unions maintained that instead of allowing the pay of workers to 
decline during periods of recession, it was exactly during periods of 


recession that it is most important to sustain the pay of workers whose oO 
maneing is the very lifeblood of our economy. I" 
Equally important were the built-in stabilizers, such as old age and e] 
survivors’ benefits and unemployment insurance which provided mil- li 
lions of workers in the United States with some income even during ef 
the darkest period of the recession when we had more than 5 million th 

unemployed in the United States. The contributions of unemploy- 
ment insurance also have a psychological influence which creqannth a 
Oo 


fails to be noted. Income from unemployment insurance, thou 
meager and inadequate as it may be, keeps the wolf away from the 

doors of the unemployed and provides for the most essential expendi- th 
tures while income from employment is cut off. It forestalls workers 
from turning to public assistance, a most disheartening experience, 


and thereby causing a general psychological letdown in the economy. a | 

As we know, ange of the unemployed in 1958 did not succeed in an 
getting new jobs when their normal unemployment insurance ex- 
pired. The action of Congress in extending unemployment insurance pa 

nefits through Federal loans has, therefore, saved million of Amer- wh 
ican families from starvation and want. But this legislation is tem- mu 
porary in nature; it is now due to expire in July of this year. It has ahe 
made a great contribution in alleviating the suffering of the unem- we 
ployed and in aiding the fight against the recession. wil 

But while we are through with the worst of the recession, we must rec 
sadly recognize the fact that the problem of unemployment is still with pro 
us and is still a major economic problem. Despite the rapid recovery sat 
and despite the fact that gross national product has risen to the highest 1 
levels in history, unemployment in the vicinity of the 5 million mark pe 
persists. 

An estimated 208,000 New Jersey jobless were looking for work in ver, 
the middle of February, involving 8.8 percent of the State’s labor \ 
force. Benefits paid under the temporary unemployment compensa- T 
tion program amounted to $3,077,065, in February. Regular State T 
unemployment insurance payments made in February totaled O 
$13,867,020. the. 

No, we have by no means licked the problem of unemployment. : 


We must not rest on the laurels of our accomplishment in 1958, and 
allow the unemployed of 1959 to fall prey to want and deprivation. 
We must recognize that State iteaiaids in most cases are inadequate 
both as to the amount of the benefits and as to their duration. Ex- 
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perience has shown that it is difficult for individual States to liberalize 
their unemployment insurance benefits, as long as neighboring States 
maintain lower benefits. It puts the employers in the liberal States 
who must pay higher unemployment insurance taxes at an unfair 
competitive disadvantage as compared with employers in neighboring 
States. 

After more than a score of years of experience with State standards, 
we must recognize that the Federal Government has a definite respon- 
sibility to establish a minimum acceptable standard. This will in no 
way interfere with State administration of the unemployment insur- 
ance systems. The need for these Federal standards is needed just as 
much today as it was last year. 

I believe that unemployment insurance benefits should average at 
least 50 percent of the unemployed worker’s regular earnings, and that 
once a — becomes entitled to unemployment insurance he should 
receive benefits for at least 39 weeks. Of course, persons who have 
enjoyed high earnings should have their unemployment insurance 
limited so that the benefits do not exceed two-thirds of the average 
earn a“ of persons covered by the unemployment insurance system in 
the State. 

It is also most important to extend the duration of benefits, because 
our experience has shown that many unemployed do not succeed in 
obtaining a new job during the limited coverage, which in some States 
amounts to only a few weeks. Robbing the unemployed worker of 
the meager benefits during his extended unemployment is not only 
cruel to the unfortunate individual who remains unemployed for a 
long time, but is also bad for the economy. Such individuals become 
a burden on the community and create a general feeling of pessimism 
and have a dragging effect upon the economy. 

As I said, we owe the partial recovery made from this recession in 
part to the unemployment insurance benefits that were paid to those 
who were thrown out of work because of no fault of their own. We 
must provide that during the period of prosperity that I hope lies 
ahead the unemployed will be taken care of. Purther, if, God forbid, 
we should face another economic decline, we will have a system that 
Will adequately provide for the unemployed and help us again to 
recover from such a decline. The current recession should be sufficient 


proof that fundamental improvement in the unemployment compen- 
sation structure can no longer be deferred. 


Thank you. 

The Cuarman. Mr. Addonizio, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very finestatement. We appreciate it. 

Mr. Apponizio. Thank you, Mr. Chairman. 

The CuarrmMan. Any questions? 

Thank you, sir. 

Our next witness this morning is our colleague from New Jersey, 
the Honorable C. E. Gallagher. 


Mr. Gallagher, would you please come forward ? 
You are recognized. 
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STATEMENT OF REPRESENTATIVE CORNELIUS E. GALLAGHER, OF 
NEW JERSEY 


Mr. Gatuacuer. Mr. Chairman and members of the committee, 
thank you for inviting me here this morning and allowing me the 
opportunity to 

My name is Conlin E. Gallagher. I am a member of Congress 
from the 13th Congressional District of New Jersey. I am grateful 
for the committee’s kind invitation to appear here today and the op- 
portunity afforded me to express my deep and growing concern over 
the serious inadequacies in the unemployment compensation programs 
administered by the several States. 

I have equal concern for the failure of the Federal Government to 
bring about much needed improvements in this badly neglected area 
of our economy. I am heartened by the studied approach the mem- 
bers of this committee have given to this important problem, and I am 
confident the fruit of this attention to unemployment compensation 
matters will be a vastly improved program benefiting the million of 
American workers who are now or who may in the future be listed in 
the unemployed column. 

I suggest that the legislative vehicles that will most efficiently and 
most expeditiously bring about the improved program we are all seek- 
ing is HR. 3563, a bill which I am privileged to cosponsor with Mr. 
Machrowicz and Mr. Karsten. Passage of this bill will not only place 
the Federal Government in its rightful position of leadership in the 
field of unemployment compensation by providing for a standardiza- 
tion of State programs aul Genel guarantees, but it will, in addition, 
eliminate the inadequate provisions of the State programs; most im- 
portant, panes of H.R. 3563 would bring an end to the Federal Gov- 
ernment’s patchwork approach to the serious problems stemming from 
the programs which pay the unemployed too little for too short a time. 

As you know, when the unemployment compensation insurance 
programs were conceived in the depression years of the 1930's, 3 per- 
cent of the payroll was agreed upon as a‘prorate to finance benefits. 
Since the very inception of the programs, there has been a steady 
decline in the percentage of payroll] levied to finance benefits. 

The saabnc Seagate insurance programs were established with a 
view to paying an unemployed worker approximately 50 percent of 
his wage insurance. In the early years following the establishment 
of this program, there was near attainment of this goal. 

Today, as this committee well knows, the percentage of the loss of 
income made up by unemployment insurance payments is little over 
one-third of income loss through unemployment. 

Among the other shortcoming which HR. 3563 seeks to overcome 
is the decline in the benefits received by the unemployed. It stipu- 
lates, as you know, benefits of not less than 50 percent of weekly income 
loss. This is the same goal established in the 1930’s and here we are 
20 years later still seeking this goal. 

I hope and I am confident that this time we will make it. However, 
this will only be if the standard is set by the Federal Government. 

I hesitate to discuss provisions of this bill which I know the mem- 
bers of this committee are thoroughly familiar with. I do so only 
for emphasis in the record of points I consider to be pertinent. 
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It is most distressing that in this age of jet and missile propulsion 
we have moved toward improvements in this vital area of our na- 
tional economy at a horse-and-buggy pace. In voting the extension 
of the temporary Unemployment Compensation Act recently, we 
merely made another patchwork effort. 

The bill now being considered by this committee will bring an end 
to such crash measures as those the Congress has been compelled to 
enact in the past to keep our unemployed from the starvation ranks. 
We are seeking little more than the standards which we felt were 
necessary when the unemployment compensation program was estab- 
lished more than 20 yearsago. Weare assuring a uniformity that will 
be fair to all States and work a hardship on none. 

H.R. 3563 will take the tangle out of our State programs with their 
great diversity of standards, rates levied, and benefits paid, and 
the duration of payment, and apply a standardization program that 
will benefit the unemployed worker and give assurance of better 
protection to the worker who may sometimes find himself in the 
ranks of the unemployed. 

This bill will go a long way in better equipping the Nation to com- 
bat another recession, which we hope does not come. By providing 
sufficient and more realistic benefits, there is a stimulation of the 
ee gf through the maintenance of the purchasing power at lower 
evels. 

It is obvious to those familiar with the antiquated provisions of 
the many State programs and the inadequacy of these programs that 
improvements are long past due. The change advocated by this 
administration which would deny Federal leadership in this important 
field and leave the burden of initiative for improvement with the in- 
dividual States offers neither a solution to the program nor the 
guidance and support for the States that are found in the bill pres- 
ently before this committee. 

There is, unfortunately, no evidence that unemployment, particu- 
larly in the area that I represent, will decline sharply enough in the 
coming months to reach a normal Jevel. Unless this Congress takes 
action to approve a standard and stabilized program of unemploy- 
ment compensation, we may expect to be called upon in the next 
session for another patch in the form of further extension of this 
temporary unemployment benefit act. 

In the Newark, N.J., labor area, which encompasses my own con- 
gressional district, unemployment increased by 13,000 in a recent 2- 
month period and now stands at 8.9 percent of | the local labor surplus 
available. 

There is a 10-percent increase in unemployment over this same 
period last year. These are figures which cause me great concern. 

Ours, like so many others with which this comittee is completely 
familiar, is a distressed labor area. This committee is conscious of 
the interest of our State Governors in this problem. 

A number of these State executives have called on the Congress 
to set up minimum standards for all States such as are provided in 
the bill you are now considering. 

The distinguished chief executive of my State is one of those con- 
cerned. tis hes come to Washington at the invitation of this com- 
mittee to discuss this matter, and at this time it would be my privilege, 
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if I may, to present to the chairman and members of the committee 
our distinguished Governor from the State of New Jersey, Governor 
Meyner. 
he Cuamman. Mr. Gallagher, we appreciate your coming to the 

committee and giving us your own views, and we appreciate your tak- 
ing occasion to introduce your very distinguished Governor. 

Mr. Gatiacuer. Thank you. 

The Cuarrman. Governor Meyner, we are pleased and gratified to 
have you with us thismorning. If you will come to the witness table, 
we will be glad to recognize you, sir. 


STATEMENT OF HON. ROBERT B. MEYNER, GOVERNOR, STATE OF 
NEW JERSEY 


Mr. Meyner. Thank you, sir. 

Mr. Chairman and members of the committee, I welcome this op- 
portunity to discuss with you the problems and shortcomings of our 
Federal-State system of unemployment compensation, particularly as 
they have been revealed by the experience + the recession, and 
probably present recession. 

During the past year and a half, New Jersey has had a serious 
unemployment problem. Unemployment in 1958 averaged 203,000 or 
8.5 percent of the labor force. It reached a peak of 222,000 in March 
and May, and in January of this year it peaked again to 221,600. 

As attached table I indicates, the figure for last month is 200,000, 
or 8.4 percent of our labor force. The forecast for the rest of 1959 
indicates a continuation of relatively high unemployment at an 
average of 180,000 to 185,000, or 7.6 to 7.8 percent of the labor force. 

New Jersey has been severely affected by this recession, much more 
so than in the recessions of 1948-49 and 1953-54. That is because 
this recession has been so heavily concentrated in the metals, ma- 
chinery and other capital goods industries. 

To give you some idea of the relative size of unemployment com- 
pensation benefit payments in New Jersey, they have far exceeded 
the total cost of operating the government of the State of New Jersey. 
That is our State operation as distinguished from our State aid 
programs. 

In the calendar year 1958, total benefits amounted to $221,992,826, 
compared with total current noncapital State expenditures for all 
qneen purposes for the fiscal year 1957-58 of $161,286,839. Bene- 

t payments of $55,089,048 for the first quarter of this year are far 
in excess of total general State purposes expenditures for that quarter. 

We are not a one-industry State. As the attached table II indi- 
cates, New Jersey industry is fairly diversified. We do, however, 
have a considerable volume of employment in steel, nonferrous metals, 
machinery, autos and other metal products, durable goods items for 
which manufacturers and consumers can and do postpone their pur- 
chases in a recession as severe as the one we have been experiencing. 

New Jersey is among the top six or eight States in percentage of 
nonagricultural employees in manufacturing. Only 2 to 3 percent of 
its labor force is in farming. 

Recession unemployment has, of course, been a less significant prob- 
lem in many of the smaller, less industrial States where agriculture 
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and food processing are a more important segment of total industry. 
This accounts in part for some of the differences in viewpoints amon 
the Governors on the question of Federal minimum standards, and 
call your attention to the recent conference at which eight members of 
the executive committee of the Governors conference conferred with 
the President, and at that time they were careful to point out that 
they expressed their own individual views, rather than the views of 
all of the Governors. 

Even a State like Illinois has a far less serious unemployment prob- 
lem than New Jersey and other heavily industrial States. A much 
smaller proportion of the work force in Illinois is in manufacturing 
than is the case in New Jersey, and a smaller proportion of manu- 
facturing in Illinois is in the type of industry severely affected by the 
last two recessions. 

Consequently, over the past 5 years, Illinois’ unemployment tax 
rate and Illinois’ ratio of benefits to taxable wages have averaged only 
about half the corresponding figures for New Jersey. It is under- 
standable, therefore, that the Governor of Illinois, a State with an 
unemployment tax rate well below the 51-State average, declines to 
back Federal standards for State benefits. 

The uneven and uncertain impact of recession unemployment on 
industry in particular States is the chief reason why we need some 
kind of a reinsurance program such as is embodied in the Karsten- 
Machrowicz bills, H.R. 3547 and 3548. 

Recession unemployment arises from national and interstate causes, 
not from developments in one State alone. The statistics clearly reveal 
that this recession has largely consisted of a sharp reduction in man- 
ufacturers’ and distributors’ inventories, in expenditures for indus- 
trial plant and equipment, and in exports. Businesses and consumers 
in other States reduced their purchases of durable goods produced in 
States like New Jersey. 

The Federal Government, by its monetary and fiscal policies in 1957, 
helped to precipitate the recession and thereby to bring about curtail- 
ment of employment in States like New Jersey. 

The result of these national and interstate developments has been 
a heavy burden of unemployment in my State that has not only 
affected our unemployment compensation taxes last year and for years 
to come but also, through mounting relief costs, has raised property 
taxes that are paid by businesses and homeowners in New Jersey. 

Clearly the Nation as a whole should share the abnormal costs of 
recession unemployment arising from national and interstate influ- 
ences. A program of reinsurance is designed to accomplish such shar- 
ing of severe costs of unemployment compensation where the impact 
in any particular recession is especially heavy on covered employment 
in certain States. 

In terms of simple justice as well as the sound insurance principle 
of sharing the risk, it is difficult to see how anyone could object to 
a reinsurance program of some kind. And it is worth noting that no 
Governor, to my knowledge, whatever his view may be on benefit 
standards, has come out in opposition to the idea of reinsurance. 

The Federal interest in adequate unemployment compensation to 
help cushion and overcome economic slumps is evident. 
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Since January 1954, President Eisenhower and Secretary Mitchell 
have been urging all the Governors and the legislatures to adopt a 
specific set of benefits standards in terms of weekly maximums and 
benefit. duration. 

In his Economic Report to the Congress of January 1954, the 
President specifically requested the States to revise their laws to 
lift dollar maximums so that “the great majority of beneficiaries may 
equal at least half their regular earnings,” and to raise the potential 
duration of benefits so that all eligible workers would receive 26 weeks 
of benefits. 

In correspondence to the States, the Director of the Federal Bu- 
reau of Employment Security has emphasized that a State’s weekly 
minimum— 
would need to equal from three-fifths to two-thirds of the average wage of all 
eovered workers in order that the great majority of covered workers might be 
eligible for benefits equal to at least half their regular earnings. 

I, and I am sure many other Governors, subscribe to the benefit 
standards that the President, the Secretary of Labor, and the As- 
sistant Secretary of Labor urged upon the States more than 5 years 
ago. Yet today the States as a whole are virtually no closer to the 
benefit amount standards set forth in those someald than they were 
5 years ago. 

When the President began urging the States to improve their 
weekly benefit amounts, he pointed out that instead of the great ma- 
jority of claimants receiving 50 percent of their regular earnings, 
the average benefit amounts were only slightly more than one-third 
of the average wage of covered workers in the States. 

The latest available figures published by the U.S. Department of 
Labor indicate that the average benefit amount is stiil only slightly 
more than one-third of the average wage of covered workers. 

Essentially the same is true of the maximum benefit amounts. At 
the end of 1958, for all 51 jurisdictions, the benefit maximums in rela- 
tion to the average weakly oe in the States averaged about 40 
percent, which was approximately the figure for September 1952. 

To be sure, benefit maximums have been raised this year in eight 
States, but average weekly earnings have also been increasing and 
will continue to do so. Consequently, in the absence of Federal stand- 
ards, the discrepancies between the actual average of about 40 percent 
and the administration’s requested goal of 60 to 67 percent is likely 
to continue. 

Why has that been the experience of the past 5 years? 

Why have the Governors of 15 States with 43 percent of all the 
covered workers requested Federal benefit standards? 

Why did the Panel of which Nelson Rockefeller was Chairman, 
and whose membership included Arthur F. Burns, former Chairman 
of the President’s Council of Economic Advisers, and 29 heads of 
large firms and prominent citizens, recommend last April that “mini- 
mum Federal standards should be enacted to encourage” improvement 
in State benefit levels and duration ? 

The answer is obvious. 

In the absence of a reinsurance program and minimum benefit re- 
quirements to which all States must subscribe, any individual State 
hesitates to raise benefits to a level that might substantially increase 
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the unemployment taxload in that State. No State alone wants to 
place a large additional burden on its industries. ; 

This is one of those instances where benefits could be improved and 
contributions raised if all States moved forward together. But if 

most States hang back, as they understandably have, any one State 
is forced to make progress slowly and not to get too far ahead of the 
average for fear of injurying that portion of its industry which is 
in interstate competition. 

At the present time, average unemployment tax rates vary from as 
low as four-tenths of 1 percent in one State to as high as 2.7 percent 
in others. This is a substantial spread. It reflects in some measure 
efforts on the part of the States to compete by denying their unem- 
ployed workers the protections which they should have both as a 
matter of national economic concern and as a matter of common 
decency. 

Belioes me, gentlemen, the pressures by employers to keep tax bur- 
dens on industry in one State from getting out of line with tax costs 
in other States with competitive production are strong indeed. Hav- 
ing been on the firing line for fer 6 years as =: Maniatine: I can 
speak from experience. ] 

If the States by individual action were capable of accomplishing 
the goele set by the President in the interest of national economic 
stability, that achievement would have been performed, at least in 

arge measure, during the past 5 years. 

he Governors of 16 States, with 55.6 percent of the Nation’s un- 
employed insurance coverage—I include New York—would not be 
asking for Federal benefit standards to get the 51 States to move up 
in unison. 

Indeed, we in New Jersey have even encountered considerable re- 
sistance to increasing the taxable wage base from $3,000 to $3,600, as 
five States have done. This despite the fact that last year our un- 
employment tax rates applied only to some 62 percent of the total 
payrolls by reason of the exclusion of amounts in excess of $3,000 
earned by any worker during the calendar year. Of more than $7 
billion of wages paid, less than $4.4 billion was subject to contributions. 

As w levels continue to rise, the arbitrary $3,000 taxable wage 
base confers a horizontal tax cut on employers each year, regardless of 
their individual experience. It means that we are trying to finance 
larger benefit payments each o. with tax rates applying to a shrink- 
ing proportion of the payroll. 

t therefore urge an amendment to the Federal Unemployment Tax 
Act to change the taxable wage base from the present $3,000 to $4,200, 
as recommended by the administration, or perhaps even to $4,800, 
which would put it on a par with the old age and survivors insurance 
program. Such Federal action would enable all States to correct this 
serious problem. 

This problem tends to be stalled at the State level by the argument 
that the advantage of the Federal offset applies only to the first $3,000 
and that, in such a tax matter, one State should be careful not to get 
out of line with its neighbors. 

For similar reasons, I strongly recommend that the Federal Unem- 
ployment Tax Act be amended to extend coverage to employers of one 
or more workers and to many of the excluded occupations. Smaller 
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firms and certain occupations were excluded from coverage when the 
Social Security Act was originally passed, because it was feared that 
to do otherwise would place an impossible administrative burden on 
the States. 

The States have now had over 20 years of experience in the adminis- 
tration of unemployment compensation programs, and there is no 

resent reason why all workers who are regularly attached to the labor 
orce should not receive this income maintenance protection against 
the hazard of unemployment. 

New Jersey has been prudent in its financing and efficient in its ad- 
ministration of unemployment compensation. We have a one-quarter 
of 1 percent employee contribution. Only two other States—Alabama 
with one-tenth of 1 percent and Alaska with one-half of 1 percent— 
have such employee contributions. 

Even with employee contributions, our average employer contrib- 
ution rate has been somewhat higher than the national average. This 
has helped us to maintain a sizable reserve fund. 

Our fraud detection system has recently been overhauled and tight- 
ened to make it among the best in the country. We take pride in our 
administration of the unemployment compensation program. I can 
assure you that the enactment of Federal reinsurance and minimum 
benefit standards would in no way diminish or discourage continua- 
tion of efficient and alert administration in New Jersey. 

New Jersey is our eighth most populous State. One of the smallest 
States in area, it ranks sixth in the added value of its manufactures, 
a figure that topped $7 billion in 1958. 

It seems to me, as Governor of this State, that the greatest present 
defect in our Federal-State unemployment-compensation system is the 
absence of any national sharing of excessive financial burdens imposed 
on particular local areas and States and the absence of any Federal 
benefit standards. 

Without subscribing to every detailed provision of H.R. 547, I want 
to say that I fully endorse the principle of reinsurance and of Federal 
minimum benefit standards. 

In closing, I should like to say that I wholeheartedly subscribe to the 
basic principles involved in the Federal-State system of unemploy- 
ment compensation, under which the States have been given the respon- 
sibility for administering the program, but in which the Federal Gov- 
ernment has the responsibility for establishing standards and seeing 
to it that the national economic interest is protected. 

I think that, on the whole, the States have done a good job of admin- 
istration. But it seems to me that the Federal Government has failed 
to carry out its responsibilities for establishing adequate minimum 
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standards. Because of this failure, the unemployment-compensation 
system has not kept pace with our needs. This, in turn, is forcing 
labor and management to seek, through collective bargaining, other 
solutions to the problem of income maintenance in periods of unem- 
ployment. 

Now is the time, while we still have the experience of the current 
recession fresh in mind, to correct these deficiencies. It is my sincere 
hope that this committee will recommend to the Congress a Federal 
program of reinsurance, minimum benefit standards, an increase in 
the taxable wage base, and a broadening of coverage. 

If the Federal Government will assume its proper responsibilities 
in this Federal-State unemployment-compensation system, I am sure 
that the States will do their part. 

The Cuarrman. Governor Meyner, I want to thank you, sir, for 
your appearance before the committee. I know you have a very busy 
schedule as Governor of your State, as do all the Governors, and it is 
always a privilege to have the officials of States appear before the 
committee to help us with problems that involve Federal-State rela- 
tions. 

Mr. Meyner. Mr. Chairman, if any of the members of the commit- 
tee would like to ask me any questions about the conclusions I have 
tried to put forward, I will try to answer them. 

The Cuarrman. Governor Meyner, I am sure they will. 

I want to first thank you and to obtain permission for inclusion as 
a part of your remarks the tables that you have appended to your 
statement. 

Without objection, those will appear at this point in the record. 

(Tables referred to follow :) 


TABLE I.—State of New Jersey unemployment estimates, calendar years 1958-59 


1958 1959 
Month 
Unemploy- Ratio Unemploy- Ratio 
ment ment 

207, 000 8.7 221, 600 9.3 
210, 900 8.9 208, 200 8.8 
222, 600 9.4 200, 000 8.4 
219, 300 9.3 185, 000 

216, 600 a2 170, 000 7.0 

222, 200 9.3 180, 000 7.5 

216, 000 8.9 185, 000 7.5 

199, 100 8.2 170, 000 6.9 

188, 500 7.8 165, 000 6.7 

171, 800 a 155, 000 6.3 

179, 300 7.6 155, 000 6.3 

188, 300 7.9 170, 000 6.9 

203, 500 8.5 180, 400 7.4 


Note.—Estimates for March 1959 and subsequent periods are projections based on historical data adjusted 
to conform with current assumptions. 
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TaR_e II.—State of New Jersey Department of Labor and Industry, Division of 
Employment Security, covered jobs and wages, data reported by employers for 
2d quarter 1958, by industry groups 


Number of covered jobs 
Total of 
un wages 
April May Tune = 
Grand total, all industries. 55,710 |1, 444, 277 |1, 450, 806 |1, 475. 063 ($1, 732, 560, 352 
Subtotal, manufacturing SERRA ES 11.607 | 750,543 | 748,326 | 757, 363 959, 601, 492 
Subtotal, nonmanufacturing........-.....- 44,103 | 693,734 | 702,480 | 717,700 772, 958, 860 
Manufacturing, groups: 
Ordnance and accessories... 1 7 9 10, 084 
Food and kindred products..............-.-- 839 55, 555 58, 480 #0, 018 74, 763, 750 
Tobacco manufacturing. --.~.-.....-...-.----.- 1, 846 1, 879 1, 892 1, 577, 065 
(and needle 675 184 33, 300 14 37, 195, 004 
pparel and needle products---..........-.- 340 484 68, 094 O54 5A, 378, 336 
Lumber and wood products--...........-.--- 5, 645 5, 701 ‘5 691 6, 005, 774 
Furniture and fixtures a 315 8, 263 8, 313 8, 429 9, 432, 323 
Paper and allied products ee eae ae 286 26, 926 26, 948 26, 988 36, 085, 280 
Printing and publishing 782 29, 344 29, 401 29, 318 37, 808, 103 
Chemical industry. ....-............-..-.... 818 85, 694 84, 957 85, 032 124, 924, 443 
Petroleum and coal prod 11, 948 12, 056 12, 166 19, 882, 624 
Rubber and plastic industry................- 20, 813 20, 609 20, 440 25, 128, 465 
BEE Bican ceconcGesiccvsascnsaces 179 10, 847 10, 570 10, 616 10, 286, 362 
Stone, glass, and 457 | 31,818 | 30,822 | 31,214 38, 483, 505 
Primary metal products_._........------.--- 38, 209 37, 725 37, 939 52. 301, 296 
Fabricated met?1 products 1, 147 48, 482 591 49, 787 64, 854, 025 
Machinery (except electrical)................ 1, 243 58, 260 57, 617 57, 168 80,019, 411 
Electrical goods and machines--_-_._.-._.----- 615 | 117,365 | 115,005 | 114,910 155, 021, 207 
Automobile industry --...-...-....-----.---- 57 15, 689 15, 411 15, 433 20. 257, 505 
Aircraft industry. 48 16, 496 16, 642 16,717 23, 825, 020 
Shipbuilding 83] 12,541 13, 080 3, 256 17, 739, 558 
Miscellaneous vehicl 7 787 733 748 1, 064, 295 
Instruments and 204} 26,756! 26,498 | 26,634 39, 587, 781 
Miscellaneous small goods 690 | 26,584) 25,885) 26,750 28, 975, 186 
Nonmanufacturing groups : 
49 796 833 802 847, 838 
sericultural 355 2, 969 3, 290 3, 203 2, 793, 629 
1 5 5 5 2, 402 
Fishing and oystering__- J 78 403 882 570 $38, 056. 
4 1, 105 982 670 1, 269, 897 
ea eee 108 798 2, 864 952 -3, 949, 384 
Building general contractors 2,372) 25,202) 24,277) 26,510) 35, B88, 
Other general contractors __________________- 657 12, 369 13, 369 14, 132 18, 978, 618 
Special trade contractors-_--.----..---------- 5, 161 40, 379 40, 852 , B67 56, 732, 404 
Public land transportation __......-.....-.-. 481 14, 029 14, 267 14, 487 14, M46, TT 
Other transportation... 1,960 | 51,783 | 51,946 67, 318, 043 
45 31, 133 30, 656 30, 862 35, 473, 618 
Public lll 23,108 23, 143 23, 641 33, 382, 211 
4,982) 87,044) 87,625) 88,272) 128, 643, 010 
Retail building materials__ a 1, 337 13, 321 13, 548 16, 166, 874 
Retail general merchandise- was 542 34, 921 35, 135 35, 610 24, 960, 
Food and liquor stores.....- F 2,019 48, 061 48, 543 8 42, 809, 292 
Retail automotive and filling stations... 2,174 | 25,141 | 25,978 | 28,134 28, 756, 875 
1,919 465 20, 336 692 15, 412, 384 
Retail furniture ‘and | ee 1, 693 11, 472 11, 284 11, 169 12, 068, 084 
Rating and drinking places.................- 4,303 | 42,331} 44,874) 47,965 26, 641, 758 
nattiscelianeous ora 2, 548 22, 011 21, 938 21, 954 21, 169, 156 
nce, insurance, and real estate.--.....------ 3, 188 63, 955 3 65, 36. 74, 295, 613 
Hotels and MM) 3,23 7,087, 
601 18, 400 18,919 19, 336 14, 944, 919 
Other personal 4, 203 7, 460 7, G85 7, 671 5, 758, G55 
Motion pictures and amusements-_-_-------~---- 822 12, 235 14,744 16, 154 10, 205, 527 
Professiona) and social] services...--------------- 1, 684 16, 944 16, 953 17, 312 18, 518, 484 


NOTE.— Data are representative of full covered employment, compiled from contribntion reports for the 
2d quarter, including estimates to adjust for delinquent and defective reports. Such estimates in total 
amount to less than 2 percent of the grand total and in no industry group do they exceed 5 percent. 
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The Cuamman. Are there any questions of Governor Meyner ? 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire, Governor Meyner. 

Mr. Mason. Governor, your philosophy is that the unemployment 
compensation benefits should approximate half the wages of the 

rson receiving them? 

Mr. Meyner. Half of his wages. 

Mr. Mason. Yes, that is the basis. 

When it was first established that was true. A good many people 
claim that it is not true now, that we have fallen behind in that mat- 
ter, but those who claim that forget that when this was established 
in 1935, 95 percent of these workers paid no Federal tax because the 
exemption was $1,000 for a single man and $2,500 for a married man. 
That exemption has been lowered now to $600 for a single man and 
$1,200 for the married man with no children, and wages have gone up 
in that time four times as much as they were in that day, so 90 percent 
of them now have to pay Federal taxes. 

Therefore, if you compare the take-home pay that they received 
then and the take-home pay that they receive now after all these 
deductions are taken away, many people claim that they still draw 
unemployment benefits to the extent of about 50 percent of their 
wages, and in Illinois that is about as near as you can it today, 
so we are still in many States paying, when you consider take-home 
Pays about the same ratio as we did in that early om 

r. Meyner. It is my feeling that I am not alone in this proposi- 
tion of 50 percent of a man’s wages and the Labor Department has 
said in order to give him about 50 percent of his wages, you better 
make the maximum 60 to 6624 percent of the State average wage. 
And in this regard, I cite as an authority the advocacy of the Presi- 
dent of the United States and the Secretary of Labor for the last 5 
years that it shou]d be about one-half of what he is making. 

It does seem to me that the statistics I have been able to observe 
generally are that the American citizen, the taxpayer, the worker, is 
enjoying today a higher standard of living than he enjoyed back in 
1939; that is, the overall average. He is apt to have more material 
benefits. He is apt to have a nicer home and he is apt to be accus- 
tomed to things that were once considered a luxury as necessities. 

When people are out of work, [ think it is imposing too great a 
burden on them when you are saying to them that you have to get 
along on a $85 maximum. We must remember that most of these 
States have amaximum amount. They say two-thirds of the wages up 
to $85, and then some States go as high as $45, but that doesn’t mean 
that everybody $45, because there are all sorts of qualifying pro- 
visions; but it does seem to me that the average worker, in order to 
keep body and soul together and keep his family on a minimum sub- 
sistence, should have one-half of his wages for the period of 
unemployment. 
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Mr. Mason. I am inclined to agree with that ratio, Governor. I 
am not saying that it should not be one-half. However, if it is one- 
half now based on take-home pay, it is then in the same ratio as it 
was when it was first established, and so I do not always agree with 
the President’s estimate of these things, nor the Secretary of Labor, 
because their estimates are based on statistics and figures furnished 
to them which do not always reflect the proper picture as I see it. 

That is all, Mr. Chairman. 

Mr. Meyner. On the other hand, I do know of situations where 
people earn $4,000 or $4,500, have a wife and five children, and they 
don’t pay very much in income taxes and they find great difficulty 
in getting “np | with present payments. 

Mr. Mason. I will agree to that. 

The Cuatrman. Mr. Baker will inquire. 

Mr. Baker. Governor, I was interested in your statement about 
the employee contribution, being one-fourth of 1 percent. 

Has that been in existence for quite a while in New Jersey ? 

Mr. Meyner. I think from the very beginning, Congressman 
Baker. 

Mr. Baxer. What do you think about that ? 

It is a new thought to me. I believe you said only three States 
have it? 

Mr. Meyner. Alaska and one other. 

In view of the fact that the other jurisdictions don’t impose it, we 
have had a great deal of agitation in the State of New Jersey to re- 
move it, but it does contribute something to the fund and we have 
a very substantial fund. It is being depleted rapidly, but if the fund 
goes down to a certain point, then we have to increase the rate on 
the employers. 

Many people say it gives them a sense of participation. I think 
one-quarter of 1 percent is a rather small feeling of participation. 

Mr. Baxer. One of the witnesses here, yesterday I believe it was, 
perhaps the NAM representative, I am not positive, was making the 
point that many workers think that they participate and pay for 
insurance, and for that reason are more inclined to disqualify and 
draw rather than hunt a job. 

Mr. Meyner. I might say that there are fraud cases in New Jersey. 
There are fraud cases everywhere. However, if I can sense the feel- 
ing of workers, there aren’t too many of them that want to get some- 
thing for nothing. 

Mr. Baxer. I donot think so either. 

Mr. Meyner. I think that generally they would much rather have a 
job than have to call at an unemployment compensation office, and I 
am sure that our manufacturers and our chamber of commerce from 
time to time present some lurid cases of people who are dilatory in 
their search of work, but I don’t think this expresses more than a few 
percent of the total employable population. 

I come from an industrial town myself of Phillipsburg in the 1930s: 
when people were out of work I heard some of my business friends 
say, “Oh, they’re lazy. They can’t get a job.” And it has been 
rather interesting to compare those people who were on WPA or 
on relief for as long as 5 or 6 or 7 years and to see them today in 
positions of responsibility and really out there working. 
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I can’t believe thet the American labor force has gone soft, as some 
people portray it. 

Mr. the You do not think then the fact that the employees in 
New Jersey make a contribution to the fund has any tendency to pro- 
mote what I described; that is, to cause them to feel like they must 
do it and for that reason they will draw it longer than people 
should 

Mr. Meyner. I rather feel that most of them don’t realize it is 
being paid and then when they are told they are paying it, ~— are 
rather anxious to get rid of it because most of the rest of the States 
are not doing it. 

Mr. Baxer. That is all. 

The CuatrmMan. Mr. Curtis will inquire, Governor Meyner. 

Mr. Curtis. Governor, I appreciate your paper and I am very 
happy that some of our Governors have shown this interest in coming 
down here to give us the benefit of their experiences in their own 
States. 

One thing I gather from your presentation is that you would not 
like to see the experience rating knocked out of the Federal level, 
is that correct ? 

Mr. Mryner. I am not advocating eliminating the experience 
rating. 

Mr. Curtis. No. 

Mr. Mreyrner. We might even have some alterations of it. 

Mr. Curtis. I gather from your paper that you felt that the ex- 
perience rating was performing a good function. Am I wrong in 
that conclusion ? 

Mr. Meyner. I think it does in this sense: That it encourages em- 
ployers to build stability of employment in their plants, and that I 
think we need. 

Mr. Curtis. That was the original theory of the act, I know; and 
your experience indicates that that theory to some extent, at any rate, 


. does actually operate? 


Mr. Meyner. However, still generally, employers of all groups 
under these formulas carry some of the load of the seasonal industries. 

Mr. Curtis. Yes. One of the big problems that has been confront- 
ing this committee, at least from my standpoint, is trying to get down 
into who are the unemployed. 

I notice these tables you give us on the employers by groups, but 
have you any statistics in your State to show where the unemployed 
are, either by the breakdown of industries here or by how many are 
single, how many the primary breadwinners, and so forth ? 

Do you have any statistics? 

Mr. Meyner. I can get such statistics and furnish them to the 
committee. 

I might point out generally, from observation, where they are. 

They are in textile industries, for instance, in New Jersey, where 
they had to abandon their plants because of obsolescence or because 
of competition with foreign merchandise. 

For instance, Botany Worsted and Forstmann Woolens have dis- 
continued operation in New Jersey. That creates a terrific problem 
because they are usually in the older age group, and without a retrain- 
ing program and an active kind of job being done by our employment 
service, it is most difficult to get them into another area. 
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By the same token, some of those industries that don’t require a 
great deal of machinery might be induced to go to other places. 

We find in the unemployment period that some of the younger peo- 
ple are thrown out of work because they don’t have very much 
seniority. 

As to the automobile manufacturing there and electrical workers, 
we found by reason of automation some of those people get out of the 
labor market, but I would be glad to have an analysis done by our 
division of employment security and forward it to this committee. 

Mr. Curtis. I think it would be very helpful. 

(Information referred to follows :) 


Estimated present and potential coverage of New Jersey unemployment 
insurance, January 1959 


Number of | Number of 
employer jobs 
Presently covered (firms employing 4 or more workers) --_....-.-......--.--- 56, 400 1, 554, 000 
Not presently covered (firms employing 1 to 3 workers) ....__...-____.______- 50, 000 100, 000 
Other establishments not presently covered (including Government and 
nonprofit institutions, but cmtading agricultural and domestic workers) -- (!) 176, 000 


1 Data not available. 


Source: Bureau of Research and Statistics, Division of Employment Security, New Jersey Department 
of Labor and Industry. 


Estimated distribution of total New Jersey unemployment, by marital status, 


January 1959 
Number 
Marital status : 
Men Women | Total 
Single * 22, 000 24, 000 46, 000 
Separated, widowed and divorced.............-...-..---.---.- 7, 000 16, 000 23, 000 
Total employment. * 120, 000 101, 600 221, 000 


Estimated distribution of total New Jersey unemployment, by age group, 


January 1959 
Age group: Number 
Under 25 _-. 61,000 
25 to 44 91, 000 
45 and over _... 69,000 


Source: Bureau of Research and Statistics Division of Employment 


Jersey Department of Labor and Industry. 
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BPstimated distribution of total New Jersey unemployment, by occupational 
category, January 1959 


Percent Number 
Estimated distribution, occupational category: 

10.0 22, 100 


Source: Bureau of Research and Statistics, Division of Employment Security, New Jersey Department 
of Labor and Industry. 


Mr. Curtis. Here is one particular area where I am going to direct 
your attention and I think it becomes particularly important. One 
aspect of who the unemployed are would be the average wages of those 
who are unemployed. rat estimates I have seen on a national basis 
indicate that and large the bulk of the present unemployed are 
among the unskilled workers and those in the lower wage scales. _ 

If that is so, and there seems to be a lot of evidence to indicate it, 
if we oN sae to apply a State average or a national average at 
the Federal level, we direct that the States have to apply such aver- 
age to those who are unemployed with the bulk of them in the lower 
wage groups and below the average. 

We could very easily exceed the 50 percent of the individual’s 
wages. In fact, there are occasions, and we have already received 
testimony from some of the specific industries, that that is exactly 
what would happen to them in their States. I am not at all sure, if 
we examined the unemployed now and applied that standard to them, 
whether they are getting 50 percent of their wages. Maybe the States 
have been doing all right. I don’t know. 

However, I think it is important to know. Otherwise, we can get 

up a person were getting 70, not 50 percent. e incentive 
to get tack into the labor = would be materially cut down. That 
is why I think we should try to strike at something like 50 percent 
in our conversations. 

Mr. Meyner. It does seem to me ve could certainly write in a 
bill provisions that would recognize the difference of average wages 
as between the States if you applied the standard. 

Mr. Curtis. The way the Machrowicz bill is, it does do that, but 
even taking New Jersey, you could get an average wage for New Jer- 
sey, but if 1t were true that the bulk of your unemployed are from the 
lower unskilled groups, that 50 percent average for the State would 
be considerably higher for the unemployed whom you are admin- 
istering. 
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Mr. Mryner. We have that situation right now in New Jersey. It 
is two-thirds, up to $35. If some person is employed at a resort, and 
we have a heavy resort industry, is in a cannery, or perhaps in some 
of the needle trades, where they are seasonal, sometimes they get two- 
thirds of what they were earning because their wage is so low and 
two-thirds is under $35. They get two-thirds of their wages, but yet, 
with respect to the skilled person who gets out of work and might be 
earning $150 a week and has a family setup, and he is buying a home 
and has all of the necessities, all he gets is the $35. 

Mr. Curtis. Yes. That is the danger, Governor, at which I am 
disturbed, of applying Federal standards and one reason why, it 
seems to me, the States, because this is a tailoring job to some degree, 
can do a better job of meeting this discrepancy. 

If we impose at the Federal level a broad standard of this nature, 
we could easily be freezing the States action so that you could not do 
anything about those in the low-wage level, that you would have to 
pay them automatically what might run up into as much as 70 per- 
cent of their wages. 

Mr. Meyner. I think you can guard against that by appropriate 
legislation. 

Mr. Curtis. You mean you would have to change the language of 
our present bills, I believe, if we were to protect against that? 

Mr. Meyner. You only set the minimums. 

Mr. Curtis. Our minimum is 50 percent in the bill. Iam referring 
to actual proposed legislation. 

As I understand the bills, they are set at about 50 percent of the wage 
average, so we would have to do something about that. 

One other thing, to get into another area. I donot understand your 
reasoning as to why you believe the Federal Government should be 
the one to tell the States that they should go to cover employers of four 
or under. States have done that on their own initiative, and to me a 
minimum standard is not an absolute standard. It allows some leeway 
or some flexibility. 

New Jersey, if they thought it was wise, could extend, as many 
States have, to employers of one or more. 

Why is not the Federal minimum of four pretty good, leaving some 
way to your State to go further if you want? 

Mr. Meyrner. Because we have a partisan geographical situation in 
our legislature. We have a situation where we have 13 Republican 
senators representing about 2 million people, and we had 8 Democrats 
representing 3 million people. We can get the bill past the assembly 
but we can’t get it past the senate. 

I don’t say it is a partisan issue, because it may very well be that if 
you change the political complexion, they would react the same. We 
have one center for each county. Some counties have 35,000, some 
have 900,000, and I think that happens in most States. 

You, the Congressmen, speak for the people and very frequently the 
State legislators speak for acres. 

Mr. Curtts. Now we get intoa very, very fundamental issue, and it is 
not just in regard to this Federal standard. It gets into others. 

As I interpret it, in effect what you are asking us to do in this area 
is to solve one of the problems that your State and other States have 
in this question of reapportionment. 
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Mr. Meyner. I must confess that is true, because we can’t get re- 
sponsibility; and it seems to me when gee have a serious social prob- 
lem, you should try to get it answered under the processes available 
to you. 

Mr. Curtis. That is all right. I just want to see where our area of 
disagreement is, because I think it really does exist. 

It strikes me that inasmuch as the States have within their own 
power the opportunity of solving the reapportionment problem, it is 
avery dangerous thing, in my judgment at any rate, to go to the Fed- 
eral Government to try to solve specific problems that cannot be solved 
at the State level because the State has not grappled with the basic 
problem, which is reapportionment. 

In other words, we get down to our concept of representative gov- 
ernment of State and Federal, and granted that there is a social 
problem here, and there certainly is, and we are all interested I 
think in trying to solve it in the best way possible for the long run, I 
question whether the way to solve these things is piecemeal where 
the reapportionment is a real problem by coming to the Federal 
Government, because I think more damage can result. This business 
of four or under is a typical example. 

I do not happen to think, at least from the evidence I have received, 
that this is really an acute problem. I do not believe unemployment 
statistics will show that you have very many unemployed among 
employers of four or under. You have there a different relation- 
ship between an employer and employee. When a man employs one 
or two people, he is usually in a very close relationship with his 
employees and there are what we might term “intangible fringe bene- 
fits.” A human relationship and concern exists in those kinds of 
small groups. 

Furthermore, the employers of four and under generally are in the 
service field and retail field, not in manufacturing and not in some 
of these other kinds of employment. 

I think we need some more information. 

My conclusions as to the status of employees of four or under, as 
to whether or not they do make up a serious problem of unemploy- 
ment may not be true, but at least we have been unable to get any 
statistics on it and I have a feeling that we would probably find that 
the unemployment in that area is not a serious problem. 

Mr. Mryner. I would like to join with you in your thinking in that, 
but I must confess that my administrative experience causes me to 
come to an opposite conclusion, Many corporations with a large 
number of employees are sometimes much more solicitious in safety 
programs, in fringe benefits, than some of the smaller operators. 

We found that particularly true in safety programs. We found it 
probably in the experience of our wage collection division. I mean 
it is a pleasant thought you express and being a man from a small 
town I like the idea, but I am afraid I can’t get the facts to support 
your conclusion. 

Mr. Curtis. I think this: That if we examined, we would find that 
in groups of four or less it is frequently a question of who is the boss 
and who is the employee. The relationship is that close when you are 
dealing with employers of four or less. 
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A very close relationship exists as a general rule. Your conclu- 
sions may be right, because my experience comes from work I did on 
the Small Business Committee over a period of years, and general 
observations, too, and I am the first one to admit to you that mine is a 
subjective conclusion, too. 

I have not seen any real study made of this, and until a study is 
made, I would much prefer to leave it to New Jersey and these other 
States to go ahead and cover on down to the one or more, rather than 
have the Federal Government just blanket and say to all the States, 
“You must do it.” Some States have that and it is very interesting. 

One final observation on it, a strange quirk. 

I was talking with some of my labor leaders in Missouri about this 
feature. They said in one way they were not very happy when we 
extended it from eight to four because it just created a great many 
more people pressuring the State legislature against improvement of 
the actual payment standard and length of payments. From that 
standpoint reducing from four to one would create a great many more 
people who would be interested at the State legislature level in resist- 
ing the problem of extending better standards in the things which are 
really meaningful, duration and amounts. 

Some of the States have gone to four down to one and I think maybe 
they reasoned about this same way. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Machrowicz. 

Mr. Macrowicz. Governor, I want to compliment you on a very fine 
statement and merely refer to a question asked you by the gentleman 
from Missouri, Mr. Curtis, as to whether or not you had any statistics 
with regard to whether these unemployed are single or married, and 
im stated you did not have them available, but you would try to get 
them. 

I might say that all through this hearing is cropping up this infer- 
ence that the majority of the unemployed are not heads of families. 

I would just like to call to your attention that there are some figures 
in that respect. 

In February of this year the University of Michigan Coordinating 
Committee on Social Welfare Research published a report by the 
Survey Research Center of the University of Michigan as to the 
situation on a nationwide level, not only Michigan but nationwide, 
and its report shows as follows—this is on the nationwide level: 

Of those unemployed during the 12-month period, that is, the year 
1958, 71 percent were heads of families, 14 percent were wives of 
heads, 12 percent were sons or daughters, and 3 percent were other 
relatives. 

There is also another very interesting item in these statisti 
namely, that 18 percent of all families in the Nation—that refers to 
families, not only workers covered by the unemployment compensa- 
tion—had 1 or more family members unemployed duri e 12- 
month period to October 1958, which indicates that this impact is 
very wide and hit many families in the Nation. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Knox will inquire, Governor Meyner. 
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Mr. Knox. Governor Meyner, I was interested in your comments 
relative to the reapportionment of your State legislature, claimin 
that the assembly would be favorable toward the improvements o 
the Unemployment Compensation Act of New Jersey, but it was diffi- 
cult for you to get any consideration from the State senate, based upon 
the fact that you do not have true representation in the State senate 
because you elect a senator from each county. 

If that is true, then you disagree with the same formula here on 
the Federal level. 

May I ask you what is the population of your State? 

Mr. Meyner. About 514 million. 

Mr. Knox. And New York is some 13 or 14 million? 

Mr. Meyner. I think better than 14 million. 

Mr. Knox. And the State of New York has two U.S. Senators and 
the State of New Jersey has two U.S. Senators, which is about on the 
same formula as what your State of New Jersey has, is that correct? 

Mr. Meyner. Yes. 

Mr. Knox. And because of the fact that you are unable to get 
remedial legislation as far as unemployment compensation is con- 
cerned in your State, you appeal now to the Federal level to rescue you 
from something that your State is reluctant to do, is that correct? 

Mr. Mryner. As a matter of fact, we have been doing this for well 
over a century in this country. Because we can’t get action in the 
legislature, we go to the Federal Government. I don’t think there 
is any doubt that many, many functions assumed by the Federal Gov- 
ernment today could be done better by the States. Even those who 
want the Federal Government to undertake more would agree that 
a substantial number of them could be undertaken by the States, but 
the States will not act and it is a poor substitute when you say to a 
man who just can’t live because he is not getting these benefits, “Well, 
it is up to your State legislature.” 

You have to solve the problem, it seems to me, if you are going to 
foster the economy of the country and take care of these problems. 

Mr. Knox. Is it not true that your employees of the State of New 
Jersey are receiving benefits? What you are seeking is improvement 
in benefits and you are looking to the Federal level for the improve- 
ment in the formula ? 

Mr. Meyner. It is not only that, but I pointed out that the Presi- 
dent of the United States, and he must have had ample evidence of 
the inequities of the system, has been asking the States to do it for 
5 years. 

"The Secretary of Labor has asked it and many people have been 
asking for it, and the legislatures have not responded, so is it not the 
time for action ? 

That is what I am talking about. 

I will admit that the representation system is not the most equitable 
or the most. democratic in either the States or in the Federal Govern- 
ment, but we as a people have, I think, progressed not by giving 
rigid support to principles; we have said let’s use the flexible mechan- 
ism we can get at the moment, and I am suggesting that this is one 
of the flexible mechanisms. 

I would rather do it at the State level, but none of the States have 
done anything generally in this area, or relatively few. 
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Mr. Knox. The question I was going to propound next was the 
fact that many of our States have unemployment-compensation laws 
with greater benefits and longer durations oiseae of the persuasion 
of the appeal of the President, have they not ? 

Mr. Meyner. I think statistics show that at best it is 40 percent, 
when he has been suggesting 50 percent, and I think there are just 
about eight States that have made changes, and then not very much. 

Mr. Kwox. However, there has been some improvement ? 

Mr. Meyrner. There has been a little change. 

I just sort of think if after 5 years you can’t get the results you 
ask, you might try another remedy, and that is the remedy I am 
suggesting here. 

Mr. Knox. Governor, one other question. 


Do you subseribe to the provisions of some State laws which provide 
for additional benefits for dependents of unemployed ¢ 


Mr. Mryner. I personally have never endorsed the proposition. 
There has been a good deal of suggestion made on that basis in New 


Jersey. There is a good deal of labor support; I would say almost 
unanimous labor support. ; 

However, 1 have always felt that maybe if you had a recognition 
of extra benefits for the dependents, the employer might discriminate 
against the married man who needs the employment, and | have yet 
to be sold on the proposition. I haven’t projected it completely. 

Mr. Knox. Under the theory (hat most all large employers have 
unions, the seniority of the membership of that union determines 
whether he should be employed or not, is that no 304 

Mr. Meywrer. I dothink so. 

I think their efficiency is also a factor, [ think most management 
insists that if you recognize seniority, you also have to recognize the 
ability to do the work, 

Mr. Kwox. You do not actually oppose the additiona) benefits for 
dependents; do you’ 

Mr. Meynrr. I have some reservations about it and my reserva- 
i briefly, these—I know it is not popular, but my reservations 
are these : 

If I am going to set up a group insurance plan, somebody pays some- 
thing in and they get something out, and why should a greater amount 
He paid to one man than another because he has a family or does not 
ae a family. I think in the welfare programs you recognize the 
need. 

I think this program is essentially an insurance program. 

Mr. Knox. You do not construe the unemployment compensation 
laws of the respective States to have additional benefits for depend- 
ents to be a matter of welfare; do you? 

Mr. Mreyner. It generally takes on that character. 

I like to think of a program in terms of a man’s employer pays so 
much in. Maybe he gets so much less wages because his employer 
has that expense and that is passed on to someone else, and that cost 
probably should be the same for each man. 

The reservation I have is that when you give dependents’ benefits, 
there might be some discrimination by the employer. 

Mr. Knox. I think it would be very minor if there was any. 

Mr. Meyner. I would like to see statistics. 
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As I say, I haven’t taken a firm position on it, but I have some 
reservation. . 

Mr. Knox. With all the States having contracts between unions 
and management, I cannot see where there would be any great dis- 
crimination because the call back to work of numbers of employees 
would be determined in accrodance with the seniority that they have 
in that respective plant. j 

Mr. Meyner. I am not going to get into an extended discussion. 

Mr. Knox. Of course, I wanted your reaction to it. That is all, 
Mr. Chairman. 

The Cuarman. Mr. Alger will inquire, Governor Meyner. 

Mr. Areer. Governor Meyner, to whatever degree that undeserving 
recipients are getting payments in the States, we should eliminate 
these in order to have that money available for those who are de- 
serving; would you not agree? 

Mr. Meyner. Ia 

Mr, To whatever degree? 

Mr. Mryner. Yes, I am just as opposed to the fraudulent claimant 
as anyone, 

Mr. Exactly. 

Is the State government or the Federal Government best able to do 
this; would you say 4 

Mr. Meynenr. I think both, and I just want to give you an illustra- 
tion. 

When I was running for office in 1953, I went into many factories 
and 1 talked about maybe increasing wnemployment compensation, 
workmens compensation. It got no reaction. 

] then said 1 am going to get your poyments faster when you are 
out of work, and there eyes brightened up because at that time there 
was a situation in New Jersey where they were waiting 8, 10,12 weeks 
before they got their payments. I asked the director and he said, 


“Oh, thisis a Federal matter.” 
Then when the Federal Government came along, he said, “Oh, this 


is a State matter.” 
This was an area where there wasn’t a definite responsibility. One 


of the things I did was get some competent executives of corporations 
to go in and see what was happening. Eventually there was quite a 
scandal and we set up a new system, so that I think it 1s a joint re- 
sponsibility because, after all, the funds for the administration come 
from the Federal Government. 

I might tel) you, in trying to correct the situation in New Jersey 
T had the utmost cooperation of the Federal Government. They were 
extremely helpful through the labor department. 

Mr. Acer. Nothing you have said do I disagree with, but maybe 
I did not present this question correctly, or possibly you failed to 
realize this bill will eliminate the States rights to disqualify the worker 
and now transfers that to the Federal Government. That is why I 
was asking your opinion as to which entity of Government could best 
root out undeserving recipients of payments. 

Mr. Meyner. The carrying out of this responsibility will be by the 
State government, and I am one of those who has had enough exper- 
ience of administration to know that you can have good administra- 
tion even under a poor provision of the law. 
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I don’t think in this bill that there is a complete eradication of 
State administration. 

Mr. Auerr. You a that we are not sure then what the language 
means. Are you in favor of the State being fully disqualified to deny 
compensation payments, or are you not ? 

os Meyner. I am not familiar with that provision of the bill that 
would justify such a conclusion. 

Mr. Axcer. I am not talking about the bill. You and I would agree 
that possibly the language of the bill confuses us both. If the bill’s 
language does mean the State is now disqualified in denying compen- 
sation for any reason to recipient, are you in favor of that, or are you 
opposed to it ? 

Mr. Meynenr. In the first place, I would like to know whether or 
not the bill actually does set up the disqualification. 

Mr. Aucer. I will read it to you, Governor: 


Compensation shall not be denied to any eligible individual for any week of 
total unemployment during his benefit year by reason of exhaustion or reduction 
of benefit rights or cancellation of his wage credit, until he has been paid 


unemployment compensation for not less than thirty-nine weeks during such 
year. 


I may not understand this grammar and I am telling you I may 
not. That is why I am couching it this way. 

Let me put it another way, because we can amend the bill if you 
do not approve of this. 

I am asking you as a Governor of a State whether you think the 
State’s right, and you are a Governor, should be taken from you to dis- 
qualify the workers in your State from receiving payments or whether 
you do not? 

Mr. Meyner. Even assuming that this language gets your inter- 
pretation, I think the bill does leave considerable discretion to the 
various State governments. 


Mr. Axcer. I am not making headway on this so I will pass to 
something else. 

Do I understand from the colloquies that I have heard thus far, from 
the gentleman from Missouri and others, that you are asking us now 
as Federal representatives to impose Federal standards against the 
will of the New Jersey Legislature? Is that correct? 

Mr. Mreyner. Against the will of a small group of State senators. 

I think I am speaking for the majority of the people of the State 
of New Jersey. I think you will probably find—I haven’t canvassed 
them—that the two U.S. Senators and most of the Congressmen would 
probably be of the same mind. 


Mr. eR. You have made your point that maybe it is just a 
handful. 

I am simply asking again, are we now going to overrun the will of 
the State legislature, no matter how wrong they may be from your 
standpoint ? 

Are you asking us to force Federal will on the State government? 

Mr. Meyner. Your question is in the nature of when did you last 
stop beating your wife? 

tt strikes me as asking for a conclusion after you have set up the 


= I say to you, and I have given you the facts, that the 
tate senate would not include four or more. : 
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The assembly, which is more representative of people because it is 
allocated on the basis of population, would go for four or more. 

I would think that most of our Congressmen and our two U.S. 
Senators would be for some Federal standards. 

I give you the facts. If you want to conclude that I am going 
against the will of the State or the will of the State legislature, that 
is your privilege, but I don’t think I am. 

Mr. Averr. That is exactly why I asked you, Governor. 

Mr. Meyner. However, T think you ought to have your facts pre- 
ceding the conclusion. 

Mr. Axeer. Governor, lest you think I am being unfair, the Texas 
State Legislature sent me a resolution and sent all Congressmen 
from Texas a resolution, saying “We don’t want Federal standards 
in Texas, we, the Texas Legislature.” 

Here lam. I have not canvassed the legislature to see if they rep- 
resent their districts or not. I necessarily assume they do since they 
are elected every 2 years. If I adopt your viewpoint, I have to say 
to my legislature, “You do not represent the people in this matter. 

I am not trying to catch you between you and your legislature, but 
that is what you are trying to do to us. You are telling us that we 
should adopt your viewpoint when the State of New Jersey’s own 
legislature does not, no matter who is causing this now. I do not 
see — you cannot work it out at the State level. That is my 

roblem. 
r Mr. Meyner. I have tried to explain to you that it is representa- 
tion of acres and peoples, and I think the majority of our people 
would like this coverage, and one of the reasons is, we cannot get 
it in the State legislature. 

Mr. Aucer. I a that. 

Mr. Mreyner. 6 course I will try to change the State legislature 
picture at the next election. 

ae Auger. I imagine you will have good success in that with your 
ability. 

Let me ask you one other thing, Governor. Again, listening to all 
the testimony we have heard, and it came up this morning, relative 
to the intent of the bill, the fact that it originally was temporary, 
just to be temporary help, do you think that very possibly we are not 
really in the area of unemployment compensation if you do it in re- 
gard to two other fields: one, relief or welfare on the one hand, or, 
on the other, the need for more jobs ? 

We are somewhere, I suppose, in between, but we are possibly 
getting a little outside our field in temporary unemployment com- 
pensation when what is needed is relief or welfare on the one hand 
or more jobs on the other. 

Mr. Meyner. I hoped that my appearance here today was in terms 
of a long-term view. I have od certain reservations about using 
unemployment compensation in terms of relief or welfare. I think 
that you have to judge your income coming in. That is why I spoke 
of maybe $4,200 as pc the taxable wage, and you ought to consider 
it in terms of how much you take in and how much you spend. 

If you have a severe situation and you want to enable people to 
exist, then we have our forms of categorical assistance, and it seems 
to me that a lot of people, no doubt, would change the original concept 
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of unemployment compensation as an insurance program to a welfare 
program, and I am trying to think of how much you take in, how 
much you spend, how does it meet the unemployment problem. 

There are doubtless in my State and many States the situation 
where an industry becomes obsolescent and 26 weeks are not enough, 
particularly for a person that has had 2, or 3, or 20, or 30 years of em- 
ployment. He should get a good deal more in the sense of the time 
of unemployment compensation so he can make his adjustment. 

I think if we are going to recognize the aspect of people being out 
of employment for a long time and no longer members of the labor 
force, then we have to go over into the welfare programs. I certainly 
think we need more jobs and I think there is a responsibility under 
the Full Employment Act of 1946. 

Mr. Arcer. You see the dilemma and some of us wonder just where 
we are. 

Mr. Meyner. I don’t go all the way on this proposition that you 
are going to suddenly change it from an insurance program to a wel- 
fare program. 

Mr. Ateéer. I certainly share your concern, Governor. 

Thank you. 

The CuHatrman. Are there any further questions of Governor 
Meyner? 

Mr. Curtis. Mr. Chairman, just one. 

The Cuarrman. Mr. Curtis. 

Mr. Curtis. One detail, Governor. 

I was wondering under the present New Jersey formula when you 
use wages, do you use the actual wage rather than take-home pay ? 

I am just trying to figure that our. 

Using it that way, of course, some benefit on a percentage basis is 
given to the head of a family, because actually his real wage is greater 
than his take-home pay but his take-home pay is greater than the 
single employee because he gets more deductions. 

Mr. Meyner. I know our minimum is $35 and I think our average 
payments run $32 or $33, but this is rather rugged where your aver- 
age wage is in excess of $80 or $90. 

Mr. Curtis. Yes. One of the witnesses very properly brought to 
our attention that as far as the wage earner is concerned, he is using 
take-home pay after his Federal taxes are deducted and that is the 
meaningful figure to him, and there is quite a bit of difference between 
that and what his real wage amounts to, and we ought to be thinking 
in those terms. 

That is the reason I asked the question. 

Thank you. 

The Cuamman. Governor, you see what happens when you extend 
an invitation to be interrogated by this committee. We are always 
thirsty for information and knowledge. 

Mr. Meyner. I want to thank the chairman and the members of 
the committee for your kind consideration, and I must say that I have 
been the recipient of some very cogent questions. 

The CHarrman. Governor, we want to congratulate you on your 
very fine appearance both in your statement and in your responses to 
the questions that have been propounded. We had heard rumors to 
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the effect that you were a man possessed of ability. I think all of us 
will agree that you have demonstrated ability in this field. 

We thank you, sir, for coming to the committee and enlightening 
us. There is just one thing I want to ask of you if you will do it. 

Last Monday we had a very A nme appeal made to the com- 
mittee by representatives of the Actors Equity Association, complain- 
ing because the States of New Jersey and New York could not get 
together in reciprocal agreement that will allow wages earned by ac- 
tors in both States to be computed in one wage base for the purposes 
of unemployment compensation. 

If you will get in touch with the Governor of the State of New 
York or vice versa and work out that matter, it will be of assistance, I 
am sure, to these many actors that play in New York and New Jersey. 

Mr. Meyner. I should be delighted. 

The Cuarrman. I was unaware of the fact that there was not such 
an agreement until I had a telegram asking for this appearance be- 
fore the committee from Mr. Ralph Bellamy, I think, the president 
of the association. I did not know that the two States had not en- 
tered into such an a ment. 

Mr. Meyner. If it would be possible to have someone from the staff 
outline what the problem is, I will try to tend to that request. 

The Cuarrman, Fine. 

Thank you again, Governor, and we do appreciate your appearance. 

(Letter from Secretary Mitchell referred to on pp. 1217-1219 
follows :) 

U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, April 10, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN MiLis: Certain members of the Ways and Means Com- 
mittee, during the course of Under Secretary O’Connell’s testimony on April 7, 
inquired of him concerning a statement I was reported to have made in October 
1958. 

The statement referred to by the two committee members was not taken from 
any prepared text. In substance, however, it is expressive of my judgment. 
The administration has examined and reexamined the whole Federal-State un- 
employment insurance system carefully over the last several months. Under 
Secretary O’Connell presented to the committee the administration’s position, 
which I support. I hope that the record will be clear on this point. 

I indicated in my letter of April 2, my desire to testify before the Ways and 
Means Committee, but it was not possible to arrange for my appearance because 
of the committee’s tight schedule. At your request, I then arranged for the 
Under Secretary to present the administration’s recommendations to the full 
committee. I believe there is nothing further that I could add to the Under 
Secretary’s testimony which would assist the committee in its deliberations on 
this important subject. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


The Cuatrman. Before recognizing the next witness, I would like 
the chief counsel of the committee to. read a letter that I have just 
received this morning. 

Without objection, Mr. Irwin, read the letter, please. 
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Mr. Leo H. Irwin (chief counsel). This letter is dated April 13, 
1959, addressed to Chairman Mills: 


Deak Mr. Mitts: This is to convey to you my deep regret at my inability to 
appear before the Ways and Means Committee on April 15 in support of H.R. 
3547 and identical bills to establish Federal minimum benefit and duration 
standards for State unemployment compensation laws. 

For more than a month I have had a throat infection that has not yielded 
to treatment. My doctors have issued urgent warnings against irriatating it 
further and have insisted that I cancel all speeches and oral testimony scheduled 
for the immediate future. 

You will have before you a statement setting forth my views on Federal 
standards, and Mr. James Carey, secretary-treasurer of the industrial union 
department of the AFL-CIO, will appear personally in my place. 

I wish it were possible for me to present directly to you and the other mem- 
bers of the Ways and Means Committee my deep personal convictions concern- 
ing the imperative necessity for Federal standards both to alleviate the tragic 
hardships suffered by unemployed workers and their families and to strengthen 
the resistance of the economy to spiraling recession by sustaining consumer 
purchasing power when economic activity declines. Experience has demon- 
strated that these objectives will not be attained in the absence of Federal 
action. 

In my judgment this is one of the most important, if not the most important 
domestic measure before the Congress this year. I should like to commend 
you and your committee for holding hearings on this matter, and I earnestly 
hope you will take the next essential step and report out a bill embodying the 
substance of H.R. 3547. 

Again, my sincerest regrets that a throat infection prevents my personal 


WALTER P. REUTHER, 
President, International Union, UAW. 

The Cuarrman. All of us had hoped that Mr. Reuther would ap- 
pear before the committee. We regret that he is suffering from this 
throat infection and cannot be here. Those of us in Congress recog- 
nize what a handicap it is to have anything wrong with your throat. 
We hope that he will recover in the very near future from this ail- 
ment and that at some time in the future he may have an opportunity 
to appear before the committee. 

r. Macurowicz. Mr. Chairman, before Mr. Carey begins his 
statement, since we have put a letter in the record from Mr. Reuther, I 
would like to ask the chairman, Do we not also have a letter from Sec- 
retary of Labor Mitchell ? 

As I remember, he was asked to come back to explain what was con- 
sidered by some of us as the difference of positions taken by him at 
various times, and I think probably this would be a good place to put 
that in the record. 

The Cuarrman. I will put it in the record at the proper time, but I 
do not want to delay Mr. Carey’s appearance in that connection, un- 
less the gentleman wants it done at this time. There is no objection to 
it being done. 

Mr. Macurowicz. The only reason I want it in the record is be- 
cause I think it is the most classic example of equivocation I have 
ever heard, and I think it should be in the record. 

The Cuatrman. I think it is better for us to proceed and we will 
have that at the proper time. I left the matter open the other 
day as to whether or not the Secretary would be called in connection 
with these hearings. It would have to be on Friday if he is to 
appear before the committee. 
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That can be disposed of at a later time. I hope we will not further 
delay Mr. Carey. 

Mr. Curtis. Mr. Chairman, I regret to say I wish the gentleman 
would withdraw his statement from the record. It is his view, 
7 ich he is entitled to, or his interpretation of the Secretary of Labor’s 

etter. 

Mr. Macurowicz. I think it should be in the record. I do not with- 
draw my characterization of his letter, but I think it should be in 
the record. 

The Cuarrman. The letter should be and it will appear in the rec- 
ord, unless there is some objection, before the hearings are concluded, 
because in it the Secretary is answering some questions that were 
raised during the appearance of the Under Secretary and the letter 
should be in the record. 

Mr. Curtis. I hate to see in the record at this point the characteriza- 
tion of what that letter amounts to because I think that would be 
unfair todoso. You have the privilege to do it, but I will request that 
you not do that. 

Mr. Macurowticz. I could not conscientiously withdraw my char- 
acterization of the letter. 

The Cuatrman. Perhaps, since the matter has been raised, it would 
be appropriate for it to be in the record, but I think it should be in 
the record just prior to the reading of the letter from Mr. Reuther, 
because Mr. Reuther’s letter should come immediately before Mr. 
Carey’s appearance, since he is here in substitution for Mr. Reuther, 
so without objection, that letter will appear at that point in the record. 

Mr. Curtis. Mr. Chairman, I just want to say this: I do certainly 
regret that Mr. Reuther cannot be present because many of us, know- 
ing the great interest and part that he has taken in this particular 
kind of legislation, were looking forward to asking him questions. 

We are very happy, of course, that Mr. Carey is here and we can 
ask him questions about it, but on such a serious matter as this with 
the prominence that Mr. Reuther has taken in this matter, it is re- 
grettable that he cannot answer questions. ; 

I wonder, since there may be questions that we would like to direct 
to Mr. Reuther, if his answers could later be supplied for the record. 

The Cuarrman, Let us see, since Mr, Carey is here in place of Mr. 
Reuther, and according to the letter representing him fully in the 
making of this statement, whether Mr. Reuther should be asked to sup- 
ply answers to questions that perhaps Mr. Carey would not want to 
answer. I am certain, on the basis of his previous ci ag arm before 
the committee, that Mr. Carey in his own right can ably demonstrate 
to this committee his capacity to answer most any question involving 
this subject that any of us may raise. If it gets to a question of some 
direct requests for Mr. Reuther’s own view that Mr. Carey would 
rather relate to Mr. Reuther and Mr. Reuther answer himself, that of 
course would be a part of the record. 

But so far as general knowledge on this subject is concerned, I think 
Mr. Carey can, as he has in the past, demonstrate to us that he is 
thoroughly acquainted with this subject. Mr. Carey is the secretary- 
treasurer of the American Federation of Labor and Congress of In- 
dustrial Organizations, and we are pleased to have you, Mr, Carey, 

We regret that Mr. Reuther could not be here, but certainly he has 
in my opinion selected a very able substitute for his appearance. 
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Mr. Mason. I will second that, Mr. Chairman; a very able substitute. 
The Cuarrman. You are very welcome. We appreciate having you, 
and you are recognized, sir. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, AMER- 
ICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
ORGANIZATIONS, INDUSTRIAL UNION DEPARTMENT; ACCOM- 
PANIED BY LEONARD LESSER, DIRECTOR OF SOCIAL SECURITY, 


AFL-CIO 


Mr, Carey, Mr. Chairman and members of the Ways and Means 
Committee, I am James B. Carey, the president of the International 
Union of Electrical Workers. I am a vice president and member of 
the executive committee of the AFL-CIO, and I am secretary- 
treasurer of the industrial union department of the AFL-CIO. _ 

The Cuamman. Will you pardon me for a moment? I had in mind 
you were secretary-treasurer of the AFL-CIO. Iam sorry I demoted 
you. I apologize. 

Mr. Carey. Mr. Chairman, I didn’t want to take advantage of the 
illness of the secretary-treasurer of the AFL-CIO for he is in the 
hospital. 

I am happy to appear again before the committee because Mr. Mason 
and I are old timers at this, This is before President Reuther came 
on the national scene, We were both here and addressing each other 
on subjects like this in 1935, so I exercise a measure of seniority over 
President Walter Reuther on this subject. 

I appear today, as you know, in place of Walter Reuther, president 
of the industrial union department. The industrial union department, 
by the way, is made up of a majority of the members of the AFL-CIO. 
It is made up of 69 international unions with a membership of well 
over 7 million members. 

With your permission I would like to introduce for the record this 
prepared statement by President Reuther, 

he CuammaNn. Without objection, that will be placed in the rec- 
ord at this point. 

(The document referred to follows :) 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, INDUSTRIAL UNION DEPARTMENT, 
AFL-CIO 


I am appearing in support of H.R. 3547 and similar bills which have been 


introduced in the House of Representatives by Congressmen Karsten, Machro- _ 


wicz, and six other members of the Ways and Means Committee, along with 
more than 120 Members of the House. These bills are designed to establish 
higher standards of unemployment compensation in this country. They offer 
this committee and the Congress an opportunity to remove the barriers to State 
action and to make the unemployment compensation program one which will 
more adequately meet the needs of the unemployed workers and their families 
and the economic needs of the communities in which they reside. 

The gross inadequacies of existing unemployment compensation systems are 
hurting America. Unemployed workers and their families are in trouble be- 
cause we have failed to give them either the opportunity to work, or sufficient 
protection of their living standards to allow them to continue to live in decency 
and dignity until the opportunity to work is restored. Our American economy 
has been in trouble, it is still not out of trouble, and as sure as winter follows 
summer it will get into trouble again and again, until we learn to strengthen 
it more effectively by measures which must include the kind of proposal now 
before you. 


tha 
thei 
gen 
une. 
rela 
the 

F 
shal 
men 
cost 
the 
illog 
Selec 
imm 

It 
from 
ploy: 
for 
expe 
to re 
techi 
the 
State 
toil 


penss 
comn 
to tl 
cushi 
satio. 
hand: 
and | 
even 
some 
from 

An 
antire 
first 1 


we 
if 
of 

be 

ser 

col 

dec 

to ¢ 

of : 

dey 

hav 

tior 

the 

to ¢ 

and 

ares 

Th 

cyclic 

them 

those 

buoya 

Our 

of the 


ly 


UNEMPLOYMENT COMPENSATION 843 


Most unemployment today is beyond the control of the individual. While 
we believe that the extent of unemployment can and should be controlled much 
more effectively than it is today, even in the most stable and prosperous economy, 
if it is a free economy as we know it, there will be a certain irreducible level 
of unemployment at all times. In a free, dynamic, growing economy, there will 
be continuous change in consumer tastes and needs, there will be a continuous 
development of new products or services which may render old products or 
services obsolete, there will be a steady influx of new business enterprises ac- 
companied by a weeding out of inefficiently managed firms, there will be con- 
tinuous Changes in markets and in sources of raw materials or power, there will 
be a thousand and one forces which will cause some business enterprises to 
decline, to reduce their working force temporarily or permanently, or even 
to close their doors. In many cases, as we have found already under the impact 
of automation, and as we shall find to an even greater extent with the further 
development of industrial atomic energy and eventually solar energy, there 
have been and will continue to be large-scale shifts of industry from one loca- 
tion fo another. 

These changes are inescapable features of our economy. It is essential to 
the economic well-being of each one of us that our economy should respond 
to changes in consumer needs, that existing products should be replaced by new 
and better ones, that inefficient companies should give way to efficient ones, 
that industries should be located in those areas where they can best fulfill 
their economic function. All of these things should help to contribute to a 
general higher standard of living. But all of them involve at least temporary 
unemployment of workers, and in some cases there may be unemployment over 
relatively long periods before new employment opportunities open up for all 
the workers affected. 

For all of us, economic change and dynamism produces benefits in which we 
share. For some of us, however, at any given time, it produces unemploy- 
ment. In the absence of an adequate unemployment insurance system, the 
cost of obtaining the benefits of economic change fall with crushing force on 
the families of those whose jobs are eliminated in the process. It is not only 
illogical that the costs should fall with crushing weight on those haphazardly 
selected by blind economic forces, while the benefits are shared by all—it is 
immoral. 

It is a grievous injustice to an unemployed worker, when we are benefiting 
from the forces that caused his unemployment, to require him to accept unem- 
ployment compensation insufficient to maintain a desirable living standard 
for himself and his family, to limit such compensation to periods that actual 
experience has proved to be too short in a substantial proportion. of cases, or 
to refuse him protection altogether because he has failed to comply with some 
technical provision of the law or has worked in employment not covered by 
the law. Yet at this very moment, some millions of Americans, living in every 
State of the Union, men and women who have contributed their sweat and 
toil to the building of our country and the creation of our standard of living, 
are suffering from such injustice. 

The establishment of adequate minimum standards of unemployment com- 
pensation throughout the country is not only a matter of justice, but of economic 
commonsense. One of the most frequent subjects of comment with respect 
to the current recession, both by businessmen and economists alike, is. the 
cushioning effect of various social security measures. Unemployment compen- 
sation in particular, by helping to maintain some purchasing power in the 
hands of unemployed workers, slowed down the rate of decline in the economy 
and speeded up the rate of recovery. In round figures, it is estimated that 
even our present inadequate unemployment compensation system contributed 
some $4 billion in much-needed purchasing power during the 12-month period 
from October 1957 to October 1958. 

An adequate unemployment compensation system is one of the most effective of 
antirecession devices. It has been referred to by President Eisenhower as “our 
first line of defense.” If it is financed with sufficient reserves it is doubly counter- 
‘yclical—it not only puts dollars into the pockets of consumers when they need 
them most, and when the economy most needs their added spending, but it draws 
those dollars off and puts them into the reserves for the most part in periods of 
buoyancy when they can best be spared. 

Our present unemployment compensation system, however, is only doing a part 
of the job it should do in adding strength and stability to the economy, because 
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it provides nothing at all to far too many jobless workers, not enough to most 
of the rest of them, and frequently for too short a time. Simply from the point 
of view of assisting recovery from a recession, it is the height of absurdity to 
allow people who are not working because they are unable to find jobs to be de- 
prived of their purchasing power. It is equally absurd to limit that needed buy- 
ing power to workers in certain arbitrarily determined categories of employment, 
to subject it to unreasonable eligibility requirements, or to establish it at levels 
far below the amount required to maintain the jobless and their families in 
health and decency. Such so-called economies are not made at the expense of 
the unemployed and their families alone, but at the expense of the whole com- 
munity and the Nation, whose restoration to economic health depends in con- 
siderable part on the extent to which these families retain the ability to continue 
to purchase goods and services. 

When we consider the consequences of those policies which we adopt today, 
we must not confine our view to our own country. Hunger and want such as 
far too many American families are suffering today are in themselves proper 
subjects of deep concern for us, but our concern must be sharpened by the fact 
that they are also material for headlines, not only in Moscow and Peiping, not 
enly in Warsaw and Bucharest and Prague, but in New Delhi, Jakarta, and 
Accra—in all the uncommitted nations of the world—and for that matter in the 
newspapers of London, Paris, Rome, and ali the other cities of our friends. 

America’s nora) leadership in the world is only as strong as our ability to 
translate the human values for which we stand into practical fulfillment. Amer- 
ica’s moral leadership is weakened every time we fail to meet our mora) ob)i- 


gations, to our own people or to others. Communist propagandists have already {| 


convinced many of their own people, benind the \ron Curtain, that America is a 
land of misery, where masses of downtrodden people today live the sort of lives 
that too many of them actually did live in the hungry thirties. They ure making 
every possible effort to spread the same false and poisoned picture of America 
among still free peoples whom they hope to subvert, and especially among those 
who are still just emerging from the long night of colonialism. Every true case 
of hunger, want, misery, and economic insecurity that we permit to exist, pro- 
vides a potential example for their anti-American propaganda. The one sure way 
in which we can convince the uncommitted peoples that our system really can pro- 
vide security and decency and dignity for everyone is to make ft s0. We have not 
yet fully succeeded. But the legislation we are supporting here today, by insur- 
ing more nearly adequate levels of security for unemployed workers and their 
— across our country, will help us to take another long step in that direc- 
on. 

The basic issue before this committee and the Congress is whether the Federal 
interest in the unemployment compensation program is sufficient to warrant 
the Federal Government having some responsibility for the determination of 
policies regarding the amount, duration, and eligibility for benefits. 

I believe that it is. 

Unemployment compensation in this country was the direct result of Federal 
action. It was the passage of the Social Security Act of 1935 by the Congress 
that resulted in the enactment of State unemployment compensation laws. 

In passing the Social Security Act, it is clear that the Congress intended to 
accomplish more than the enactment of mere token unemployment compensation 
laws. While standards regarding the benefit amount and duration were not 
set forth in the original act, Congress was clearly thinking of unemployment 
compensation as a program to pay reasonable benefits to the unemployed. It 
ceded to the States access to a 2.7 percent payroll tax. In return, it expected 
a system that would give relief to the unemployed. 

This was recognized by the Supreme Court of the United States in upholding 
the constitutionality of the unemployment compensation provisions of the 
Social Security Act. The Court held that the basis of the law and the test of 
its validity was the public purpose of relieving unemployment. At the same time. 
it recognized that the mere enactment of legislative language by a State was 
not sufficient to accomplish this purpose. The Court, through Justice Cardoz0 
stated: “An unemployment law framed in such a way that the unemployed 
which look to it will be deprived of reasonable protection is one in name and 
nothing more.” 

At one and the same time, this recession proves the value of an unemployment 
compensation system in general and the failure of the one we have in particular 
to meet our individual and social needs. Our unemployment insurance program 
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was intended to be an effective weapon for meeting basic human needs, stabiliz- 
ing our economy, and enabling us to meet the economic challenge of the 20th 
century. It is not meeting our needs today because it is inadequate in terms 
of benefit amounts, duration, and coverage and it is inadequate in terms of quali- 
fication provisions for those who are covered. It will become adequate, how- 
ever, only if the Congress exercise its responsibility and provides the necessary 
stimulus for expanding coverage, raising benefits, increasing duration, and 
making other improvements. 


1. Weekly benefits are inadequate 

With regard to the amount of benefits there are a whole battery of tests which 
expose the inadequacy of our present laws. A recent study by the Department 
of Labor “Adequacy of Benefits Under Unemployment Insurance,” a staff 
report prepared for the Steering Committee of the Federal Advisory Council, 
October 1958, indicates that there is substantial agreement that, at the mini- 
mum, benefits should “replace enough of the current wage loss of unemployed 
workers Who meet the program’s requirements so that most such workers do not 


have to turn te other programs for aid, under normal or recession conditions.” 

Our present system in a long way from meeting this standard. The average 
benefit for the Nation as a whole in December 1958, was $80.50. Even in 
Virginia, where penny pinching relief allowances are the rule, the Arlington 
general relief budget for a family of four is $44 a week. No wonder a substan- 
tial number of the unemployed who were able to meet the requirements of State 
anemployment compensation laws have bad to depend for add@itional assistance 
upon dora) relief agencies and the Federal surplus food program. 

General relief roles of local governments increased 30 percent from October 
1947 to October 1958 and in December of 1958, over 5 million people were re- 
ceiving butter, flour, and other staples from the Federal) Government. In every 
State of the Union, surplus foods are an important part of the diet of tens of 
thousands of families and in Detroit alone, it is estimated that a thousand people 
a day line up at the welfare department’s surplus commodities division to wait 
for their food allotment. 

Another general standard of adequacy which is widely accepted calls for bene- 
fits high enough to permit workers “to maintain a reasonably high reservation 
price while seeking other work or waiting for reemployment at their old job.” 
The Department of Labor study referred to above, says, “The objective of the 
employment security program is not to secure the speediest possible reem- 
ployment of workers at whatever wages and whatever skills they can find jobs. 
One of the functions of unemployment insurance is to give workers short-run 
carrying power so that they may be able to preserve, to the best of their ability, 
their skills and their earning power. This is to the advantage not only of the 
worker and his family, but of the Nation’s productivity as well.” (P. 11.) 

Does our present system of unemployment compensation meet this standard? 
An article in the New York Times of March 17, which presented a study of the 
unemployed, contains the answer. Says the Times: “Confronted with the ne- 
cessity for going on relief, most workers will grab a job at half or less than the 
standard they used to enjoy. And there are plenty of employers ready to capi- 
talize on the preference for staying independent of a Government handout. In 
small machine shops, dry goods warehouses and other small businesses, the calls 
are for work at only a few cents above the legal minimum of $1 an hour. Only 
in the large standardized industries and those under stringent union policing 
is there no move to pull down pay scales or trim fringe benefits.” 

When the adequacy of our present system is tested by still another standard, 
it is again found wanting. 

Unemployment compensation laws when originally enacted, were intended to 
provide an unemployed worker with 50 percent of the wage loss he suffered dur- 
ing a week of total unemployment. A weekly benefit of this amount was assumed 
hy the Committee on Economic Security in 1935. It was the intent of the original 
unemployment compensation laws enacted by the States. It has been repeatedly 
endorsed by President Eisenhower. It is the weekly benefit which would be 
produced by the benefit formula in most State laws today if it were not for the 
limitation imposed by the low maximum weekly benefit amounts. For example a 
State law may provide a weekly benefit equivalent to one-half of a worker's 
prior weekly wage with a maximum weekly benefit of $30. Under such a law 
all workers earning up to $60 would qualify for a weekly benefit of one-half of 
their prior wages. A worker with a prior weekly wage of $60 would qualify for 
a weekly benefit of $30 or 50 percent of his weekly wage. An individual worker 
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with a prior weekly wage of $85—which was about the average weekly wage of 
the workers covered by all the State unemployment compensation laws in 1957~ 
would likewise be entitled to a bentfit of $30 but in his case the weekly benefit 
amount would equal only 35 percent of his prior weekly wage. 

While the imposition of a maximum weekly benefit may be justified on the 
ground that, in the absence of a maximum, the highest paid workers would draw 
an undue proportion of unemployment funds, it has also been argued during 
these hearings that higher maximums than those fixed by State legislatures will 
make unemployment too attractive. In 1946, a report entitled “Issues in Social 
Security,” which was made to the House Ways and Means Committee by the com- 
mittee’s social security technical staff, considered this argument and concluded 
that it was “open to serious question.” It was pointed out in the report (p. 
389), that it was illogical to assume that a worker who received less than 50 
percent of his weekly wage because of the fixed dollar maximum would have his 
“will to work” dulled by a weekly benefit of one-half of his weekly wage while 
the low-paid worker who now receives one-half of his weekly wage is not so af- 
fected. Stated another way, Is the worker whose weekly wage is $90 and who 
would when receiving a benefit of $45 still suffer a wage loss of $45, be less likely 
to seek to recover such lost wages than the worker whose weekly wage is $50 
and who suffers a wage loss of only $25 when unemployed? 

When one takes into account that an unemployed worker loses in addition to 
his cash wage, his pension credits, his sickness and accident, health and life 
insurance Coverage, eyen a benefit of 50 percent of his cash wage loss will not 
compensate him or 51 percent of his weekly earnings as an employee. 

Just what the weekly maximum should be is, of course, a matter of judgment. 
There are no criteria which permit precise determination of what the maximum 
benefit should be. Yet there are certain reasonable yardsticks which can be 
applied. The 1946 report stated several: First, that the maximum benefit must 
be high enough so as not to require undue reductions in the living standards of 
those subject to it. Second, that it be adjusted to the rise and fall in wage rates. 
Finally, that it not be so low as to produce a flat or uniform weekly benefit for 
a substantial number of unemployed workers. 

President Eisenhower stated these same criteria another way. Beginning with 
his Economic Report of 1954 and in each succeeding Economic Report, he 
urged the States to increase their maximum weekly benefits so that the great 
majority of covered workers would be able to receive 50 percent of their gross 
weekly wage when unemployed. 

Measured against these yardsticks, the maximum benefits under State unem- 
ployment compensation laws are too low. State law maximums have steadily 
deteriorated since 1939, when unemployment compensation benefits were first 
payable. In every single State the maximum weekly benefit on January 1, 
1959, was a smaller percentage of the average weekly wages in such State than 
it was in 1939. 

In 1939, in no State (except Alaska) was the maximum benefit less than 50 
percent of the average weekly wage. On January 1, 1959, the maximum weekly 
benefit was less than 50 percent of the average weekly wage in 45 of the 50 
States and the District of Columbia. In 1989, in 34 States the maximum was more 
than 60 percent of the average weekly wage. Today in not one single State does 
the maximum equal that percentage. 

As a result of the failure of the 1989 maximums to keep pace with the rising 
wage levels in the States, more and more unemployed workers are drawing the 
maximum weekly benefits and fewer and fewer are receiving benefits of 50 per- 
cent of their weekly wages when unemployed. 

In the period from January to September 1958, 53 percent of the unemployed 
workers who established a benefit year were eligible for the maximum basic 
weekly benefit amount. In 11 of the States more than two-thirds of the 
unemp!oyed workers received the maximum weekly benefits; and almost all of 
these who received the maximum benefit received less than 50 percent of their 
weekly wages when unemployed. Yet a benefit of 50 percent was the standard 
set in 1935. It was the benefit level which the President has repeatedly urged 
on the States since 1954. 

To accomplish this goal of providing benefits of 50 percent, the maximum 
weekly benefit must be substantially higher than 50 percent of the average weekly 
wage. This is necessary, since in a normal distribution of wages there are likely 
to be 50 percent of the workers earning more than the average weekly wage. It 
was for this reason that the Secretary of Labor and the Federal Advisory Council 
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on Employment Security have recommended that the maximum weekly benefit 
in a State should be raised to from 60 to 66% percent of the averave weekly 
wage in the State in order that the great majority of workers be eligible for a 
weekly benefit of at least 50 percent of their own weekly wage. H.R. 3547 
and the other bills pending before this committee would accomplish this objective. 

It should be clearly understood that fixing the maximum weekly benefit at 
6624 percent of the average weekly wage does not mean that any claimant will 
receive 6624 percent of his own weekly wage. No one need receive more than 
50 percent of his own weekly wage. 

The effect of the higher maximum is merely to let the State benefit formula— 
of 50 percent of claimant’s weekly wage—operate over a wider range. For 
example if the new maximum weekly benefit is $50, the only unemployed who 
will receive the new weekly maximum benefit are those earning more than $100 
a week. A maximum weekly benefit of 6624 percent of the average weekly wage 
will merely assure that the unemployment-compensation program is once again 
a wage-related program rather than the fixed-benefit program which has resulted 
from the low maximum benefits in so many States. 

Further, the provisions of H.R. 3547 and similar bills state the maximum 
benefit as a percentage of the State’s average weekly wage rather than as a 
fixed dollar amount. This will result in automatic increases or decreases as 
prevailing wage levels change in each State. It will eliminate for the future the 
deterioration in benefit levels which has taken place since 1939 because of the 
failure of maximum weekly benefits to keep pace with rising wages. 

Moreover, the gearing of a particular State’s maximum weekly benefit to the 
average weekly wage in that State eliminates the bug-a-boo of uniformity that 
has been injected into every discussion by the opponents of Federal action in the 
field of unemployment compensation. H.R. 3547 completely recognizes the dif- 
ferences between State economies without permitting the States to accentuate 
these differences through the threat of substandard unemployment compensation 

The inadequacy of weekly benefit amounts paid under State laws is borne out 
by several State studies which have been made of the income and expenditure 
of unemployment compensation claimants. The average weekly benefit paid to 
the unemployed head of a four-person family in these studies represented only 
37.5 to 47.5 percent of weekly expenditures during unemployment. In fact, the 
unemployment benefits covered only between 60 to 78 percent of the weekly - 
expenditures for the basic essentials of food, shelter, utilities, and medical care— 
without taking into account such other necessary expenses as household opera- 
tion and transportation. Yet 75 percent or more of these claimants were en- 
titled to the maximum weekly benefits provided under the State law. 

The findings of these Surveys are borne out by a more recent study entitled 
“Significant Findings on the Impact of the 1957-58 Recession in Relation to 
Unemployment Insurance,” by William Haber, Fedele F. Fauri, and Wilbur J. 
Cohen, of the University of Michigan. These findings, which are based on a 
nationwide sampling basis conducted by the Survey Research Center of the 
University of Michigan, showed that unemployment insurance provided in- 
sufficient income to 85 percent of those families whose head received unemploy- 
ment insurance during the entire period of his unemployment. 

The seriousness of these inadequacies is emphasized by the study’s finding 
that 18 percent of all families in the Nation had one or more family members 
unemployed during the 12-month period prior to October 1958. And 38 percent 
of all families reported either unemployment, shorter hours, or some other 
setback to their financial situation. Yet inadequate as the weekly benefits were, 
about 36 percent of all unemployed individuals did not receive any unemploy- 
ment benefits. 

As a result of all these factors, this study found that “unemployment insurance 
benefits replaced only about 20 to 25 percent of the wage loss incurred by unem- 
ployed persons during the recession.” 


2. Benefits are paid for too short a period 

The inadequacy of the duration of benefits is also clear. In many States some 
unemployed workers may draw no more than 10 or 12 weeks of benefits. For 
some the period may be as low as 5 or 6 weeks. 

As a result, in 1958 more than 2% million workers exhausted their State 
unemployment compensation benefits—after an average duration of 20 weeks— 
and were still out of work. Even in 1956 and 1957, which are considered to 
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be years of high employment, more than 1 million workers were still out of work 
after they exhausted their State unemployment compensation benefits. Yet all 
of these workers were able and willing to work and were unemployed only 
because no suitable work was available for them. 

Of the number of workers who drew any benefits at all during the period from 
October 1, 1957, to September 30, 1958, almost 30 percent exhausted their bene- 
fits before they were able to find a job. In 25 States this ratio of exhaustions 
exceeded 30 percent. In six States and the District of Columbia it exceeded 
40 percent. In only four States was it less than 20 percent. In Detroit alone, 
107,000 were unemployed so long that they became double exhaustees, using 
up all their rights under both the regular and temporary unemployment 
compensation programs. 

Nor is the immediate picture much brighter. The Bureau of Employment 
Security has estimated that exhaustions are expected to continue at high levels 
averaging about 190,000 from April through October 1959 when 195,000 exhaus- 
tions are expected. The Bureau has estimated that more than 2% million 
workers will exhaust their benefits under State laws in the calendar year 1959; 
and about 900,000 in the first 6 months of 1960. 

The high number and rate of exhaustions results mainly from the limitations 
in State laws on the duration of benefits. It has been suggested by some that 
there should be no limitation on duration. In fact this committee’s technical 
Staff in 1946 stated: “Assuming the presence and effective administration of 
eligibility conditions, plus financial capacity, there would seem to be no neces- 
sary limit on duration.” 

In any case, however, the duration of unemployment benefits must be long 
enough so that a larger proportion of unemployed workers do not exhaust their 
benefits before they are able to find another suitable job. This is necessary not 
only because of the needs of the worker and his family but also if the unemploy- 
ment compensation system is to fulfill its function of maintaining purchasing 
power in the economy as a whole during periods of economic adjustment. 

While the President’s recommendation to the States of a uniform duration 
of 26 weeks for all eligible Claimants represents a substantial improvement over 
the present provisions of State laws—only eight States now meet this recom- 
mendation—even this seems too low to permit the system to achieve its objectives. 

Studies of exhaustees during the period 1954-56 indicates that many had 
been unemployed for close to 40 weeks. In New York which does provide a 
uniform duration of 26 weeks, 27 percent of those who had exhausted their 
benefits were still unemployed 4 months later. A study of postexhaustion 
experience in Oregon revealed that 72 percent of those who had exhausted their 
benefits were still unemployed and looking for work 2 months after benefits 
had ceased. 

The inadequacy of the duration provisions of-State laws was recognized by 
the Congress in 1958 when it enacted the temporary unemployment compensa- 
tion program. The experience under this program has demonstrated that a 
longer period than 26 weeks is needed. About 114 million different persons will 
have received some benefits under the temporary unemployment compensation 
program. Of these about 800,000 or one-half of all the claimants exhausted their 
TUC benefits by April 1, 1959. Since workers exhausting State benefits had 
drawn an average of about 22 weeks, it is fair to assume those exhausting TUC 
had received an additional 11 weeks on the average for a total of 33 weeks. 
And at the end of this period about 800,000 were still unable to find work. 

All the facts point to the need for extended duration. Along with increased 
benefits, the 39-week proposal in this bill would prevent unscrupulous employers 
from capitalizing on human misfortune and would give unemployed workers the 
opportunity to make vitally important adjustments. In the absence of retraining 
programs, travel allowances, and other aids provided in similar emergencies 
by socially advanced countries in other parts of the world, the very least we 
can do is to extend unemployment compensation benefits. This is especially 
necessary for young workers with little seniority and for older workers who 
find it so difficult, to get jobs once they are laid off. 

It should be clear, of course, that a duration of 39 weeks is only a potential 
duration that is available in the absence of jobs. It does not mean that all 
will draw benefits for 39 weeks. To get even a single week of benefits an unem- 
ployed worker must be ready, willing, and able to work and must not refuse an 
offer of suitable work. As jobs become available for the unemployed—and we all 
hope that they will—benefits will no longer be paid. The actual duration for 
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which workers will be unemployed and for which benefits will be paid depends 
on economic conditions, not the maximum period stated in the law. 


8. Unemployment compensation coverage is too limited 


Our experience in the present recession points up still another need. Of the 
13 million workers who were unemployed in 1958, only 8 million were able to 
establish eligibility for unemployment compensation. The fact that 36 percent 
of the unemployed receive no benefit payments at all is certainly a compelling 
argument for extending coverage and eliminating the rigid and unreasonable 
qualifications which block the receipt of benefits by applicants who are covered. 
In a number of instances the only real reason for the denial of benefits is the 
employer's desire to keep his payroll tax down. Balanced against the needs of 
unemployed workers and the needs of society at large, disqualification on such 
grounds is callous and antisocial, 

Similarly, there is as little justification for denying protection to the 12 million 
employees who are not covered by the system at all. Certainly, as Professor 
Haber has pointed out, fhere is no real reason for treating one group of wage 
earners differently merely because they happen to work for smaller employers. 
As a matter of fact, although they are generally in industries in which overall 
employment is expanding more rapidly than in manufacturing, such employees 
may need even greater protection because the firms they work for operate in 
more competitive areas of the economy and have higher “death” rates than other 
firms. In 1957, there were almost five times as many bankruptcies among mer- 
chants as among manufacturers. 


4. Provision of supplemental unemployment benefits in collective bargaining 

Since 1955, many unions and employers have, through collective bargaining, 
established supplemental unemployment benefit plans. These plans supplement 
the State system benefit provided for unemployed workers to some higher level 
which has been agreed to in the collective bargaining agreement. Under most 
plans the level has generally been fixed at 65 percent of an individual worker’s 
after-tax pay (which is equivalent of 50 to 55 percent of his gross weekly wages). 
The worker receives the difference between his State benefit and this amount 
under the plan. 

Supplementation of State benefits is only possible, however, if the States does 
not disqualify an employee from receiving State system benefits because of his 
entitlement to supplemental benefits or reduce his State benefits by the amount 
of supplemental benefit to which he is entitled. The negotiated agreements 
themselves require that no benefits will be paid in a State unless such State has 
ruled that supplementation is permissible. 

It is the clear consensus of the authorities in all but a very small minority of 
the States that the payment of private unemployment benefits of the kind provided 
for in supplemental unemployment benefit agreements of the type we have 
negotiated, will not affect an individual's right to receive State system benefits. 
Forty-two States have so held either by specific legislative action or by rulings 
of the State attorney general or administrator of the State employment security 
agency. Only two—Virginia and North Carolina—have held to the contrary. 
The conclusions of most of these 42 States have emphasized the stated purposes 
of the State unemployment compensation laws: To lighten the impact of in- 
voluntary unemployment on the worker; to help sustain the general economy 
through maintenance of the purchasing power of the unemployed; to encourage 
the stabilization of employment. All of these public purposes have been held 
to have been augmented and implemented through the establishment of supple- 
mental unemployment benefit plans. 

The supplemental unemployment benefit plans were thus negotiated to accom- 
plish the identical objectives of State unemployment compensation laws. These 
negotiated agreements reinforce and supplement the public program. Together 
they will have a stabilizing effect on employment and through benefit payments 
to unemployed workers from established reserve funds will both lighten the 
burden on the unemployed worker and maintain his purchasing power for the 
benefit of the whole State economy. 

When the Congress passed the orignal Social Security Act in 1935, the possi- 
bility of private guaranteed employment plans coordinated with State un- 
employment insurance laws, was recognized. Specific provisions in the original 
law, which are continued in the present Federal Unemployment Tax Act, were 
designed to encourage the adoption of guaranteed employment plans by per- 
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mitting reduced contribution rates under State unemployment compensation laws 
for employers who adopted plans. 

H.R. 3547 contains a specific provision to assure the accomplishment of these 
objectives and to make possible the payment of these supplemental unemploy- 
ment benefits in the two States where not now permitted. 


5. Recognition of the inadequacy of State laws 


Recognition of the inadequacy of the present unemployment compensation 
system is not confined to representatives of organized labor. Nor is it confined 
to those managements which have agreed in collective bargaining to supplemental 
unemployment benefit plans. 

The inadequacy of the benefit provisions of State unemployment compensation 
laws has been recognized by every single objective study that has been made. 

It was pointed out by President Eisenhower in his Economic Reports for the 
years 1954, 1955, 1956, 1957, 1958, and 1959. The President’s findings and his 
recommendations to the States were reemphasized and elaborated by his Secre- 
tary of Labor in letters to the Governors of all the States and in materials dis- 
tributed to all State employment security agencies. It was reechoed by Vice 
President Nixon in the spring of 1958. 

Yet not a single State has met the standards recommended by the administra- 
tion. 

Studies of the Federal Advisory Council on Employment Security have also 
pointed out the inadequacy of the present unemployment compensation program. 

The failure of the present system to do the job for which it was intended and 
the need for improvement has been spelled out in the reports of independent 
groups such as the Rockefeller Brothers Fund and the Committee for Economic 
Development whose boards and committees are composed largely of representa- 
tives of industry as well as labor and public representatives. 

Within the past week, 21 noted economists and students of the unemployment 
compensation program have issued a statement pointing out the weaknesses of our 
present system and the need for congressional action along the lines of H.R. 
3547. The list of those subscribing to the statement are: 

Gardner Ackley, chairman, Department of Economics, the University of Michigan. 
J. Douglas Brown, dean of the faculty, Princeton University. 
Wilbur J. Cohen, professor of public welfare administration, the University of 

Michigan. 
¥F.F. Fauri, dean, School of Social Work, the University of Michigan. 

Phillips L. Garman, professor of labor and industrial relations, the University of 

Tilinois. 

William Haber, professor of economics, the University of Michigan. 
Eleanor M. Hadley, associate professor of economics, Smith College. 
Alvin H. Hansen, professor emeritus, Graduate School of Public Administration, 

Harvard University. 

Frederick H. Harbison, professor of economics and director, Industrial Relations 

Section, Princeton University. 

Seymour E. Harris, littauer professor of political economy, Harvard University. 

Charles C. Killingsworth, director, Labor and Industrial Relations Center, 
Michigan State University. 

Richard A. Lester, professor of economics, Princeton University. 

Alton A. Linford, dean, School of Social Service Administration, University of 

Chicago. 

Clarence Long, professor of economics, the Johns Hopkins University. 

Charles A. Myers, professor of industrial relations, department of economics 
and political science, Massachusetts Institute of Technology. 

Gladys L. Palmer, research professor, the Wharton School of Finance and Com- 
merce, University of Pennsylvania. 

Arthur M. Ross, director, Institute of Industrial Relations, University of Cali- 
fornia 

Charles I. Schottland, dean, Graduate School for Advanced Studies in Social 

Welfare, Brandeis University. 

Sumner H. Slichter, Lamont University professor, Harvard University. 

Herman M. Somers, chairman, department of political science, Haverford College. 

Dale Yoder, visiting professor, division of industrial relations, Graduate School 
of Business, Stanford University. 

In fact, I know of no outstanding economist or of any public authority who 
has found that the existing unemployment compensation is adequate. All have 
called for basic improvements. 
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6. Federal minimum standards are necessary to achieve needed improvements 


In view of the almost unanimous recognition of the shortcomings of the weekly 

benefit amount, the duration of benefits and the coverage of the program one 
would assume that the necessary improvements would have long since been 
nade. 
Yet despite all of the findings of economists and committees, not one single 
State has met the annually repeated recommendations of the President. In 
fact, as already pointed out, weekly unemployment compensation benefits have 
deteriorated in every State since 1939. 

The reasons for the failure of the States to act are clear. They are the same 
reasons which resulted in the failure of States to enact unemployment compen- 
sation laws prior to the passage of the Social Security Act of 1935. 

Such reasons were stated in a report of this committee on H.R. 7260 which, 
when enacted, became the Social Security Act of 1935: 

“The failure of the States to enact unemployment insurance laws is due 
largely to the fact that to do so would handicap their industries in competition 
with the industries of other States. The States have been unwilling to place 
this extra financial burden upon their industries. A uniform nationwide tax 
upon industry, thus removing this principal obstacle in the way of unemploy- 
ment insurance, is necessary before the States can go ahead.” (H. Rept. No. 
615, 74th Cong., Ist sess., Apr. 5, 1935, pp. 8-9.) 

Unfortunately, the “uniform nationwide tax” contemplated by the committee 
no longer prevails. As a result of the additional credits against the Federal tax 
which are permitted to employers for amounts by which their State contribu- 
tions are reduced below 2.7 percent under the State experience rating systems, 
average tax rates in States vary widely. In 1938, when only one State had 
experience rating, the average tax rate for all States was 2.75 as compared to 
2.65 in the State with experience rating. In 1958, with all States having expe- 
rience rating, the average tax rate was 1.4 percent ranging from a low of 0.4 of 
1 percent in Virginia to a high of 2.7 percent in Alaska and Rhode Island. In 
12 States the average employer tax rate is less than 1 percent; in 8 it is 2 per- 
cent or more. In about a dozen States experience rating relieves many em- 
ployers from paying any unemployment compensation tax. In one State more 
than 94 percent of the employers had a zero tax rate. 

Experience rating has thus had a twofold effect. It has nullified the uniform 
nationwide tax rate contemplated by the Congress. It bas reduced the em- 
ployer’s unemployment compensation taxes by several billions of dellars. 

I do not believe it is necessary to discuss the pros and cons of experience 
rating at this time since neither H.R. 3547 nor any bill before the committee 
would eliminate the right of States to have experience rating systems. H.R. 
3547 would merely give to States the opportunity to reduce rates on a uniform 
as well as on an individual employer experience rating basis. 

It is, however, important to recognize that because of experience rating, the 
threat of interstate competition in tax rates has again entered into the unem- 
ployment program. 

Today, the basic reasons for the failure of the States to increase benefits to 
adequate levels are the same reasons which prevented States from enacting 
State unemployment insurance laws prior to the passage of the Federal tax 
offset provisions in 1935. Increased benefits in one State would increase costs 
and to increase costs would mean that the employers of that State would 
have to pay more into the State unemployment reserve fund. 

That this fear of interstate competition is the basic cousideration which Op- 
erates to hold down benefits, is clear to anyone who has attempted to seek 
improvements in unemployment compensation through State legislatures. Many 
examples of such threats have been already demonstrated in these hearings. 
And the tragic fact is that the very groups that have testified before this com- 
mittee in opposition to H.R. 3547 or any Federal action in the field of unemploy- 
ment compensation are those who are the first to exploit the threat of interstate 
competition before State legislatures in opposing benefit increases. 

The Indiana State Chamber of Commerce in a report entitled “Unemployment 
Compensation Legislative Issues—1959” stated the fear in this manner: 

“When unemployment benefit payments rise, either from a rise in unemploy- 
ment or the increasing of benefits through legislative action, the required funds 
can come from only one source—increased taxation. 

“Through the years, Indiana generally has enjoyed a favorable position among 
industrial States from the standpoint of being a low-cost State for unemployment 
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compensation purposes. It already has lost part, but not all, of this favorable 
position. 

“Industrial States as Michigan and Pennsylvania pay substantially larger 
benefits, for a longer period of time, than Indiana. But their tax costs also are 
substantially higher. 

“Because of their high tax costs—unemployment compensation and other- 
wise—they are losing industrial expansion—and inheriting more unemployment.” 

Paul C. Nicholson, president of the Nicholson File Co. listed the higher unem- 
ployment tax rate in Rhode Island as one of the principal reasons why his com- 
pany moved its 94-year-old operations in Providence, R.I., to Anderson, Ind. 

These are the considerations that prevent State action. These are the con- 
siderations that require Federal action to carry out the intent of Congress 
expressed by this committee in its report of nearly 25 years ago. The expecta- 
tions of this committee that the enactment of the Social Security Act in 1935 
would equalize competitive conditions through the imposition of the employment 
excise tax provided for in title IX have not been fulfilled. 

Federal benefit standards are necessary to prevent the competitive reductions 
in State tax contributions through low benefit amounts and short benefit dura- 
tions. 

This conclusion was reached as far back as 1946 by this committee’s technical 
staff which concluded that if “greater protection than is being provided by 
the least liberal law is necessary, while retaining the framework of the present 
Federal-State system, Federal benefit requirements are essential.” 

In considering the enactment of the standards contained in H.R. 3547, it is 
important to recognize that the concept of Federal standards is not new. From 
the very inception of the program States were required to meet certain standards 
both in the enactment and administration of their unemployment compensation 
laws. In fact, the Secretary of Labor has recently stated that there are now 
about 35 standards which must be met by the States. These standards controls 
the content of the State laws in major substantive areas. 

The minimum coverage of State laws is fixed by the congressional coverage of 
the Federal Unemployment Tax Act. In the area of disqualification for benefits, 
the State laws must contain the “labor standards” provisions set forth in section 
3304(a)(5) of the Internal Revenue Code. These preclude the denial of unem- 
ployment benefits under certain specified conditions. 

In the area of financing, State laws are completely controlled by the pro- 
visions of Federal law. While all States have experience rating systems, they 
have not been adopted by all the States in recognition of the soundness of 
individual employer experience rating as a method of financing a social insur- 
ance program. Experience rating has been universally adopted because it is 
the only way by which the Federal law permits States to reduce the contribu- 
tion rate below 2.7 percent. H.R. 3547 would relax this standard and would 
give to the States the option to reduce taxes either on a uniform across-the- 
board basis or on the basis of individual employer experience rating. 

One would assume that those who argue against Federal benefit standards 
would rally to support this provision of H.R. 3547, for it is directly in line with 
their stated principle that the States should be permitted to run their own 
unemployment compensation business. But, instead, they have been found 
opposing it. The reason for such an apparently anomalous situation is, how- 
ever, not difficult to understand. The trade association groups and the big 
business which they represent are in favor of a Federal standard which 
protects the financial advantages they enjoy from experience rating. Every 
stand they take on unemployment compensation legislation before Congress 
is dictated by their own financial interests. The States-rights flag is merely 
a camouflage to be used where appropriate. 

Our position that the existing Federal standard, which in effect requires ex- 
perience tax rates if those rates are to be less than 2.7 percent, should be relaxed 
is not based on a States-rights position. We know the pitiful results which 
experience rates have produced in the form of vicious disqualification provisions, 
unreasonably .high earnings requirements, cancellation of benefit rights, and, 
worst of all, the baseless, unreasoning, devious contesting by employers of all 
claims which may adversely affect their tax rates. Every device imaginable 
is employed to beat down, wear out, and defeat the unemployed worker who 
has the temerity to file a claim for benefits. Trade associations encourage this 
process of contesting all claims. They point out the dollars are involved in a 
claim. And they say that no matter if the employer does know that the worker 
is entitled to benefits under the facts and the law, he should still contest the 
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claim because that will delay things, cause the State agency to investigate and, 
maybe, cause the worker to give up the whole thing as an impossible fight to win. 

I, therefore, urge that the committee approve the provision of H.R. 3547 
which relaxes the present Federal tax standards to afford the States at least 
the opportunity to ameliorate the reprehensible effects of experience rating. 

In urging enactment of the minimum Federal benefit standards contained in 
H.R. 3547, I do not mean to imply that such standards will eliminate the dif- 
ferentials in tax rates between the States. What will be eliminated will be the 
opportunity to keep tax rates low in a State by keeping benefit amounts and 
duration low. It will permit States that desire to improve their unemployment 
compensation benefits to do so without having to face the threat of losing industry 
to States with substandard benefit rates. 

It is significant that the Governors of 15 States, representing a cross-section 
of industrial and farm States, have called for the enactment of Federal minimum 
benefit standards. These 15 States of Alaska, California, Connecticut, Iowa, 
Kansas, Maine, Massachusetts, Michigan, Minnesota, Nebraska, New Jersey, 
Ohio, Pennsylvania, Washington, and Wyoming have more than 43 percent of 
the work force covered by the unemployment compensation program. If the 
report “Challenge to America,” issued by the Rockefeller Brothers Fund in 1958 
and prepared by a panel of which Nelson Rockefeller was chairman, is accepted 
as representing the views of Mr. Rockefeller as Governor of the State of New 
York, which has 12.2 percent of the covered work force, Governors in States with 
more than 55 pereent of the workers under the program are already on record 
in favor of Federal action. 

In contrast, the eight members of the executive committee of the Governors 
conference, plus Governor Hatfield, of Oregon, who favor the administration 
approach of leaving to to the States, represent States having less than 13 per- 
cent of the workers covered by the program. And the average employer tax 
rate in all but two of these States in 1958 was below the 1.4 percent average rate 
in all the States. 

While the opposition of those who benefit from low tax rates is at least under- 
standable, I can see no sound basis for the opposition of the present administra- 
tion of President Eisenhower to Federal benefit standards. Federal benefit 
standards merely incorporate the standards which he has been urging the States 
to adopt since 1954. His Secretary of Labor has pointed out that the concept 
of Federal standards is not new. And Federal standards do not require one 
single dollar of appropriation on the part of the Federal Government. 

In fact, the enactment of Federal standards now will eliminate future demands 
on the Congress for Federal action and Federal funds every time a recession 
threatens and the inadequacy of State laws are brought into sharp focus. 


7. Provisions for reinsurance grants 


_As already indicated, the enactment of Federal benefit standards will not 
result in the elimination of cost differentials between the States. It will only 
remove those differences which result from the payment of substandard weekly 
benefits for too short a period. 

Differences in unemployment costs between the States also are caused by 
differences in the extent of unemployment within the States. Although reces- 
sions and business slumps are caused by nationwide forces, they have differing 
effects on the several States. At any one time the rate of unemployment will 
vary greatly from State to State. 

Despite the nationwide character of the major forces affecting employment, 
the present law requires each State to finance its own benefit costs. Although 
provision is made for loans to States whose unemployment reserve funds are 
low, the ultimate cost of the repayment of such loans falls on the employers in 
the borrowing State. 

The proposals before this committee would use the excess funds accumulated 
from the Federal unemployment tax collections to provide grants rather than 
loans to the hard-hit States. The amount of the grant is three-fourths of the 
State’s benefit costs above 2 percent of the taxable payroll. To be eligible for 
a grant, a State must have met the specified minimum financing provisions of 
the bill for a period of years; its reserve fund must nevertheless have declined 
below a specified level. 

These provisions for “reinsurance grants” recognize the nationwide character 
of unemployment. At the same time, by requiring States to meet all costs of 
unemployment below 2 percent, to bear a part of the costs of excessive unemploy- 
ment, and to meet standards of adequate financing, it eliminates any incentive 
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for a State to shift to the Federal Government costs which are a proper State 
responsibility. 

The enactment of H.R. 3547 will, for the above reasons, remove the barriers to 
effective State action and make the employment security program one which will 
meet the needs of the unemployed workers and their families and the economic 
needs of the communities in which they reside. 

8. Federal action is needed now 


With a number of business indicators moving upward, there will no doubt be 
many who will argue that there is no need for a change in our unemployment 
compensation laws. The truth is that the need is still great. 

The severest recession of the postwar period, a recession in which about 18 
million people experienced some unemployment during the 12-month period trom 
October 1957 to October 1958, is now almost 2 years old. Nevertheless, accord 
ing to latest reports, 12 percent or more of the labor force in 11 major labor mar- 
ket areas in the country is still looking for work ; 74, approximately one-half, of 
all such cases (four more than at the lowest point of the recession ) and 1938 of 
the smaller ones (10 more than those reported in January 1959) are still being 
classified as areas of substantia) Yabor surpass ant Whe Nation & (6 
still suffering from a rate of unemployment higher than at any corresponding 
WW 

For the week ending March 28, weeks of unemployment covered by continued 
unemployment couipenusation claims were about 400,000 higher than in 1955. In 
addition, about 2 mMion unemployed were Wy NO WENEKS 
at all. Many of them and many of those receiving benefits too small to meet 
Haye Ween compelled CG Cor celiet, The rise in general 
relief rolls of local government and the increase in the number of people receiving 
utter, deur, and other staples from the federal Goverument has been noted. 

In the two previous recessions, unemployment was Oeady 
at this stage of the game. There is no clear downward trend at the present time. 
Instead, the seasonally adjusted rate of unemployment has moved almost hori- 
zontally since last November. As a result, optimism on the part of the unem- 
ployed at the outset of the present recession has given way to bewilderment and 
in some areas bewilderment is now giving way to demoralization and even de- 
spondency. On March 16, the New York Times presented a study of the unem- 
ployed, of the people behind the statistics, which should be required reading for 
the President of the United States, every Member of Congress and the chief 
executives and the legislators of every State of the Union. This story of idle 
workers “who have tramped the streets month after weary month, with nothing 
to show for their efforts but holes in their shoes and a growing pile of debts,” 
forms “a gray backdrop for reports of higher production, higher sales, higher 
profits, higher wages and other indices of returning prosperity,” says the Times. 

In New York, a Times reporter, interviewing job insurance claimants, spoke 
with a former garment industry employer who had been searching for a job for 
14 months. “I keep telling my wife it’s fortunate that I was born with a strong 
heart and a weak mind, but I’m really at the end of my rope,” the man admitted. 

From West Virginia, a Times reporter wrote: “Tension and despondency bred 
by long idleness are evident in the hopeless complaining tone of miners who have 
returned in disgust from job-hunting expeditions in Cleveland, Columbus, and 
Detroit.” 

In Whitesville, W. Va., where almost 10 percent of the 700 children enrolled in 
Whitesville Elementary and Junior High School were coming to school without 
any breakfast, the principal called an emergency teachers’ meeting. 

“Starting tomorrow,” he said, “all children who are completely destitute and 
look undernourished will be given a cup of cocoa and a hot biscuit at the start 
of school each morning in addition to the regular hot lunch. Maybe some 
scrambled eggs, too.” 

And in Detroit, the wife of one unemployed worker remarked, “I think the 
situation here in the Detroit area is just as desperate as if we had been hit by a 
tornado.” And her husband added, “For me it’s no recession, it’s a depression.” 

In another recent closeup view in U.S. News & World Report (March 30, 
1959), a steel union leader in the Pittsburgh area reported that men, some of 
whose wives have had to go to work in laundries for 75 cents an hour, are now 
talking about setting up another WPA. 

I don’t think that we need to belabor the fact that the problems of these people 
are everybody’s problems. Certainly it is not the unemployed workers and 
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their families alone who lose out when women go to work and men stay home 
and do the housework, when family tensions grow and racial feelings become 
more intense, when young people find their job opportunities limited, when 
marriages are postponed, and when crime and delinquency become more wide- 
spread. 

hese things are happening; they are not the result of my morbid imagi- 
nation and you don’t have to go to the labor press to read about them. You 
can read about the rising tide of applications for psychiatric help which psy- 
chologists believe is due to “recession-induced instability” in the Wall Street 
Journal of April 23, 1958. In the same issue, you can read about the rising 
)usiness thefts by “financially strapped employees.” Or if you pick up the New 
York Times article I referred to, you can read about the increasing number 
of arrests for nonsupport in Kanawha County, W. Va., where the sheriff be- 
jieves that some men are deliberately going to jai) so that their wives can apply 
to the State department of public assistance for help. 

These things are happening, they do have far-reaching social consequences 
and they are unquestionably correlated with the curent recession. 

The necessity modernizing oar unemployment compensation system was 
apparent even before the recession set in and it wil) continue to be apparent 
for some time to come. 

actually years of relative stagnation. During a great part of the perivd from 
1932 to 1957, he economy was operating cousideraily below capacity, Unem- 


poyment was d.) percent of the labor force in 1954, 4.4 percent in 1955, 4.2 per- 
cent in 1956 and 4.1 percent in the first half of 1957. Pven in 1953, a year in 
Was HElOW Percent, Of all Meneficlaries exhausted 
all the unemployment compensation benefits to which they were entitled. Even 
(a 1956 there were 23 major and 65 smafler distressed labor market areas, ac- 
cording to a study pub)ished by the Library of Congress. In my own State, a 
number of communities were suffering from chronic, hard-core unemployment 
for many months before the recession began. The recession only accentuated 
and made more crushing the burden they had to bear. 

But the outlook for the future is an even more compelling argument for 
modernizing our obsolete unemployment insurance system. For the period 
immediately ahead, the prospects for the unemployed remain grim. Even if the 
administration is correct in its assumption that gross national product will hit 
$480 billion at an annual rate during the fourth quarter of this year, we will 
still be confronted with an unemployment problem of serious proportions. 
Four hundred eighty billion dollars represents a rise in gross national product of 
6 percent between teh fourth quarter of 1958 and the fourth quarter of 1959. If 
it is a genuine increase in the quantity of goods and services rather than any 
inflation of the price level, it means that unemployment will still be as high as 5 
to 514 percent of the labor force at the end of the year. 

The basis for our projection is as follows. In the past year we have had an 
explosive jump in productivity. According to an article in the March 1959 
issue of Fortune magazine, private nonfarm output per man-hour rose more 
than 6% percent just since the middle of 1958. Assuming that this tapers off 
and that productivity rises by only 4 percent between the fourth quarter of 1958 
and the fourth quarter of 1959, about two-thirds of the expected increase in real 
national product during the corresponding period will come as a result of a rise 
in output per man-hour rather than an increase in employment. Part of the re- 
maining increase in output will result from a rise in working hours, which were 
still below 40 per week on the average in all manufacturing industries combined 
in February of this year. 

A 4percent rise in productivity and a modest increase in working hours to 
prerecession levels would mean less than a 2-percent increase in jobs. However, 
even if the number of jobs increased by 3 percent, nonfarm wage and salary 
employment would still remain below the prerecession level. Moreover, if 1 
million people are added to the work force, something which Commissioner 
Clague of the Bureau of Labor Statistics indicated may very well happen. we 
will be plagued at the end of the year with an unemployment problem only 
slightly less serious than the one we face today. Three to three and one-half 
million people, 5 to 544 percent of the labor force, will still be tramping the streets. 
(Actually, this is a conservative estimate. Even Secretary Mitchell anticipates 
unemployment “in the neighborhood of 3 million” by October, a month in which 
unemployment is normally at its lowest.) Furthermore, if scare buying in 
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steel, copper, and other items dies down as it most certainly will, if consumers 
continue to postpone the purchase of durable goods as they now are doing, and 
if the Federal Government clings to its budget balancing obsessions, business 
activity will slow down during the latter part of the year and high rates of 
unemployment may well be carried over into 1960. 

Any way you look at it, the unemployed are caught in a pincers movement. 
In industry after industry, technological change is steadily whittling away at 
the number of workers required to satisfy any given level of demand while, at 
the very same time, growth in demand is being unduly restrained by the tight- 
money, budget-balancing mania of the administration and the administered 
pricing policies of big business. 

In the longer run, the outlook for many will be equally grim. As I said in 
my testimony on the area redevelopment bill before the House Banking and 
Currency Committee, if the recession were to end tomorrow and production were 
to be restored to prerecession levels, many of the major areas of substantial 
labor surplus would still be plagued with unemployment greater than 6 percent. 
The same unfortunate condition would also prevail in many of the smaller labor 
market areas. As a matter of fact, the number of chronically distressed areas 
will in all probability increase in years to come since the forces that make for 
chronic distress will continue to operate with increased intensity in most parts 
of the country. Rapid economic and technological change is inflicting chronic 
unemployment on community after community and State after State across the 
face of the Nation. In Detroit, even if, in the years ahead, car output should 
return to the peak levels of the past, the toll of job opportunities in the area 
taken by automation, decentralization, the decline of defense production, and the 
demise of car producers and parts suppliers formerly in operation in Detroit will 
leave unemployment at intolerably high levels. 

Shortly before I appeared before the House Banking and Currency Committee, 
the New York Times story of March 16 noted that economists employed by the 
State of Pennsylvania are haunted by the prospect that Pittsburgh, “the Nation's 
crossroads of steel and coal production,” will be added to the list of communities 
suffering from chronic large-scale unemployment. And in the mining areas of 
West Virginia, the Times reports, ‘‘the specter of permanent pools of idle workers 
is even more tragically present.” 

Before the 1957 downturn began we had a larger pool of long-term unemployed 
than existed prior to 1948 and 1953 downturns. Moreover, there was a sig- 
nificant difference in the recovery periods of the three postwar recessions. In the 
pickup from the 1949 recession, a 1.78 percent recovery of production was suffi- 
cient to wipe out 1 percent of the job loss. In the 1954 upturn, the ratio was 
2.33 to 1 percent. In the current recovery period it rose once again—a recovery 
of 3.23 percent of the production loss was required for each 1 percent recovery 
of the job loss. These facts would also seem to indicate that our unemployment 
problem is not one that is likely to disappear tomorrow. 

A great part of what has happened can be attributed to the growing impact. 
in manufacturing industries of automation and rapid technological change. In- 
dustries have spent huge amounts of money on research and development. 
Between 1953 and 1957, such expenditures nearly doubled and they are now 
running at a rate of about $9 billion a year. 

Labor welcomes the stepped up activity in research and development and looks 
forward to the contribution it will make to the wealth and productive power of 
this country, but rapid technological change also creates dislocations. Some 
people get hurt and it is the job of the labor movement to see that the entire 
burden of the adjustment to a new technology is not thrown upon the shoulders of 
those who are least able to bear it. However, we cannot do that job alone. 
Unless the Government acts more vigorously, unless it takes its responsibility 
to promote full employment more seriously, and unless it does something in the 
meantime to help those who remain idle through no fault of their own, many 
Americans are likely to remain unemployed for some time and will be forced to 
subsist on an un-American standard of living. 


CONCLUSION 


It is nearly 25 years since the original Social Security Act, which gave 
birth of the Federal-State unemployment compensation system, was enacted. 
This system and its operations have been studied by a number of advisory 
groups and commissions. The staff of your own committee has had the opportu- 
nity to review and assess this unemployment compensation system. 
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Running like a regular thread through these reviews and evaluations have been 
two major strands: one revealing that the unemployment compensation system 
has come to be our No. 1 defense against the social and economic misery of 
recessions and depressions ; the second that this system is in need of certain basic 
improvements if it is to fulfill its functions properly. ; 

The unemployment compensation system remains almost uniquely a form of 
economic assistance which does not and should not arouse ideological reactions 
from either the Republican or Democratic side of our political life. Those who 
feel that the Federal Government has a responsibility for underpinning the 
basic security needs of workers in a modern industrial society can and do insist 
on the necessity for a strong and adequate system ; by the same token, those who 
seek to minimize Federal interference in our economic life can and should support 
a strengthened unemployment compensation system to help reduce the need 
for other forms of regulation and control when recessions strike. 

As I say, there is a wide area of agreement. In addition, there is widespread 
political agreement that the system stands in need of substantial improvement. I 
have already referred to the numerous advisory committee reports, and the 
annual requests since 1954 by the President to the States to make important 
changes in the unemployment compensation system. 

This committee has a unique opportunity before it. Directly and quickly it 
can improve a social system which both sides of the political aisle agree stands 
in need of improvement. There is no need for further delay. This committee 
can put these necessary changes into effect by passing the Federal unemploy- 
ment compensation standards bill which it is now considering. In taking this 
action, the committee and the Congress will not involve the U.S. Government 
in uny new budgetary outlays. 

As I contemplate the great wealth of our Nation, our ever-improving techno- 
logical and industrial capacity, I cannot believe that we will deprive unem- 
ployed workers, who are so often the victims of this technological advance, of the 
mouest security which this legislation can provide them. 


Mr. Carey. May I present to you now some of the highlights and 
points in his testimony which I believe should be emphasized. 

I am appearing in support of H.R. 3547 and similar bills which 
have been introduced in the House of Representatives by Congress- 
men Kartsen, Machrowicz, and 6 other members of the Ways and 
Means Committee, along with more than 120 Members of the House. 

These bills are designed to establish higher standards of unemploy- 
ment compensation in this country. They offer this committee and 
the Congress an opportunity to remove the barriers to state action and 
to make the unemployment compensation program one which will 
more adequately meet the needs of the unemployed workers and their 
a and the economic needs of the communities in which they 
reside. 

The gross inadequacies of existing unemployment compensation 
systems are Unemployed workers and their fami- 
hes are in trouble use we have failed to ph them either the o 
portunity to work, or sufficient protection of their living standa 
to allow them to continue to live in decency and dignity until the 
opportunity to work is restored. 

ur American economy has been in trouble, it is still not out of 
trouble, and as sure as winter follows summer it will get into trouble 
again and again, until we learn to strengthen it more effectively by 
measures which must include the kind of proposal now before you. 

In a free, dynamic, growing economy, there will be continuous 
change in consumer tastes and needs, there will be a continuous de- 
velopment of new products or services which may render old products 
or services obsolete, there will be a steady influx of new business enter- 
prises accompanied by a weeding out of inefficiently managed firms. 

There will be continuous changes in markets and in sources of raw 
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materials or power, there will be a thousand and one forces which 
will cause some business enterprises to decline, to reduce their working 
force temporarily or permanently, or even to close their doors. 

In many cases, as we have found already under the impact of auto- 
mation, and as we shall find to an even greater extent with the further 
development of industrial atomic energy and eventually solar energy, 
there have been and will continue to be large-scale shifts of industry 
from one location to another. 

All of them, involve at least temporary unemployment of workers, 
and in some cases there may be unemployment over relatively long 
periods before new employment opportunities open up for all the 
workers affected. 

For all of us, economic change and dynamism produce benefits in 
which we share. For some of us, however, at any given time, they 
produce unemployment. In the absence of an adequate unemploy- 
ment insurance system, the cost of obtaining the benefits of economic 
change fall with crushing force on the families of those whose jobs 
are eliminated in the process. 

It is not only illogical that the costs should fall with crushing 
weight on those haphazardly selected by blind economic forces, while 
the benefits are shared by all—it is immoral. 

The establishment of adequate minimum standards of unemploy- 
ment compensation throughout the country is not only a matter of 
justice, but of economic commonsense. One of the most frequent sub- 
jects of comment with respect to the current recession, both by business- 
nen and economists alike, is the cushioning effect of various social 
security measures, 

Unemployment compensation in particular, by helping to main- 
tain some purchasing power in the hands of unemployed workers, 
slowed down the rate of decline in the economy and speeded up the 
rate of recovery. 

In round figures, it is estimated that even our present inadequate 
unemployment compensation system contributed some $4 billion in 
much-needed purchasing power during the 12-month period from 
October 1957 to October 1958. 

An adequate unemployment compensation system is one of the most 
effective of antirecession devices. It has been referred to by Presi- 
dent Eisenhower as “our first line of defense.” 

If it is financed with sufficient reserves it is doubly counter-cyclical— 
it not only puts dollars into the pockets of consumers when they need 
them most, and when the economy most needs their added spending, 
but it draws those dollars off and puts them into the reserves for the 
most part in periods of buoyancy, when they can best be spared. 

Our present unemployment compensation system, however, is only 
doing a part of the job it should in adding strength and stability to 
the economy, because it provides nothing at all to far too many jobless 
workers, not enough to most of the rest of them, and frequently for too 
short a time. 

When we consider the consequences of those policies which we adopt 
today, we must not confine our view to our own country. Hunger and 
want such as far too many American families are suffering today are 
in themselves proper subjects of deep concern for us, but our concern 
must be sharpened by the fact that they are also material for headlines, 
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not only in Moscow and Peiping, not only in Warsaw and Bucharest 
and rrague, but in New Delhi, Jakarta, and Accra. 

The basic issue before this committee and the Congress is whether 
the Federal interest in the unemployment compensation program is 
sufficient to warrant the Federal Government having some responsi- 
bility for the determination of policies regarding the amount, duration 
and eligibility for benetits. 

Unemployment compensation in this country was the direct result 
of Federal action. It was the passage of the Social Security Act of 
1935 by the Congress that resulted in the enactment of State unem- 
ployment compensation laws. 

In passing the Social Security Act, it is clear that the Congress 
intended to accomplish more than the enactment of mere token unem- 
ployment compensation laws. 

It ceded to the States access to a 2.7-percent payroll tax. In return, 
it expected a system that would give adequate relief to the unemployed. 

This was recognized by the Supreme Court of the United States 
in upholding the constitutionality of the unemployment compensation 
provisions of the Social Security Act. The court, through Justice 
Cardozo stated : 

An unemployment law framed in such a way that the unemployed which look 
to it will be deprived of reasonable protection is one in name and nothing more. 

With regard to the weekly benefits amounts there are a whole 
battery of tests which expose the inadequacy of our present unem- 
ployment compensation laws. 

Qur present system is a long way from meeting the objective of a 
benefit amount sufficient to maintain an unemployed worker and his 
family without their having to turn to other programs for assistance. 

A substantial number of unemployed who were able to meet the 
requirements of State unemployment compensation laws have had to 
depend for additional assistance upon local relief agencies and the 
Federal surplus food program. From October 1957 to October 1958, 
general relief roles of local governments increased 30 percent. 

In December 1958 over 5 million people were receiving butter, flour, 
and other staples from the Federal Government. 

Unemployment compensation laws when originally enacted were 
intended to provide an unemployed worker with 50 percent of the 
wage loss he suffered during the week of total unemployment. This 
standard has been repeated annually by President Eisenhower. 

Fifty percent of his prior wage is the weekly benefit that an unem- 
ployed worker would receive in most States today if it were not for 
the limitation imposed by the low maximum weekly benefit amounts. 
For example, when a State law has a maximum weekly benefit of $30, 
all workers earning up to $60 a week are permitted to qualify for a 
weekly benefit of one-half of their prior weekly wage. A worker, 
however, who earns $85 a week—which was about the average weekly 
wage earned by all workers covered by the unemployment compensa- 
tion Progen in 1957—would be entitled to the maximum weekly 
benefit of $30, but in his case the weekly benefit equals only 35 percent 
of his prior weekly wage. 

Although it has been argued before this committee that higher 
maximunis than those now fixed by State legislatures will make unem- 
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ployment too attractive, this argument has not been accepted in the 
past by the technical staff of this committee. 

In its 1946 reports entitled “Issues in Social Security,” the staff 
pointed out that there was no reason to assume that the higher paid 
worker would have his “will to work” dulled by a weekly benefit of 
one-half his wage while the low paid worker who receives one-half 
his weekly wage would not be so affected. 

The 1946 report stated certain yardsticks as to what the weekly 
maximum might be. It seoupebael: that it must be high enough not 
to requre undue reduction of living standards; that it should be 
adjusted to the rise and fall of wage rates; and, finally, that it not be 
so low as to produce a flat benefit for a substantial number of unem- 
ployed workers. 

The President has stated these same criteria in another way. From 
1954 on, he has urged the States to increase their maximum weekly 
benefits so that the great majority of covered workers would be able 
to receive 50 percent of their gross weekly wage when unemployed. 

This committee has already had adequate data and testimony pre- 
sented to it to demonstrate that the maximum benefits under State 
laws are too low. In every — State the maximum weekly benefit 
on January 1, 1959, was a smaller percentage of the average weekly 
wages in such State than it was in 1939. 

Gheuaies enacted by the several State legislatures during the past 
few months have not altered this conclusion. 

As a result too many workers who are drawing benefits are victim- 
ized by the weekly maximum and are receiving benefits of less than 
50 percent of their prior weekly wages. 

t should be clearly understood of course that the requirement of a 
maximum weekly benefit of 6624 percent of the State average weekly 
wage does not mean that any unemployed worker will receive 6624 
percent of his own weekly wage. 

No worker need be paid more than 50 percent of his own weekly 
wage. 

.R. 3547 in gearing the maximum weekly benefit amount in a State 
to the average weekly wage in that State also eliminates the bugaboo 
of uniformity that has been injected into these hearings by the oppo- 
nents of Federal action in the field of unemployment compensation. 
It recognizes the differences between State economies without per- 
mitting the States to accentuate these differences through the threat 
of substandard unemployment compensation payments. 

The picture—when one looks at the period for which benefits are 
aid—is no brighter. Asa result of the inadequate duration of bene- 
ts payable under State laws, almost 30 percent of the workers ex- 

hausted their benefits before they were able to find a job. 

Studies made in several States have demonstrated that a period of 
39 weeks for all claimants is necessary if the program is to serve its 

urpose of tiding most workers over during periods of unemployment. 
ven in the good years of 1956 and 1957 more than 1 million workers 
were still out of work after they exhausted their State benefits. 

It is not necessary to go into more detail as to the inadequacies of 
our State unemployment-compensation laws, These inadequacies 
have been recognized by every single objective study that has been 
made down through the years. 
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Decency and elementary humanitarianism cry out for the proposed 
improvements in unemployment compensation standards. Simple, 
basic justice requires favorable action by Congress to end the suffer- 
ings and hardships that inadequate and too brief unemployment com- 
pensation payments have caused hundreds of thousands of Americans 
in the past. Simple, basic justice demands that other hundreds of 
thousands be saved from similar deprivation and misery in the future. 

Mr. Chairman, with the permission of the members of the committee 
I would like to comment on the testimony of the representative of 
the Chamber of Commerce for the United States of America. He 
happens to be the same man who presents the case for the General 
Electric Co. to our negotiating committee. In my presence just a 
few months ago Mr. Willis ame as a main reason for not provid- 
ing supplementary unemployment compensation that the General 
Electric Co. and the employers generally were seeking the improve- 
ment in the standards of unemployment compensation. 

The statements he made before us, and I quote what he said to 
was directly in conflict with what he told this committee. I discu 
this in part with Mr. Mason before this hearing got underway. Mr. 
Willis told us on September 18 that unemployment compensation 
should not be discriminatory between (1) an employer and his com- 
petitors, (2) employees of different competitors, and (3) all employees 
in the same company. 

This was in reference to the fact that in GE we have employees cov- 
ered in Georgia and other Southern States, plus Western, Eastern, and 
Northern. We take point 1, regarding no discrimination between an 
employer and his competitors. Mr. Willis shows on page 11 of his 
statement that in Massachusetts the tax rate is 1.7 percent, but in 
Florida, 0.8 percent. In New a where GE just closed down a 
— with a thousand employees, the rate is 1.9 percent, while in 

exas where the work was moved to it is 0.6 percent. 

In Rhode Island the rate is 2.7 percent, while in South Carolina 
it is 1.2 percent, and so on. 

An employer in the high-rate States is discriminated against as 
compared with one in a low-rate State. While this difference is not 
the sole factor, when it is combined with differences in wage rates 
and fringe benefits it makes an overwhelming case for many employers 
to seek an unfair competitive advantage by moving to a low-rate State. 

These high-rate States I mentioned are all, incidentally, States 
where GE had plants and moved them to the low-rated States, some 
of which I mentioned. 

Take Mr. Willis’ point No. 2. Certainly an employee of a company 
in a higher benefit State has a —— advantage over one in a 
low-rate-benefit State. For example, in GE’s presentation to our 
union on September 19, 1958, GE stated that its aim was to assure the 
unemployed 50 percent of their average wages. Yet GE is located in 
States where this is impossible. Even in New York it is impossible 
to tae 50 percent of wages if wages are $2.25 an hour or more. 

n New Jersey or Massachusetts it is impossible if the wages are 
$1.75 or more. 

In Ohio a single person earning over $1.65 an hour could not get 
50 percent. In Indiana the top limit for anyone is $1.65. In Virginia 
and Alabama it is $1.40. 


ff 
d 
yf 
y 
yt 
n 
t 

: 


862 UNEMPLOYMENT COMPENSATION 


We take point No. 3 a GE employee in Georgia who earns $1.75 
an hour can get a mamimum of $910 in New Jersey, $1,170 in New 
York, $600 in Georgia, and $480 in Florida. Is this discrimination 
between employees of the same company ¢ 

Furthermore, Mr. Willis points out that on the whole employees 
got increased unemployment-compensation benefits larger than the 
increased cost of living since 1939. Alabama real benefits fell from 
$300 to $272, in Florida from $240 to $233. Mr. Mason asked me if 
these employers were serious about the fact that there is an unfair 
competitive situation. 

In General Electric propaganda papers directed to their employees, 
the company sets forth the fact that there is an advantage to move their 
plants out of Massachusetts because’‘of unemployment and workmen’s 
compensation costs. 

They have been blackmailing a considerable number of communi- 
ties, opposing any improvements by the States on the grounds that 
they will lose industry. They are moving plants out of the State of 
Indiana, out of New Jersey, and elsewhere. I hope that this com- 
mittee will recognize that thousands of American workers, the most 
productive people in the world, are being hurt by these actions. 

Employers say that is not a matter for collective bargaining; that 
is a matter for the States. There is a measure of hypocrisy asso- 
ciated with the problem. I would suggest, Mr. Chairman, if the 
law that we enacted in 1935 is to remain a Federal-State unemploy- 
ment compensation program, then we ought to make sure that when 
the Federal tax-offset law provides the State with the opportunity of 
enacting some measures, such as weekly benefit amount and dura- 
tion, that is what it means. 

A State has methods now of providing an incentive to employers 
by which their tax payments may be reduced. That results from a 
Federal standard. Tt requires experience rating in all the States. 

I hear some discussion that this program that has been proposed 
by the eight members of this committee would eliminate the State 
influence over these matters. 

There is no effort here by these bills to impose upon the States 
conditions that are not acceptable to the people directly affected. 
The employers tell us that they want these standards to be established 
to eliminate unfair competition, but the reason the good Governor 
of New Jersey can’t do much is because he has been threatened, as 
have other Governors and other States, that if they carry out the 
wishes expressed by President Eisenhower and improve their stand- 
ards, they will lose industry. 

Governor Meyner has been confronted with General Electric’s 
action in closing down a plant employing 1,000 people and moving 
the operations down to Texas, and I might note that those workers 
in that Texas plant are members of the same union. Now GE is 
telling those workers in Tyler, Tex., that they have to be competitive 
and that because the wages established in Tyler, Tex., are much lower 
than gd were in Bloomfield, N.J., the company found it necessary 
to open three operations in Puerto Rico. 

We see companies cing their operations like gypsy caravans all 
over the country looking for what they claim is a better business 
atmosphere. We see companies like Singer Sewing Machine now 
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manufacturing their products in Scotland. We see companies con- 
tending that they can’t compete and moving their operations to Japan, 
while the American market is right here. At the same time manage- 
ment pro agandists attempt to spread the slander that American 
workers don’t want employment, or would prefer to get 50 percent of 
their wages through unemployment compensation rather than a hun- 
dred percent of their — 

By the way, it certainly ought to be clear enough today that bene- 
fits of 50 percent are only 50 percent of workers’ money income. They 
lose, things like insurance, pension programs, and other valuable 
fringe benefits when they are pron way 2 by these companies. 

I don’t think anyone could vote against these proposals in good 
conscience if they had the full facts. I don’t see how they can so use 
States rights against the rights of the people. It is an argument that 
I heard in Moscow. It is a false argument I heard in other places, 
that the States have rights that are superior to those of the people. 

I would appreciate the opportunity of answering any questions 
raised in the Reuther statement or by the chamber of commerce or 
other witnesses. 

We would, of course, like to see a unanimous favorable vote in this 
committee. 

If some do not feel that they can vote at least once in the interest 
of their constituents and all the people they might even refrain from 
voting. But on this question, Mr. Chairman, I can’t see how anyone 
with the knowledge possessed by the members of this committee could 
be opposed to this legislation now under consideration. 

The CuHamman. Mr. Carey, we thank you, sir, for coming to the 
committee, and I think all of us are thoroughly convinced now that 
you have again demonstrated your own knowledge of this particular 
matter as you have others in the past that have been the subject 
of hearings before the committee. We appreciate your coming to the 
committee. 

I know there will be questions of you because of your knowledge of 
this subject and because of the position that you hold. 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes. I have one brief question, Mr. Carey. A good part of 
your statement was directed to this matter of competitive advantages 
resulting from the presentation with the variance in benefits and thus 
the variance in tax. Is it really the solution as far as the basis of your 
contention is concerned to simply have a Federal system and thus have 
uniform benefits throughout the country. You could have a uniform 
tax. Even if you used the experience rating, it would be the same in 
all States and in all areas. 

Isn't that really what you are asking for in the final analysis on the 
basis of the criticisms that you make of the present system ? 

Mr. Carry. No, sir; I don’t think you have to have a Federal system. 
You can have a Federal-State system as we are supposed to have now. 

Mr. Byrnes. My point is, though, where do you let the State come 
into the picture if you carry out to the full extent the points that you 
make! 

Mr. Carey. Sir, I am not favoring a purely State system, although 
I hear some people want to modify the present Federal-State arrange- 
ment to make it a purely State system. They imply they will raise 
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all the necessary funds within the State and administer the program 
entirely within the State. 

We have to deal with problems of unemployment that are not pro- 
duced within the State alone. Some of these problems of unemploy- 
ment are nationwide. Some of the industrial enterprises that con- 
tribute to the problem have operations in many States, like the one I 
cited, General lestria. Some of them have operations in other parts 
of the world. 

All I ask is that we have a Federal-State system that really func- 
tions. 

Mr. Brenes. Why shouldnt it be a Federal system Maybe Coan 
get the answer that way ? 

Mr. Carer. The reason is i¢ was not voted that way in 1935, 

ae Byrnes. We didn’t vote to establish Federal standards at that 
time 

Mr. Carry. Are you in favor of a Federal system ? 

Mr. Byrnes. Tamasking you. Youare the witness, 

Mr. Carry. Yes, sir: and I answered you that I don’t think that we 
need to have a strictly Federal system, that if we are to have a Federal- 
State system, as we are supposed to have, that we should continue. I 
don’t think it must at this time, become a Federal system. 

Mr. Byrnes. What would you have the States do? 

Mr. Carey. If the choice were forced on me I prefer a Federal 
system rather than a State system, and I prefer a Federal system 
rather than no adequate unemployment compensation arrangement. 

Mr. Byrnes. But you still would favor a Federal-State system ? 

Mr. Carey. I prefer the present system improved as recommended 
in these proposals, a Federal-State system ; yes, sir. 

Mr. Byrnes. The reason I have difficulty, and I think you realize 
why a person would have difficulty, is that I am trying to draw the 
line. If you are going to have a Federal-State system what do you 
leave to the State and what do you leave to the Federal Government? 

If your objective is to eliminate what you call discrimination be- 
tween areas and these other problems that you mentioned, certainly 
what you are talking about is uniformity. ° 

Mr. Carry. No, sir. 

Mr. Byrnes. Of benefits? 

Mr. Carry. No, sir. I am talking about minimums and duration. I 
am talking about minimums in terms of amounts. I am talking about 
Federal standards that are necessary, additional standards over those 
Federal standards that we already have. 

Mr. Byrnzs. To meet the standards which you propose as being 
advisable by way of duration and amount of benefits, every State in 
the Union would have to amend its law, would it not, in order to 
meet those standards? Isn’t your contention that there is no State that 
is up to the point that you would recommend ? 

r. Carey. All the States would comport themselves in accordance 
with at least the Federal standards that would be incorporated in the 
law as amended by these proposals. 

Mr. Byrnes. The information I had was that there wasn’t any State 
that today conforms to what you suggest should be minimum stand- 
ards so that, if this bill was passed, every State in the Union would 
have to amend their State laws in order to bring up the duration and 
to bring up benefits, to what you call the minimum. . 
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Mr. Carry. As provided in the proposals. 

Mr. Byrnes. With that the situation, are you contending that there 
is a possibility that the States would go beyond these levels so we 
would be establishing true minimums? Do not these new levels then 
become the benefit standard and the duration standard ? 

Mr. Carey. Not necessarily, sir. 

Mr. Byrnes. Not necessariy, but practically, doesn't i$ 

Mr. Carey. You understand, of course, that the philosophy back of 


this, as some members of this committee, such as Congressman Mason, 
the Chairman, and the Governor of New Jersey, indicated, is that when 


the Jaw was enacted unemp)oyed workers were to receive n Wnemp\oy- 
ment compensation 50 percent of their earnings. They haven’t been 


receiving that. Some States did have that back in 1939, but since then 


there has been a growing gap between earnings and unemployment 


Mr. Byrnes. The only thing that bothers me in this picture is that 


if you are really interested in establishing minimum standards, it 
would seem to me that your minimum standards would be to bring up, 
not every State in the Union, not every system up to this point. From 
a practical standpoint, your proposal would require every State to 
come up to what you call a minimum, which means that every State 
has to raise its benefits and raise its duration, and you would really 
be establishing minimums. 

There isn’t any of them that come up to it? 

Mr. Carry. Mr. Byrnes, I am accompanied by Leonard Lesser, who 
is the director of social security activities for the industrial union 
department. Perhaps he understands your question better than I and 
might be more helpful in providing the answer. 

Mr. Byrnes. Maybe I am not getting my point across. 

Mr. Lesser. Your question had two phases. The first part of it 
was what would be left to the States if H.R. 3547 were enacted. 

First, the States would have freedom in the financing of their system 
either to have experience rating or to have uniform rate reductions. 

Mr. Byrnes. If you believe that, then these discriminations that 
Mr. Carey talked about, as far as the tax rates that employers would 
* oie to in differing States, would still exist? It wouldn’t cure 

at 

Mr. Lesser. It will not cure all tax differentials. What it will cure 
is permitting a State to keep its tax rates low by keeping its benefits 
at a die urs, Het level. You will still have differentials based on the 
rate of unemployment in the State and the amount of benefits paid, 
but a State will not be able, if Federal benefit standards are enacted, 
to keep tax rates low by keeping benefits low or durations short. 

There are two elements that make up the tax rate—(1) the size of 
the benefit and (2) the rate of unemployment. You won’t correct the 
rate of unemployment, but you will eliminate substandard benefits. 

On the second aspect, as to this being a minimum standard, on the 
weekly benefit amount this is just the standard that the President 
has been asking since 1954. It is true that every State would have to 
amend its law to come up to these standards. 

Let me put it this way: In 1939 they all met that standard. They 
don’t meet it today because the maximum benefits have not kept pace 
with the rise in wages. 
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Mr. Byrnes. If you are going to do that again, why don’t we just 
have a Federal system? We pay the administration of the system 
federally now. We finance the administrative aspects of it. We do 
levy a Federal tax and then provide credits against it. Here we will 
be establishing the amount of the benefit. Certainly you do not from 
a practical standpoint presume that these States are going to be above 
the minimum when they are all below it now. 

Why not just make the system Federal ? 

Mr. Carry. Mr. Byrnes, we would prefer the improvement and the 
continuation of the Federal-State arrangement, but it may come to a 
Federal arrangement if we are not able to meet the requirements better 
than we have in recent years. 

There are more people in favor of the Federal-State arrangement 
than there are in favor of the strictly Federal arrangement. As I 
will repeat, we would prefer to have the kind of arrangement that 
is set forth in the present legislative proposals now before this 
committee. 

If we can’t get that, we would much prefer to have a Federal ar- 
rangement than a strictly State arrangement. 

Mr. Byrnes. Sometime I would like to know why you prefer a 
Federal-State to a completely federalized program. 

Mr. Carey. There is greater likelihood of getting it enacted. 

Mr. Byrnes. It is just the practicality of enactment? 

Mr. Carry. No, sir. It is just the fact that we are relying on our 

ast experience in making improvements. I would suggest that this 
is not the best time to make radical changes of the Federal-State 
arrangement. It would be the time to make the necessary, long- 
overdue improvements. As -the Governor of New Jersey stated 
despite the exhortations of President Eisenhower and Secretary of 
Labor Mitchell, there have not been the improvements by the States 
that they called for. There has been a diminishing of the benefits 
in relation to the pay that workers have received in practically all 
the States. 

Certainly the States ought to eliminate those maximum benefit pro- 
visions that do not make it possible for the people to receive the 
50 percent of the earnings that they previously received. 

Mr. Lesser. If I might make this one additional point, Congress- 
man Byrnes, on the question of uniformity, this bill does not provide 
for uniformity, as Mr. Carey pointed out in his original statement. 
Under a uniform system you would have a maximum benefit level 
applicable throughout the country. 

This bill eae) «im for varying maximum benefit levels in each State, 
dependent on the wages in the State. 

In other words, it merely requires that the maximum benefit in 
the State be two-thirds of the average wage in that State. 

Mr. Byrnes. I realize that difference would still exist. 

Mr. Lesser. Many States do not now meet the goal of providing ben- 
efits of 50 percent to the unemployed workers. This only says that 
the worker need receive 50 percent of his own weekly wage. 

Mr. Byrnes. But that is the same kind of difference you have right 
now even within a State. You have sections of a State where the 
wages vary from other sections. In a big industrial center you will 
have your higher wages; in the smaller country areas you will have 
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lower wage rates generally, so that you have that discrimination today 
and you would have it under a Federal system or a State system. 
Let me ask this: I was interested in this allegation of General Electric 
to the effect that apparently one of the reasons for moving from 
Massachusetts was the difference in the unemployment tax rate, and so 
forth. What that just one of a number of reasons that they set forth, 
or was it the sole reason? You cited an ad, an article in the paper, or 
something. 

Mr. Carey. This is just one of countless items of such propaganda 
that General Electric puts out. They set this up as a meeting of the 
decision makers, the very well-paid members of the management. 

Mr. Byrnes. My question is pretty simple. Is this one reason or is 
it the sole reason that they set forth in that article? 

Mr. Carry. May I, as best I can, tell you what they said. This 
shows a meeting of decision makers in a midwestern city and they are 
determining under what conditions they will erect a plant in a com- 
munity. They quote in this paper one of the decision maker’s state- 
ments, as follows: 

Well, Tim, after almost a year of investigation, our committee has narrowed it 
down to three choices. 

CHAIRMAN, That’s right. : 

Mr. Byrnes. Mr. Chairman, I would ask that the matter be put in 
the record to save the committee’s time. I thought I could get a simple 
answer as to whether this was the only reason they stated or whether it 
was one of several. 

Mr. Carey. I think I would rather use their language. He says: 

We looked at taxes, available skilled labor, wage rates, labor relations, water 
resources, unemployment and workmen’s compensation costs, market potential, 
and so forth. 

That is a direct quote. 

Mr. Byrnes. This is just one incidental item that they throw in 
with a big category, isn’t it? 

Mr. Carey. They comprise two items among a group. 

The Cuarrman. Mr. Carey, it is quite evident that we cannot con- 
clude your testimony and questions of you before we have to go to 
the House and answer this quorum nei 

Would it be convenient for you to reconvene at 1:30 this afternoon ? 

Mr. Carry. If the members desire it certainly I would like, as Con- 
gressman Byrnes suggested, to have this incorporated in the record. 

The Cuarrman. Yes, that will be included in the record without 
objection. 

(The material referred to follows:) 


[Krom General Electric News, Mar. 13, 1959] 
THE DECISION MAKERS 


(The scene is a large midwestern city. A group of men are seated around a 
conference table. An important meeting is evidently in progress.) 

“CHAIRMAN. The next thing on the agenda is the location of our new plant. 
Vie will bring us up to date. 

“Vic. Well, Tim, after almost a year of investigation, our committee has 
narrowed it down to three choices. 

“CHAIRMAN. That’s right. At our last meeting, you'll recall, gentlemen, we 
heard a detailed report on these proposed sites. We looked at taxes, available 
skilled labor, wage rates, labor relations, water resources, unemployment and 
workmen compensation costs, market potential, and so forth. 
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“Vic. Since our last meeting, there have been several developments in one of 
our top choices—Massachusetts—that you gentlemen will want to consider. 

“CHAIRMAN. Time is running out on us. We will have to reach a final de 
cision at our next meeting. 

“Vic. I realize that, but I must call to your attention several factors that 
will have a bearing on this decision. First, the State is in a financial crisis, 
and it’s quite probable that a new tax will be levied. 

“CHAIRMAN. Doesn’t this kind of problem exist in all three of the industrial 
Northeastern States we are looking at? 

“Vic. Yes, but our survey shows that Massachusetts is already one of the 
highest tax States in the Nation. 

“CHAIRMAN. Taxes are an important consideration here. Let’s watch care- 
fully to see what form the new tax takes. 

“Vic. There are also two proposed labor laws that I think we should con- 
sider. If they are passed—and the chances are excellent that they will be— 
Massachusetts will be the first State in the Union to have such laws. 

“CHAIRMAN. Your analysis shows this State has a number of laws and regu- 
lations that tend to hold back business growth ; doesn’t it? 

“Vic. That’s correct, and one of these new bills, sponsored by the Teamsters 
Union, will just about take away any legal protection for us, our future em- 
ployees, and our new plant, in the event of a labor dispute. 

“CHAIRMAN. That’s not too good. 

“Vic. The other, according to our legal staff, will virtually outlaw injunc- 
tions during a strike so that we can’t have access to our plant—even to keep 
the boilerroom from exploding. 

“CHAIRMAN. That’s bad. There’s going to be a lot of the stockholders’ money 
tied up in this new plant. 

“Vic. On the other hand, Massachusetts has a fairly good record as far as 
frequency and length of labor disputes is concerned. 

“CHAIRMAN. Still, it’s risky. If it’s agreeable to everyone, let’s go on to the 
next proposed location. Possibly by the time of our next meeting, these tax 
and labor problems in Massachusetts will be settled. If not——.” 

Sound exaggerated? Maybe. Improbable? Don’t be too sure. 

Every day, decisions like these are being made in business offices across the 
Nation. And businessmen today have to consider all the facts and possibilities. 

The truth is, Massachusetts is in the same position as any business. We 
have at least 48 competitors. If what we have to sell isn’t as good as some other 
State, we lose out. This means we don’t get the jobs, wages, and other economic 
benefits which Massachuetts must look to for its progress and prosperity. 

The men who are making these choices the decision makers, don’t owe any- 
thing to Massachuetts. The scene above gives you some idea of what does im- 
press them. 

Take the two pending labor bills that were mentioned.t Why should a busi- 
ness want to come here with laws like those, when it can go somewhere else? 
anywhere else? 

Don’t get us wrong. We don’t think these two bills alone will drive out 
of the State any business that’s already here. These two straws probably won’t 
break the camel’s back. 

But, multiplied by many other kinds of factors, they are making Massacu- 
setts a bleak place in the eyes of the decision makers. 

Consider this: During the next 8 years, new plants are predicted to be mush- 
rooming in communities throughout the Nation at a rate 47 percent ahead of 
today’s pace. Massachusetts must share generously in this expansion. It needs 
the jobs that will be created. The State has no natural resources and is gen- 
erally in a poor geographical location. Yet on top of these natural disadvan- 
tages, it continues to impose man-made handicaps. No wonder business looks 
elsewhere. 

We're just discussing one aspect of the problem here. For example, we 
haven’t even touched upon what these two proposed bills will do to your rights 
as an employee or a citizen. 

It all comes down to a matter of attitudes. A spiraling State debt, accelerat- 
ing tax rates, expensive State programs, laws that tend to keep industry 
out—all these are reflections of attitudes. 

If you were a decision maker sitting outside the State and looking in, how 
would you decide? 


1 Peaceful persuasion (H-1160, S-187), anti-injunction (H-116, S-189, S-191). 
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Mr. Carey. To meet the convenience of the committee I could 
come back at any time you call me. 

The Cuarrman. The committee then will adjourn until 1:30. 

(Whereupon, at 12:15 p.m., Wednesday, April 15, 1959, the com- 
mittee recessed to reconvene at 1:30 p.m. the same day.) 


AFTERNOON SESSION 
The Cuaimman. The committee will please be in order. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, AMER- 
ICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGAN- 
IZATIONS, INDUSTRIAL UNION DEPARTMENT; ACCOMPANIED BY 
LEONARD LESSER, DIRECTOR OF SOCIAL SECURITY, AFL-CIO— 
Resumed 


The Cuarmman. Mr. Curtis has some questions, Mr. Carey. 

Mr. Curtis. Mr, Chairman, I might say first, Mr. Carey, on behalf 
of my colleagues there is going to be a vote on the floor of the House 
in probably the next 10 or 15 minutes and I know most of them stayed 
over there for that purpose. I am hopeful that we can temporarily 
recess to answer that rollcall because that is pending and I will have 
to leave, too. 

The second thing I wanted to make clear for the record is that it 
has been a little difficult, of course, to go over these 88 pages of testi- 
mony, and this is not said in any way of adverse criticism because it 
is not meant that way, but just for the sake of the record. Of course, 
you were reading, as you stated, portions of it as you went through, 
and I did my best to try to follow it. But it does leave those of us 
in the committee who wanted to interrogate Mr. Reuther in this 
instance on the whole statement in a position where we will be unable 
to. I will go over this full pes to see what questions I might, in 
addition, want to ask that I did not ask. 

Mr. Lesser. Mr. Curtis, may I say one thing? 

I want to say to the committee that we ps Western Union yes- 
terday afternoon and gave them 60 copies of Mr. Reuther’s statement 
yesterday afternoon to bring up to the committee. We came in here 
this morning, and the Western Union fellow was just walking in with 
the testimony. 

Mr. Curtis, Incidentally, I might say on that with Mr. Meany’s 
statement we did get that ahead of time and it gave us an oppor- 
tunity to go over it. That is why I said I was not saying this in any 
way in the sense of criticism but simply to explain why maybe I will 
want to submit some questions to be answered for the record beyond 

is. 

Now, the next point I want to make very clear. If this were just 
a question of voting for or against, depending on who is sponsoring 
pot who is opposed to it, that would be one thing. There are many 
opponents of this bill whom I do not associate myself with. I find 
that the criticism that you directed against some of the opponents 
that appeared before this committee in my judgment is sound. They 
are the same people who at the State level —- before State legis- 
latures to argue against the States moving ahead in these areas. I 
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think your critcism directed against that procedure is justified. I 
share it. It is not my opinion nor is it my approach to permit a whip- 
sawing by people whose object is not to perfect this system, of going 
before the State legislatures and saying one thing and then coming 
before the Ways and Means Committee and saying another. 

My concern is this: That I think overall this State-Federal system 
of unemployment insurance has worked well. I think there are a lot 
of areas where it needs corrections. But the fundamental structure 
of it appears to me to be good. That is why I am concerned when we 
talk about any fundamental changes, and going further, I want to be 
sure just where we are going. 

Now, one of the basic points and the thing that disturbed me, Mr. 
Carey, and I think the basis of the recommendations of the Presi- 
dent has been that unemployment insurance should be 50 percent of 
the wages of the people who are on the unemployed rolls. I think 
that probably is a good objective. 

The thing, though, that we do not have and no one has been able 
to give it to us is what is the average wage of those who are presently 
unemployed, That is the figure we do not know. We keep talking 
about the fact that the State programs have not been keeping up in 
relation to 50 percent of wages, but that is of the overall wage of the 
labor force. There has been some evidence indicating that the present 
unemployed, and I think it probably would be true in any period of 
unemployment, tend to be the less skilled workers, and as a general 
rule as an average we probably will have a wage scale that is some- 
what below the average wage scale. If we could only determine 
whether or not the average wage of those who are presently unem- 
ployed is being paid at less than 50 percent on their unemployment 
compensation, that would be an important factor. I am not sure it is. 

Now, let me get one point I think you made. Even if it were true, 
as I get your argument, the States still would not be able under their 
laws to go up as high as 50 percent of those who are unemployed who 
are in the above-average wage bracket. Is that one of the points? 

Mr. Carey. It is a limitation now imposed by the State laws. 

Mr. Curtis. Limitation; yes. 

Mr. Carey. That does not permit the carrying out of one of the 
original objectives of the law enacted in 1935, which was to establish 
and maintain a benefit relationship of 50 percent of earnings. 

Perhaps I should have stated it earlier, Mr. Curtis, that I was elected 
a national union official in 1933. This is not my first appearance be- 
fore the Ways and Means Committee on unemployment compensa- 
tion. . In fact, in 1954, as the secretary-treasurer of the CIO, I made 
an appearance and presented the case for the CIO on this subject. So 
the absence of Walter Reuther should in no way impair your asking 
questions of me in connection with his statement. In fact, I think 
perhaps that I had as much to do with the long-range preparation 
of the labor movement’s policy on unemployment compensation as did 
Walter Reuther. 

Mr. Curtis. The only reason I commented, Mr. Carey, it was in no 
sense from that angle, is simply because Mr. Reuther has been such 
an outspoken spokesman and is widely quoted in the press on these 
kinds of things, and knowing that he is the leader of your organiza- 
tion, one of your top leaders, of course, that I wanted to get his point 
of view. I think his philosophy is going to bear on the future of this 
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thing. Not that I am not equally interested in your philosophy, sir, 
and that I recognize that it is an organization speaking. 

The reason I say that is this: From interrogating Mr. Meany I 
gathered the impression, although I never could get him to actually 
say that he would prefer to have a Federal system and that the only 
reason he was not asking for a Federal system was it was not politically 
practical at this time; but, if he had his way, he would just as soon see 
a Federal system. I wanted to ask Mr. Reuther that and ask you 
that. That has been asked you to some degree by Mr. Byrnes. I 
think it make a difference whether this is only part of a long-range 
program on the part of the leaders of the CIO-AFL to gradually 
make this a Federal system or is it limited to trying to perfect this. 
Then to see how that works and if that balance turns out to be good 
we leave it alone. But if the balance—suppose this became law, sup- 
pose the balance showed up not to be so good, whether we would then 
go back to more of a balance at the State level. I regard this as a 
balanced system and the argument being not to eliminate the States. 
I do not think you are asking that in this bill nor in your testimony, 
but you think the balance should be shifted somewhat to the Federal 
level. 

I am willing to listen to those arguments and see what they are. But 
if that is only part of a long-range plan which is to get all at the 
Federal level, then I think we need to examine that angle. That is 
where the philosophy of the individual becomes important. 

Mr. Carry. Mr. Curtis, I will say to you, speaking for George 
Meany, Walter Reuther, and other labor leaders on this subject, ask 
any of them about the Federal-State question and you will get sub- 
stantially the same answer. They want decent standards to be estab- 
lished. They believe that the standard that was established in the 
original law should not be diminished and that is the standard of 
50 percent of earnings. We feel that is the least that we can do for 
the Nation’s unemployed workers. 

As to the duration, as well as the weekly benefit, I might say that 
virtually all economists and virtually all studies that have ever been 
made on this law, whether sponsored by the Rockefeller Brothers or 
by other groups, all are pretty thoroughly in agreement on these ques- 
tions. The exception is a small minority of employers who will talk 
one way on the same subject at one place and talk entirely different 
elsewhere. 

Mr. Curtis. No. Let me interrupt for 1 minute just to point this 
out because we are in agreement on the objectives, at least you and I 
are, as far as trying to get decent standards established for this pro- 
gram, because I think this has been a wonderful program. The argu- 
ment is not over objectives. It is how we can best attain those objec- 
tives for a long-range proposition, weighing other values that have 
to be weighed as I see it in the program. That isa problem. Do we 
best get those for the long range by switching the balance more to 
the Federal level or do we try to attain it through continued trying 
to put on pressure at the State level ? 

And there is the point of differences at least between you and me, 
for example. My mind is not closed to your arguments although I 
must confess I have a tendency to resist them because I see other values 
that might be sacrificed, and I think you would recognize those values, 
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too, if we went more to the Federal level. It is those things I want 
to dig into to see where we really do disagree or whether if informa- 
tion were presented to me I might change my mind, or if I could 
resent information to you you might even change your mind. So it 
is not on objectives that we are in disagreement. It is how we attain 
them and whether we attain them better through a complete Federal 
system, or through a balanced system of some sort; and if it is a 
balanced system, where the balance is to be. Now we presently have 
a balanced system. The arguments you are presenting are that the 
balance should be shifted a little more htc. the Federal level. 

Mr. Carey. I think, Mr. Curtis, you can understand that if I was 
for a completely Federal system I would have no hesitation in telling 
you. 

Mr. Curtis. I believe you would, sir. 

Mr. Carey. That would go for Mr. Meany and would go for Mr. 
Reuther. 

Mr. Curtis. I must say this—— 

Mr. Carey. I go so far, Mr. Curtis, to say that anyone who wants 
to maintain a Federal-State system ought to make sure that the Fed- 
eral-State system at least meets the standards that were established 
when the arrangement was originally set up. 

Mr. Curtis. Or let us say this, or is meeting, trying to meet them. 
Now, right now we do not really know from the evidence we have how 
well they have been met in the past because the reference point to 
date has been not 50 percent of the wages of those who are unem- 
ployed, but 50 percent of the average wage. That is why it is so 
important for us to know, if we can know, who are the unemployed 
and what is the average wage of the unemployed. I think from evi- 
dence we do have the bulk of the unemployed are unskilled, semi- 
skilled laborers, who are in the lower wage bracket, and it might 
very easily be that we are a lot closer to 50 percent of their wage 
than we realize, even though we may not be as high as 50 percent of 
those in the labor market. That is, for example, the kind of evi- 
dence I seek. 

Mr. Carey. I think your point should be cleared up and Mr. Lesser 
has the material to do just that. 

Mr. Curtis. All right. 

Mr. Lesser. Mr. Curtis, first the President’s recommendation, at 
least after the first year’s recommendation, was not in terms of giving 
a benefit of at least 50 percent to the great majority of the unem- 
ployed people. He was talking about the great majority of the 
workers covered by unemployment compensation. 

Now at any one period you may have different beneficiaries unem- 
ployed. All workers, except for those excluded, are covered by 
unemployment insurance. Today all low-paid workers may be un- 
paces 20 by tomorrow the higher paid workers may be unemployed. 
All of these workers, though, look to the law for protection when they 
are unemployed. Every one of them is subject to the risk of 
unemployment. 

Mr. Corts. I think we are in agreement on that. And I can see 
one aspect, if I may just finish this sentence and point, one aspect of 
this that I am interested in. If the States are prohibiting those 
people who will have above average, above the State average wages so 
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that they cannot get 50 percent, I am very much interested in that 
aspect, but it still bears on the fact that under any recession that I 
ever studied the bulk of the unemployed seemed to be in the unskilled 
and semiskilled. Therefore, your averages are quite below the normal 
average, and they may be getting 50 percent. 

If you get them where they are getting a great deal more than 50 
percent, as sometimes is true under some State systems, you run coun- 
ter to the argument for the incentive system of getting them back 
into the labor market. 

Mr. Carey. The large part of the unemployment is not among the 
unskilled and semiskilled. 

Mr. Curtis. We have no figures on that. 

Mr. Carey. Sir, I do. 

Mr. Curtis. You do? 

Mr. Carey. I do. I live it. Take General Electric, the steel, the 
automotive industry, it is the comparatively high paid manufactur- 
ing workers who suffer the consequences of unemployment. I would 
like to discuss that when we return. 

The Cuarmman. We will have to answer a quorum call, so we will 
suspend for about 20 minutes. 

rief interruption. ) 

The CHamman. The committee will-please be in order. 

Mr. Mason. 

Mr. Mason. Mr. Casey, you have been asked many, many times by 
different members of this committee, and they have been bemoaning 
the fact that they could not query Mr. Reuther. The fact is, however, 
that you are representing Mr. Reuther, and not only representing 
him, but your philosophy and your attitude on this queStion of un- 
employment compensation is identical with his, exactly you might 
say, and so whatever you answer can be considered his answer; can 
it 

Mr. Carry. Yes, sir. 

Mr. Mason. That is all. 

The Cuatrman. Although Mr. Curtis I am sure has not completed 
his questioning, Mr. Alger is present and had some questions of Mr. 
Carey, and Mr. Alger is recognized. 

Mr. Acer. In my way of getting off on the right foot, Mr. Carey, 
I would like to tell you, as a newcomer to the committee, I have not 
only been privileged by the forebearance of my colleagues to ask 
questions, but I have been studying the matter every night up to 1 
or 2 in the morning. So I am very interested in the facts. As to any- 
thing I say to you which is not factual, if you think you can correct 
me, say it. I say this because I have been graded as zero by labor 
which is all right. The thing I do not like is that, some people graded 
me that way, they think it shows I lack an interest in saute ings 
or some other motives. 

I join with the gentleman from Missouri in saying to you and 
everybody else, if I disagree in not wanting Federal standards, and 
I am not sure yet, but if I disagree, it will be on the how of accom- 
plishing this and not any questions of motives and I do not question 
yours. 

I have done some studying on this, and I regret I could not have 
Mr. Reuther’s statement last night as we did in the case of Mr. 
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Meany, that gave me a night to study it. This long 20-some pages 
that represents Mr. Reuther’s statement has us at a disadvantage, of 
course, because we have not been able to read it. I have scanned it I 
will admit and found some things of interest. 

Of course, you are very fluent on the subject, but there is no state- 
ment only your two-page press release. I have several questions. 


Let me point out to you at the outset, if I may, some of the problems 
contronting me to get into the question that is troubling me. 

As I see it in the origina) intent of this act, it was to be a temporary 
memnployment help, not long erm, to help people temporarily over a 
hump. It was not to take care of recessions or depressions. Because 
it was born in a depression, at that time, if I am not mistaken, there 
were 25 million or so people out of work, it only provided a 16-week 
duration. Obviously it was a temporary program. It was not to cure 
all the problems of unemployment. 

Last week the mayor of Altoona, Pa., appeared here, and just taking 
one of the things he told us he spoke about the plight of the railroads 
in his community. Within the last decade, I think he put it, there 
were 16,000 men, skilled men workers, in Altoona in railroad work and 
now that has been reduced down to something like 6,500 to 7,000. That 
leaves 8,000 or 10,000 people out of work. Some of these have been 
out of work a long time. 

My question to you is this: If Altoona is losing jobs and has lost jobs 
because of the declining rail Sseunporterion of freight, how will this 
bill in any sense solve that problem ¢ 

Mr. Carey. As you said this bill was never intended, nor was the 
original bill, to solve all the problems that confront working people. 
It was to help maintain their purchasing power. It has petted to 
meet only a portion of that problem. The question before us at this 
time is does it carry out the original intention to meet that portion 
of the problem as adequately as it was supposed to? The answer | 
would make to that is, no sir, it does not. I agree that it was not 
intended to meet all the problems. But we were to engage in collective 
bargaining, for example, to resolve some of the remaining problems. 
We were to consider legislation to meet some of the problems such as 
relief programs. But we did not expect at the time the original law 
was enacted, that unemployment ee would so inadequately 
deal with that portion of the problem that compensation 
was eye to deal with, as to _— an unusual burden upon some 
of the other arrangements that we have. 

So I would say that this is an opportunity. We have always had 
Federal standards in unemployment compensation. When this bill 
was enacted in 1935 there was only one State in the Union that had 
unemployment compensation and that was the State of Wisconsin. 
That is why I dealt at length with Mr. Byrnes because I am surprised 
that I did not gain the feeling he was in support of the—— 

Mr. Arcer. Mr. Carey, just a moment, please, sir. 

I respect everything you tell me, but I have a number of things | 
want to ask-you about, and I am going to try to stick right close to this. 
If I understand this bill it will provide 39 weeks. This will add ‘ 
weeks to pay and that is all it will help the people of Altoona that are 
out of work. 

What does that solve? 
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Mr. Carey. Sir, as I say, it fulfills the purposes of unemployment 
compensation legislation, 

Mr. Atcer. You mean the 9 weeks after 30 weeks in pay is going to 
make this much difference ¢ 


Mr. Carey. It is not going to resolve all the problems associated 
with the displacement of workers—— 

Mr. Areer. A)) right, sir 

Mr. Carer. In the railroad industry, say, by the introduction of 
aircraft, and by other new transportation techniques. 

Mr, ALGER. We agree i¢ will not sofve aff the problems. You made 
anice statement: after all there are other problems. 

Mr. Carey. [ would like to emphasize, if [ may, Mr. Alger, that a 
portion of this problem, not just temporary unemployment of one 
type, was to be dealt with by unemployment compensation. As to the 
changeover that takes place as we progress in the development of our 
systems of transportation, it was intended that the workers who were 
Loolasid would not carry the full burden of that displacement, that 
the—— 

Mr. Averr. Mr. Carey, I am coming to that. I have other things 
and believe me I can only take so long in the committee. I need your 
help. If youthink you can help me I want you to. 

J am simply pinning down at this time, unless I am wrong, the 
present Federal standards bill will add 9 weeks in pay and a little 
nore payment. That is all. It is not solving that basic problem. 

Let us go to Michigan. I do not know much about Michigan. To 
start at the outset. Mr. Reuther when he testified, and I wish he were 
here, on the TUC program made some very interesting remarks. I 
want to dwell briefly on this matter of automation. If I am wrong 
you correct me. I believe this is what he pointed out. 

Fifty percent more cars are being produced in the last decade with only one- 
half of 1 percent additional employment. 

The result is about 85,000 to 100,000 displaced workers in Detroit and 
probably for the whole State between 140,000 to 150,000. I am not 
sure he gave those figures. But that is a lot of people out of work. 

We are very concerned here as I know eadtilitey you are. 

Now I am simply asking you now how can this bill help those people 
out of work just by adding a few weeks, when they have been out of 
work for so foie maybe some for months, posisbly over a year, I do 
not know? How willthis bill help them ¢ 

Mr. Carry. On this subject, sir, my testimony will be directed, as 
Mr. Reuther’s would, in an effort to try to bring enlightenment on this 
subject. I happen to be the president of the union that manufactures 
automation equipment. Perhaps even better than Mr. Reuther I can 
tel] you that automation is not increasing the number of employment 
opportunities. The very industry that produces the automatic equip- 
ment is now producing automatic equipment with automatic equip- 
ment. We have seen 170,000 of our members unemployed and at the 
same time we have passed some of the highest peaks of production and 
profits. We can now produce more goods with fewer people. That 
goes for steel and automobiles. 

Mr. Avcer. Mr. Carey, do not make me a speech on automation. I 
am with you. I read books on this. 
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I want to know how will this bill, and please help me, direct your 
attention to these particular things because I cannot take too long— 
how wiil this bill help the case of these workers, 85,000 to 100,000 in 
the Detroit area that are out of work because of automation, how is 
another 4 or 5 or 9 weeks going to make a difference or increased 
payment even? 

Mr. Carey. To the extent that it lifts from their backs the cost of 
the changeover in automation. It places some of the cost of the 
changeover on others, on employers, on the Nation as a whole, and on 
the States. Just now jobless workers are carrying much of the burden 
of the changeover. 

Mr. Aveer. Waitaminute. You are putting the burden on who? 

Mr. Carey. The people who are unemployed and the members of 
their families. Now, under the present arrangement the people who 
are unemployed have to carry 75 percent of the cost of being unem- 
ployed. There is a measure of relief for limited periods of time, and 
the unemployed get about 25 percent of their lost wages from unem- 
ployment compensation. In relation to their wages the amount they 
get has been greatly reduced. In relation to their standard of living 
they have to _ at a much lower standard because of the limitations 
imposed in these various States. 

Mr. Acer. Mr. Carey, excuse me now 

Mr. Carey. I am suggesting we get back to the point of the original 
parpene of the law. It was so clearly made at the time that the mem- 

rs of the Ways and Means—— 

Mr. Auger. You aresaying a percentage of wages lost-—— 

Mr. Carey. The relationship to the wages. 

Mr. Avcer. Rather than cost of living? 

Mr. Carey. Yes, sir. 

Mr. Areer. I understand you, and I am with you. I understand 
what you are trying to say to me. 

Mr. Carey. So, too, would the additional weeks help bring back 
that level. The additional amounts would help to bring back that 
level and to carry out the true purposes of the law. In fact, sir, when 
this bill was enacted, everybody understood the relationship was to be 
50 percent of their earnings. They said they did not have to put it 
into the legislation. That is what they told those who testified at that 
time on this legislation. They said it goes without saying; it is the 
whole purpose of this bill. Our intent is to get unemployment com- 
pensation arrangements that will pay the people 50 percent of their 
earnings so that they will only have to carry the weight of half the 
cost of unemployment. 

Mr. Acer. Mr. Carey, I think we have established right here ve 
clearly a point. I am not sure whether I agree with you or not, but 
want to be sure I know the point. That is, and our chairman has 
developed it in times past, that we should think more in terms now of 
the wage loss replacement as a percentage rather than the cost of living 
that the chamber of commerce and others have presented here. 

I have concluded partly, however, from this instance I gave of 
Altoona, Pa., and the situation in Michigan, there is a similarity to 
what happened in Britain after the end of World War I when there 
was 27 percent unemployment, mainly in coal and steel. They met 
this situation almost chapter and verse the way we are meeting it, 26 


to. 
as 
ins 
lav 

] 
wo 
9¥ 
art 
Wi. 
wo 
ex] 
En 
do 
the 
hel 
It 

cor 

do 

] 
nat 

] 
an 
Yo 
mi. 
Br 

] 
pre 
is 1 
car 
tiv 
Th 
pre 
a ti 
ent 
ma 

] 
dic 

] 
mo 
adc 
tha 

] 
yor 
son 
on 
ad 
tur 


UNEMPLOYMENT COMPENSATION 877 


to 39 weeks and then many successive increases until it became known 
as the dole. Only when there was the complete breakdown of this 
insurance principle did they then go back in and have to write a new 
law. 

I am concerned, based on Altoona, where many people are out of 
work and will be out of work for goodness knows how long. Another 
9 weeks to them will not make a difference, and we with Federal stand- 
ards will keep adding on and adding on until we have a dole which 
will undermine the self-respect that you expressed concerning the 
workers. That has me concerned in the difference of viewpoint you 
expressed. 

Mr. Carey. Mr. Alger, let me point out, having some experience in 
England, in England a dole does not carry the same connotation it 
does here any more than the term we use. We say plan; over there 
they say scheme. If you say this could be a scheme to establish a dole, 
here it would have a bad connotation. Over there it would not have. 
It would be a plan to do something to meet an acute problem of the 

ople. 

“a r. Auger. You are saying the dole, then, actually has a better 
connotation there than it might have the way we are using it here? 

Mr. Carey. Yes, sir. 

ier Areer. Would you not also admit, though, the system broke 
down 

Mr. Carry. Sir, God did not bless the people of England with the 
national resources that God blessed this Nation with. 

Mr. Arcer. Could it possibly be our back is only so broad, though, 
and we might break down? I am not saying this is so, Mr. Carey. 
You certainly would not think less of me that I am concerned that we 
might be loading too many on our back and following the course of 
Britain ? 

Mr. Carey. Sir, any hardship load that is carried is carried by the 
producers, the workers of this Nation. What we are concerned about 
is whether they are having imposed upon them a heavy load that they 
cannot carry. The American working people are far more produc- 
tive than they are England. You take the miners that you mentioned. 
The American miner can produce 8 tons of coal for every 1 ton of coal 
produced in England. Because in England the workers had to carry 
a tremendous amount of burden of the changeover, they have a differ- 
ent attitude. They have a different attitude toward the use of 
machinery. 

Mr. Auger. I thought the dole system broke down. You tell me it 
did not. That is something else. 

Mr. Chairman, this is rather unusual. I wonder if I can ask unani- 
mous consent of this committee and your permission, if there are 
additional answers to this question, that the record be left open so 
that the gentleman can supply them also in the future. Is that 

he CoatrmMan. That will be understood. 

Mr. Acer. Mr. Carey, 1 have asked that, because I do not want 
you to think I am cutting you off. Believe me I am not. I do have 
some other things I want to talk to you about. Any reasoning I make 
on these things too quickly, like this dole, you certainly are free to 
add to the record, and I in turn will recognize what you say and in 
turn have a chance to comment. 
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If I may, I want to go into another question or two here. I want to 
speak to you about this matter of uniform duration of benefits. As 
1 understand it, the CIO and the AFL-CIO believe in this matter of 
uniform duration of benefits that is in this current bill; is that 
correct ¢ 

Mr. Carey. Yes, sir. 

Mr. Arcer. In the principle of it. I define that, if I am correct, 
now that all the eligible claimants are qualified to receive the same 
number of weeks of benefits. 

Now, my next question is this: I have here the booklet of the UAW, 
AFL-CIO, known as the supplemental unemployment benefits plan 
and I find it very interesting. With respect to this plan which was 
worked out with labor officials and the people in these plans to sup- 
plement State programs, is it not true that these plans provide for 
variable benefits ? 

Mr. Carey. So do our present State plans. 

Mr. Acer. No; I beg your pardon. We just agreed, you and I, 
this bill had uniform duration of benefits. That is not to say the State 
cannot increase the payments or benefits. 

Mr. Carey. It does not mean, sir, they have uniform benefits. 

Mr. Avcer. Uniform duration of benefits 

Mr. Carey. That is right. 

Mr. Aucer. Was the phrasing I used and you agreed. You want to 
retract that ? 

Mr. Carry. No, sir; I do not want to retract it. You mentioned, 
sir, that State bills have uniform benefits. 

Mr. Aucer. No. I say uniform duration of benefits. You will find 
that is so in my original statement in which you and I agreed with— 
to which you agreed to. 

All I can say is I find this is variable and this is what the union 
Officials said they wanted of the private plan. I therefore, see an 
inconsistency. 

Mr. Carry. Could I explain it, sir? 

Mr. Atcer. Please do. : 

Mr. Carey. I have negotiated the same kind of supplemental un- 
employment benefit plans, for example, with General Motors Electrical 
Division. You will find it is quite like the auto workers’ plan that 
they have with the same corporation. 

Mr. Auerr. Is it quite like or exactly alike? I am limiting my ob- 
servation to this. Isthat what you are speaking of ¢ 

Mr. Carry. Quite alike. There are some variations because there 
are differences in methods as there are some differences between elec- 
trical workers and automotive workers, even working for the same 
company. But allthe contractual principles are identical. 

We seek from General Motors and from General Electric and from 
other companies, a guaranteed annual wage. We would like that 
where unemployment is attributable to the corporations, they pay a 
—- to the people that they disemploy. That 1s what we would like 
to have. 

Mr. Atcrr. Are you going to speak about this uniform versus the 
variable ¢ 

Mr. Carry. I will, yes, sir. 

Mr. Auger. Pleasedo. I have something else to ask you. 
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Mr. Carey. I am directing myself, Mr. Alger, to the fact this is what 
the labor unions wanted—— 

Mr. Acer. Yes. 

Mr. Carey. It isnot what they wanted, not all they wanted. 

Mr. Aveer. You mean you did not agree. 

Mr. Carey. Yes, sir. We agreed. We did not agree it was all that 
jobless workers needed or deserved when they became unemployed 
through no fault of their own. 

Mr. Axcer. I am talking about “variable duration of benefits” as 
against “uniform period of duration,” which is in the present Federal 
standards bill before us. Even though it is a minimum it is a uniform 
standard in the sense that in this Federal standards bill before us any 
claimant can receive the same length of payments as the other. That 
was the point. 

Mr. Carey. Mr. Alger, there is a difference, of course, between a 
social insurance program and a collective bargaining contract. 

Mr. Auger. We are talking about the supplemental unemployment 
benefits. 

Mr. Carey. Which is a part of a collective bargaining contract. 

Mr. Atcer. Are you telling me because it was a part of a collective 
bargaining contract that makes a different in insurance principle? 

Mr. Carry. It makes quite a difference, sir. 

Mr. Averer. The original intent we are speaking of. 

Mr. Carey. Wait a minute. As you said yourself, this is a private 
contract. Certainly General Motors and all other corporations have 
an opportunity with the union to agree on supplemental provisions. 
For example on the question of wages, you have a Federal minimum 
wage, but the parties would agree in a private contract for wages which 
would be substantially above the legal minimum, the statutory mini- 
mum. In this case you are citing a supplemental unemployment bene- 
fit agreement. 

Mr. Exactly. 

Mr. Carey. Which would be entirely different from the provisions 
of the unemployment compensation law. 

Mr. Axcer. Mr. Carey, I was only pointing out. If it does not 
apply, goodness knows your remarks will stand. I was only pointing 
out the Federal standards bill before us in this one instance is uni- 
form. This is variable. I am sure there are reasones. That is all 
I wanted to ask you. 

I am trying to understand your own logic and I am dignifying it 
the best I can by going back and studying the things you people want, 
yourselves. 

Mr. Mason. Will the gentleman yield there just for a moment? 

Mr. Auger. Yes. 

Mr. Mason. This, as I understand it, is the basis for bargaining be- 
tween the union and the companies. The Government, either the State 
government or the Federal Government has nothing to do with the 
philosophy in here. The Federal and State Governments do deal 
with the philosophy that is in that bill that we are considering. So 
when you bring this in it is extraneous to what we have before us. 

Mr. Arcer. This may very well be your answer, Mr. Carey, and 
it may be the best answer that can be given. 
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In the same regard I would like to point this out—— 

Mr. Carey. Mr. Alger, I might be helpful to you when I say the 
Federal law, the statute at the present time has a statutory 40-hour 
week and $1-and-hour minimum. We have collective bargaining con- 
tracts with these companies and the standard would be over and above 
those standards I have mentioned. They would not be uniform 
wages, even though the minimum covering the group under law would 
be uniform. 

Mr. Areer. I appreciate that, Mr. Carey. 

I might say to my colleague who has just addressed you, that I am 
not sure whether I share his viewpoint in this, Mr. Carey. It seems 
to me that the principles of insurance that might be found in the 
SUB here we might benefit from. I suggest that to my colleague most 
respectfully because I am something of a student of his. 

t me ask you something about duration, becoming eligible for this 
payment. I understood from this particular program a man has to 
work 2 weeks to get 1 week’s credit of compensation; whereas under 
the bill before us you get 2 weeks’ credit for 1 week of work. You 
see there is quite a difference in that. Again here I am trying to 
understand your viewpoint. 

Obviously, if now you can only get one week of unemployment hel 
for 2 weeks of work and a Federal bill comes along offering you an 
the men you represent so ably 2 weeks unemployment for 1 week of 
work, I cannot disagree with you wanting it; I am just caught in 
this dilemma, that you are not denying the very things I thou ht you 
believed in because this supplemental unemployment benefit plan was 
a help and is a help, I trust. I understand you are paying 5 cents 
an hour on it now, an employe contribution. 

Mr. Carey. It is an em loves contribution that is paid by the em- 
ployer. It comes actually from their work effort. 

Mr. Arcer. This may be. But the point is the worker is now paying 
it. 

Mr. Carey. No; not directly. 

Mr. Auger. The employer pays it. 

Mr. Carry. The employer pays it. 

Mr. Areer. I see. 

Mr. Carey. As I said earlier, the employer pays it but it comes 
out of the work effort. 

Mr. Mason. It is a part of the pay for that person’s work in addi- 
tion to the hourly wage that he gets? 

Mr. Axucrr. That is correct. 

Mr. Curtis. Who pays income tax on it? 

Mr. Carry. Pardon? 

Mr. Curtis. Who pays income tax on it, the employee? 

Mr. Carey. It is not high enough. 

Mr. Curtis. He is an income-tax payer. That is part of his earned 
wage, I asked ? 

Mr. Carey. Sir, the amount he receives when he gets it, when it is 
expendable income, if it is enough to require him to pay income tax, 
he paysit. But you don’t pay it at the time it is collected. 

Mr. Arecer. Mr. Carey, to mention one ether thing before I leave 
the subject, I understand, of course, in this bill a man can qualify 
after a 20-week period in this Federal standard bill. What is the 
length of time in this SUB plan? Is it not 1 year where he qualifies? 
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Mr. Carry. Sir, that is a different kind of an arrangement than 
the law. You see, this applies only to a group of workers who have 
2 relationship with an employer and is designed to supplement what 
the Federal-State arrangement provides in terms of unemployment 
compensation. Now, a lot of employers have reduced their resist- 
ance to mapgoning standards because those agreements, a copy of 
which you have, reduce benefits, as a State standard goes up. That 
sometimes makes it easier on the employer. 

Of course the General Electric Co. does not have a supplemental 
nnemployment benefit plan. So they come down and they testify as 
they did yesterday, but—— 

Mr. Auger. Mr. Carey, I want to try to understand your outlook 
onit. To develop my thinking, I think this SUB does mean something 
to you folks. You sweated, I am sure, to get this through. It seems 
to me this was appropriate, logically, to try to understand your posi- 
tion with regard to a bill that imposes these Federal standards. 

Let me ask you something else, if I may. In a case of a man who 
quits without cause or is discharged for misconduct or for whatever 
other reason, under this present bill of course there is no right to 
be canceled. It would not even be a postponement or suspension of 
payment as I believe it is under supplemental unemployment benefits. 
There just would not be any canceling at all. 

Mr. Lesser. Mr. Alger, I think you are quite incorrect in your in- 
terpretation of H.R. 3547. 

Mr. Arcrr. Were you here when I asked that question ? 

Mr. Carey. Yes, sir. 

Mr. Lesser. It would not preclude a State from postponing bene- 
fits for any reason or for any length of time. If you compare H.R. 
3547 with bills that were before this committee last year, in 1954 and 
i) previous years, I think you will see the distinction. The bill that 
was before the committee last year would have precluded a State 
from postponing benefits for more than 4 weeks and precluded deny- 
ing benefits for any reasons other than voluntary quitting without 
good cause, discharge for misconduct, and refusal of suitable work. 
This bill, H. R. 3547, and the other bills do not contain any of those 
provisions. 

The only thing it says is that you cannot wipe out all the wage 
credits. It does not say anything about precluding er gees ase 
or disqualifications as were originally in State laws. It only wipes 
out this cancellation of wage credits which the Secretary of Labor has 
said is quite an unreasonable thing. 

Mr. Acer. That may be, and I appreciate your statement, Mr. 
Lesser. I am not sure about this language and I made it very plain. 
I am sure what the language in paragraph 8 means. I do know this 
in your own plan here, if a man quits without cause or is guilty of 
misconduct, he loses all of his rights on payment, unless I am mis- 
taken. Is that not correct? 

Mr. Lesser. Yes, but you are dealing there not with a social insur- 
ance system. 

Mr. Acer. Realizing: 

Mr. Lesser. You are dealing with—excuse me a minute, Mr. Alger. 
You are dealing with a collective bargaining agreement between an 
employer and a group of employees to provide benefits in addition 
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to those provided under the Federal-State unemployment compensa- 
tion system. 

Now, you have provided for much higher benefits there than are 
Reese 48 for under any State system because you are supplementing 
the State system. What you are providing there is from a private 
unemployment fund established in collective bargaining. You are 
not providing for a social insurance benefit. 

The principle that you may have in the collective bargaining agree- 
ment bears no relationship to the principle that you should properly 
have in a social insurance system. 

Mr. Arerer. Mr. Lesser, I recognize and respect your viewpoint as 
you stated it so clearly, that there is no basis of comparison. I just 
heartily disagree with that. I think the logic of one must necessarily 
be the lain of another in setting up an insurance program. We can- 
not just get a free ride off Uncle Sam. There has to be some basis 
of qualifying. If a man is guilty of misconduct or stays away from 
his job, you punish him in your own union. In this bill as I see it, 
the State cannot disqualify him. 

Mr. Carey. As I say, the State can disqualify him. As far as 
Uncle Sam is concerned, it ought to be clearly understood that Fed- 
eral benefit standards would not affect the Federal budget or cost 
Uncle Sam one additional penny. 

Mr. Aucer. Let me ask you this. 

We have a study here, “Compensation, State Unemployment Insur- 
ance Laws, U.S. Department of Labor, Bureau of Employment Secu- 
rity.” 

eis on page 99 of that—TI read through this thing—it speaks about 
labor dispute relative to disqualifications. I am asking for informa- 
tion. Could it be that the State will not have the right to deny pay- 
ments because of unemployment compensation as they now have in 
matters of labor disputes? 

Mr. Carry. Now, in the present law you have certain provisions 
that are Federal standards. ‘The States are prohibited from declar- 
ing a person ineligible to receive unemployment compensation if they 
refuse to take a job below the prevailing level of wages. There are 
certain other Federal standards that are now in the present law. For 
instance, you can’t be required to walk through a picket line and scab 
by a threat or the practice of denying unemployment compensation 
if you refuse to do it. 

There are certain Federal standards that have been in this legisla- 
tion since it was enacted. All we here ask is that one of the standards 
that was the whole basis of the law, that benefits be related to the 
wages at the rate of 50 percent, be continued and put specifically into 
the law. We ask the uniform duration period. 

Mr. Axcer. I ask is the State prevented from disqualifying the 
worker from labor dispute any more now than before Federal 
standards. 

Mr. Lesser. No. 

Mr. Cary. No more now than before. 

Mr. Axcer. All right. 


Mr. Carey. But there were certain Federal standards in that regard 
before and they should be continued. 


Mr. Atcer. I appreciate your answer and I think that should be 
on the record. 
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As to this matter of what percentage of wage is paid, it is true in the 
SUB plans the percentage there is based on net pay whereas we are 
talking now about gross pay, is that not correct, in the present bill ? 

Mr. Lesser. Yes; it is 65 percent of after tax pay. 

Mr. Areer. Which is more beneficial to the workers in terms of how 
much they will get ¢ 

Mr. Lesser. Sone» five percent of the after tax pay generally runs 
close to 55 percent of gross pay. 

Mr. Aucer. That is better gross pay 

Mr. Lesser. Yes. 

Mr. Auerr. Under the present bill. 

Mr. Lesser. Yes. 

Mr. Aucer. Very interesting. 

Referring to a chart in the material furnished us by the counsel 
and a provision of the bill, I am very interested in this particular 
feature because experience rating has come up here and we have a 
rather sharp difference of viewpoint on experience rating. I am look- 
ing at page 29 in data relating to Federal and State unemployment 
compensation laws, by committee counsel. If I understand this pres- 
ent bill before us, if this were in operation the Federal Government— 
and I just worked this out—see if I get my idea across. If it is in op- 
eration the Federal Government will pay three-fourths of the re- 
insurance cost above 2 percent. Take, for example, Michigan, and I 
have the Michigan figure marked here of 6.3 percent. If this were 
in effect then the Government would have ort about 3 percent. In 
subtracting 2 percent from 6.3 percent, and three-fourths of the dif- 
ference would be about 3 percent. In other words, that is what the 
Federal grant would have been had it been in effect with these set of 
circumstances. 

Mr. Lesser. Let me say, if this bill had been in effect, whether 
Michigan ever would have gotten the grant, I don’t know, because 
one of the conditions of getting a reinsurance grant is that for the 
past period the State have a minimum rate of contribution of 1.2 
percent. In other words, only if the State adequately finances its own 
system would you give a reinsurance grant when the State fund goes 
down. 

Now, as a practical matter, Michigan has not had a minimum con- 
tribution rate of 1.2. So it would not have been eligible for any grant. 
Assuming that Michigan met the condition or any other State had met 
the conditions of meeting the adequate financing of their own system 
set forth in this bill, and then assuming that their funds still went 
down, and their cost was 6 percent in a particular period, then the 
Federal Government would pay three-quarters of the cost above 2 
percent. But the State first has to meet these adequate financing 
standards set forth in this bill. 

Mr. Aucer. I follow you there. That 1.2 is troublesome. Let me 
ask you. As I gather from your presentation, and I scanned through 
Mr. Reuther’s statement, too, I think you say it well, what you pointed 
out in supporting the Federal standards bill was this, that the people 
of the Nation ought to be able to pay for these Federal grants to 
help the condition in the auto market. We all buy autos all over the 
United States. If there is an unemployment problem in Michigan 
it is a national problem, I think you pointed out, Mr. Carey; this 
crosses State lines. It is something then that all the people ought 
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to bear through Federal grants under this bill; is that correct% That, 
is the Federal grant we just were speaking about, the three-fourths 
over the 2 percent; is that correct? And [ think it is a valid view- 
point now from your standpoint. T disagree with it. I want to be 
fair in qeteinting that part of it because it seems to me we have tivo 
choices here. See what you think of this. Either you wil) add to 
the cost of the product, the cost of doing business in this way, wnem- 
ployment insurance, the automobile manufacturers will add that into 
the price of the automobile, that being one way to do it, or you ask 
for Federal grants. ‘To me it is just that clear. 

Do we include unemployment compensation as a business expense 
which seems to me right? Or instead of that do you want to come 
WO fere and get Federal grants and socialize the country in getting 
this particular money? This is the logic now that disturbs me. Now, 
take the lumber business. 

Mr. Carry. Mr. Alger, don’t give the Socialists credit for some of 
good things done in this country. 

Mr. Arcrr. Wait a minute. : 

Mr. Carry. We are not interested in socializing the country. 

Mr. Atcer. I said in the logic. Listen to this. ‘Take the lumber 
people, for example, this is a dangerous business. They pay $15 out 
of $100 for insurance, workmen’s compensation. This is added into 
the cost of the product. They do not come here to the Government 
to get a Federal grant. 

We can help these lumbermen if we want it, I suppose, as we could 
help you out with a Federal grant under this standard bill. Or we 
can add the cost of unemployment compensation through the employer 
paying for it as a cost of business tothe consumer. There is a dilemma. 

1ere are two conflicting viewpoints between you and me as I see it, 
as I reason this thing through. 

Mr. Carey. There is the other point, Mr. Alger. 

Mr. Atcer. What is the other point ? 

Mr. Carry. You might say let the American people pay the total 
cost for the involuntary unemployment that they had nothing to do 
with bringing about. : 

Mr. Arcer. They do in paying for the automobile they buy—if 
unemployment compensation is in the price of that automobile. But 
do not make them pay as taxpayers through Federal grants because 
in the course of doing this you will socialize the country. I am not 
talking about socialism. I am talking about socializing the type of 
Government we have, in that sense. In other words, you can either 
add to the cost of the product to the consumer or you can ask for 
Federal grants from Uncle Sam which is what you are asking, three- 
fourths of all the expense over 2 percent the Government would pay. 

Mr. Carey. Or you can condemn these American people to carrying 
the full cost of unemployment by not according them the considera- 
tion that they deserve. 

Mr. Avcrr. How about the lumberman, Mr. Carey? 

Mr. Carey. Of course there has been suggestion you might as well 
shoot the unemployed. 

Mr. Acer. Please. 

Mr. Carey. I am saying this—— 
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Mr. Arerr. Why do we not give Federal grants to lumbermen then 
to $15 of $100 of their basic expense which the American public is 
paying for when we buy lumber? Why do we not give them Federal 
grants bear instead of letting it add to the cost and charging the 
consumer 

Mr, Carey, Sir, 1 am asking now that we establish some reason- 
able benefit standards for the people who are involuntarily unem- 
ployed. I know that we give subsidies to farmers, to airlines, to 
steamship companies; we give all kinds of subsidies. But the labor 
movement does not come here and say, “Keep these companies from 
getting the subsidies because that is a socialization program.” 

Mr. should. 

Mr. Carry. Al] I am asking here, sir, is economic justice for the 
most productive people in the world, American wage earners, millions 
of whom are now unemployed. Profits of their employing manu- 
facturing corporations are higher than they have ever been. We 
have prosperity for all but the least of our citizens now, the unem- 
ployed and their families, 

Mr. Arerer. Mr. Carey 

Mr, Carey. Can I say, sir 

Mr. Foranv. Mr. Chairman, point of order. 

I notice the witness is not permitted to answer the question. I think 
as a courtesy to one of our invited witnesses he should be permitted 
to answer the questions without interruption. 

The Cuairman. Let me say this, that it is always within the pre- 
rogative of the member of the committee questioning the witness if 
he thinks the witness is straying from the question, to try to brin 
him back to the question. But in the exercise of that privilege 
trust we will always be patient with the witness and not create the 
impression in anyone’s mind that we are unduly hastening the wit- 
— = answer. But give him time. We will sit here if it takes 
all night. 

rg Acer. Mr. Chairman, let me assure you I appreciate the 
patience of this committee and I might say to my colleague I might 
need the discipline. At least I am trying my best to get the answers 
to some questions. I thought I was making constructive progress. 

The Cuarrman. No one is disciplining any member of this com- 
mittee. 

Mr. Carry. No, sir. 

The CuatmrMan. But recognize the fact we may stay here as long 
as necessary in order for you to fully propound your questions and 
for the witness to fully propound his answers. 

Mr. Ateer. Thank you. 

Mr. Carey. Mr. Chairman, may I say that I made a statement be- 
fore we recessed this morning that I could not see how anyone with 
the information before this committee could vote against these pro- 
posals. I greatly hope it to be unanimous and I hope also that if the 
committee can have the patience, I expect to get Mr. Alger to be for 
it 


"The Caraman. I thought I detected that you two gentlemen were 
getting pretty close together. That is the reason I wanted each of 
you tebe patient with the other. ; 


Mr. Acer. I am almost through and I want to tell the chairman 
I do not mean to prolong this. 
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Mr. Carry. I thought maybe we could work out unemployment 
compensation by letting the employer pass it on, as they do in the 
lumber business and in all the other businesses where employers are 
paying through experience ratings, finance unemployment compensa- 
tion as one of the normal costs of business. This is a big concession, 
let. us say to some eople at least. 

Mr. Carry. A big concession to the employers, Mr. Alger? 

Mr. Auger. No; it goes to the consumer. 

Mr. Carry. Let me say this, sir. 

Mr. Acer. Let me finish my statement. 

Mr. Carey. Isn’t one of the Federal standards now in effect. that 
experience rating shall be included in all the State laws? If you 
have a Federal standard with regard to experience rating why can’t 
you have a Federal standard with regard to the benefits paid and the 
duration. That is all I say. If it is good to have a Federal stand- 
ard requiring experience rating in the bill it is also good to have a 
Federal standard regarding an amount and duration. That is a 
minimum amount. 

Mr. Aucer. Mr. Carey, I still am not getting my point through to 
you. Why cannot this be charged as a cost of business because the 
consumer is going to foot the bill for the product he buys, because 
the unemployment compensation is in the total price, rather than 
coming to Uncle Sam, whatever the industry is, and say, “Give us a 
Federal grant because three-fourths of the amount of reinsurance 
over 2 percent will be paid by the taxpayers,” that is Uncle Sam, the 
taxpayers, I say, let the consumer pay it. That is the thought I was 
expressing, just like lumbermen pay $15 of every $100 of insurance 
of workmen’s compensation and they do not come here saying, “Give 
us a Federal grant.” Rather, they put it into the price of product. 
Ts that not logical ? 

Mr. Carey. Mr. Alger, this is not a Socialist proposition I am try- 
ing to put forward to you. Iam trying to put forward a proposition 
that is no more socialistic than the Prudential Life Insurance or any 
other legitimate insurance plan; and that is what we want, sound in- 
surance features. We want a general sharing of the cost of unem- 
ployment, involuntary unemployment, and you can’t do it just with 
individual employers. If individual employers could have avoided 
unemployment perhaps they would, especially if they were encour- 
aged by good collective-bargaining instruments. But we have to find 
out whether it is proper to have a Federal standard on the side of the 
benefits. Now, this is not new and if I display any impatience, it is 
because we went over the same thing in 1949, 1953, and 1957, and 
every time we have a recession. Not long back we had recessions 
every 7 years. Now we are getting them every 4 years. They are not 
as deep due to safeguards like unemployment compensation and so- 
cial security. But we still have them—and more often. So we had 
one in 1949, as well as 1953, and another one in 1957. When I testified 
before the Ways and Means Committee on June 11, 1954, if you will 
permit me, I told your members— 

It is your responsibility to improve unemployment benefits just as surely as 
it was the responsibility of Congress in 1935 to enact the social security law 
which brought the Federal-State system of unemployment compensation into 


existence. I say to you if Congress had not acted in 1985 we would have not 
had the laws in the various States with the possible exception of Wisconsin. 
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May I say this? The real issue is not whether there should be Federal stand- 
ards but whether the workers should receive more protection. The very same 
employer organizations which ask you to leave benefit provisions to the States, 
lobby vigorously in the State legislatures to defeat bills we support that would 
improve benefits by State action. 


One more sentence. 


Our members are tired of having every suggestion they make for aiding un- 
employed workers defeated by argument that some other method should be used. 

This was testimony that I gave to the Ways and Means Committee 
on June 11, 1954. The yen, is just as good now as it was then. 
And I say to you, sir, they are still the same issues. someone may say 
there is a better method than the Federal-State arrangement. If so, 
put it into a bill and let’s get consideration for it. Just now I would 
say that we cannot find a single, solitary, logical argument against 
this legislation. The only people we find will even testify against it 
represent a small band of employers that want a tax advantage by 
being able to move their operations like the gypsy caravan I men- 
tioned earlier. Now, most employers are for this legislation. Virtu- 
ally all economists, and when i say all the economists, sir, that 
covers 

Mr. Areer. Mr, Carey, wait a minute. You are making a fine 
speech, and the record is open for you to add everything you want. 
It is like Mr. Reuther’s statement—I can’t take time—absolutely it is 
filled with half-truths and premises and with a lot of truth. We 
have to separate the chaff from the wheat. 

Mr. Carey. If you separate them you might find the full truth. 

Mr. Acer. Possibly. I don’t at the moment see it that way. 

I have a statement by Mr. Cruikshank who was here the other day 
in a talk he delivered in which he says this: 

The tax rate applied to individual employers ranges from zero (incidentally, 
isn’t that a nice contradiction in itself, a zero tax rate) to 4.5 percent of the 
taxable payroll. 

What disturbs me is his making light or fun of the fact some em- 
ployers have a zero. They have a zero because they have stabilized 
employment. I observed General Motors and I think it is General 
Motors since last June hasn’t had to pay any money, Zero, into their 
own supplemental unemployment benefits that you worked out with 
them, the reason being they have enough money on hand according 
to a formula you worked out. 

Mr. Carry. I am pleased you are asking these questions, especially 
of me because I negotiated that agreement. 

Mr. Aucer. That is exactly why I am asking you, Mr. Carey. 

Mr. Carry. The reason they have so much money in those funds is 
because in Ohio, the administration said that you could not have sup- 
plemental plans so that from 1955, the time that agreement was nego- 
tiated, the funds built up and no benefits were paid. In our own union 
the sum of $9,250,000 accumulated because the State authorities said, 
“You can not pay it and if you do pay it and the people take it, they 
will be denied unemployment compensation provided by the State.” 
That is the only reason, sir, that the benefits were not paid. Not a 
single, solitary penny was paid out of those funds. The plan does 


provide that when you reach the maximum funding position then the 
employer stops making the contributions. 
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Mr. Acer. Is not that where it was, though? 

Mr. Carry. The maximum funding position was reached because 
the state authority erroneously had denied the right of the private 
contracting parties to pay out benefits. That, sir, was corrected, just 
corrected recently by action of the State legislature. The benefits now 
will be paid out. Unfortunately, many people suffer, not just the 
beneficiaries but the community suffers because the fund had been paid 
in and was not permitted to be paid out. There are only two States in 
the union now where they still refuse to permit supplementation of 
unemployment benefits. I am sure that will be corrected in time. But 
in the meantime the suffering of the unemployed was tremendous. 

Mr. Arcer. I appreciate your concern for that, Mr. Carey and I 
share it. 

Let me finish by quoting, if I may, a statement I have here that is 
attributed to Mr. Reuther and see what you think of this. 

Mr. Carey. Sir, could I also say that Mr. Cruikshank was not play- 
ing lightly on this thing. 

Mr. Aucer. I am certain he was sincere in his viewpoint. 

Mr. Carry. Can I tell you why ? 

Mr. Aucer. I just read—— 

Mr. Carry. He thinks that General Motors and General Electric 
and all these other companies should share in this responsibility and 
be permitted to pay a proper share and not have a zero tax arrange- 
ment. 


Mr. Arcer. If I may, I would like to read this statement of Mr. 
Reuther’s, what he said: 


We are going to work at providing the most powerful economic incentives that 
the auto industry ever had by building this GAW to 100 percent so that it will 
cost them just as much to keep us unemployed as it does to keep us fully em- 
ployed. Then you watch how fast they find the job for us on the full-time basis. 

That is a tough statement of a tough little man and I think he cer- 
tainly has been an able spokesman for his view. But what troubles 
me is that this present bill—— 

Mr. Carey. I do think that Walter Reuther could almost have been 
quoting some remarks that I had made. 

Mr. Aucer. An equally tought little man, let us say. What dis- 
turbs me is this and I am not wandering afield but I want you to fol- 
low me on this if you will. You know the farm problem is a trouble 
to us, all of us. You wonder what to do with it. Along came the 
soil bank where we pay the farmer for not doing anything. We went 
further, by saying—it was proposed but voted down—if you promise 
not. to do something next year with your land we will pay you now. 
This was payment on the soil bank even ahead of time. Wit troubles 
me now, I think Mr. Reuther suggested this bill approaches the di- 
rection of a guaranteed annual wage, a guaran three-quarters 
annual wage without working. Now, that is what disturbs me about 
this Federal standards because this is just the starting point. On 
top of this will be built whatever State programs you can work out 
through State legislatures individually or through private employ- 
ment plans. 

Mr. Carey. Mr. Alger, one thing concerned you, as I heard your 
line of questioning to a previous witness, and it was that the low- 
rated people are the ones first laid off. It is true, sir, that the prac- 
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tice is to lay off people who are most recently hired in American 
industry. at 1 also want to point out is not only that the ones 
most recently hired are laid off first but also that the ones who have 
been getting higher rates of pay start bumping down and get lower 
rates of pay. We have fewer people a in many sections of 
industry and we are producing more, and the cost is less. It is im- 
portant to remember again and again that our economy is based on 
the dynamic fact of increasing our production capacity. 

Now, I would say to you, sir, that with a Federal-State unemploy- 
ment compensation program carrying its share and obligations, the 
obligations that were established when this legislation was originally 
enacted and by establishing these few adjustments, these improve- 
ments, the program will contribute to the growth of the economy. 
Very definitely, we ought to get to work on some of the other things, 
pa, it is extremely important that industry should carry its share 
in providing unemployment benefits. It is not good to permit a 
deterioration of the standards under the unemployment compensa- 
tion law enacted in 1935. 'To dump unemployed people on local relief 
rolls or to dump them on the States when billion-dollar corporations 
remain callously indifferent, that is like saying to me the Atlantic 
coast and the west coast have to pay all the defense bills because if 
there is an invasion of our country it will hit our shores first. 

Mr. Acer. We are sharing them, Mr. Carey. We are running $13 
billion in the hole this year. Doesn’t that concern you ? 

Mr. Carey. It certainly does, sir. The fact that since 1953 we have 
had two depressions, that concerns me. 

Mr. Arcer. You said a moment ago— 

Mr. Carey. I was going to say if we could get the American em- 
ployers to do a better job of management, then perhaps we could get 
our Government to do a better job of management. 

Mr. Areer. I must. suspend, Mr. Carey, but I want to say about 
your recent statement that we were in a depression, we are not in a 
depression, as I see it. Therein lies a difference between us. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Curtis wishes to question the witness. 

Mr. Curtis. Thank you, Mr. Chairman. 

I will try to confine my questions to three specific areas. I hope I 
will not take too long. I am quite disturbed when a gentleman like 
Mr. Carey says that no one is opposed to this bill other than small 
group of self-employers, no economist is, and so forth. 

Mr. Carey, we have already had, I think, many sincere Americans 
testify before us who would not be classified in that category, and 
there are many others whom I have talked to, who are not connected 
with this small group of employers. I certainly can say Iam not. I 
am by no means convinced that we are wise in going ahead. But your 
position is so adamant that you don’t, apparently, recognize even the 
good faith of those who might disagree with you. That part really 
disturbs me. 

Let me go to one of the three points. 

As I read the basic purpose, or one of the basic purposes, and the 
one most reiterated in the establishment of the unemployment insur- 
ance program, it was to trv to create employment stability and to 
encourage companies to stabilize their employment. 

39678—59——58 
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Do you recognize that to be one of the express objectives of the 
unemployment insurance program when it was put into effect in 1935? 

Mr. Carey. Not the most important. 

Mr. Curtis. But as far as many of the people who proposed it, that 
was one of the basic purposes, as I understand it, not only so much 
the basic purpose as it was an argument between two systems as to 
whether or not that could be achieved. 

Well, let’s leave it this way. You recognize it is one of the 
purposes ¢ 

Mr. Carey. Could I say, sir, that you suggested that this was the 
‘basic purpose in 1935. 

Mr. Curtis. I didn’t say that. 

Mr .Carey. I say it was one of the minor purposes. 

Mr. Curtis. That is all right. 

Mr. Carry. Could I refer to what this committee said ¢ 

Mr. Curtis. I did not say it was it. I tried to word it carefully to 
yes “one of the.” 

Mr. Carey. If I may: 

The essential idea in unemployment compensation, more commonly but less 
-accurately called unemployment insurance, is the accumulation of reserves in 
times of employment, from which partial compensation may be paid to workers 
who become unemployed and are unable to find other work. 

That is the full quote. Those were the words of the Ways and 
Means Committee in 1935. 

The main purpose was to accumulate reserves for the purpose of 
helping the unemployed at the time when they couldn’t find work. 

Mr. Curtis. Let me word it this way: Do you recognize that one 
of the purposes, regardless of how much weight you give to it, but one 
-of the purposes was to try to encourage employment stability on the 
part of the individual companies? 

Mr, Carey. Yes, sir. 

Mr. Curtis. Then there have been witnesses who have said that they 
didn’t think that objective had been too well attained, but others who 
felt that it had been. 

One particular bit of testimony that I was very much impressed 
with was that of the vice president of the Pacific Telephone Co., which 
which is an industry which has had rapid technological changes. He 
pointed out the work they had done to try to preserve and stabilize 

‘employment. One of the basic incentives for that was from a good 
experience rating they would gain in terms of a lower tax rate. That 
was the reason, was it not, that experience rating was put into the 
law “7 a Federal standard, which you properly pointed out, back in 
1935? 

Mr. Carey. Sir, could I suggest that back in 1935 it was recognized 
that employers in the shoe manufacturing industry were not able to 
stabilize employment as well as a utility like the telephone companies, 

‘because the latter had essentially a monopoly of the service. I am 
talking about the telephone company. 

Mr. Curtis. I understand. 

Mr. Carey. Or a producer of electricity, a utility of that nature. 
‘They have a better opportunity of leveling off and maintaining a 
level of employment more than a manufacturer of elctrical appliances. 

Mr. Curtis. Or other industries, that is quite true. 
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Mr. Carey. The people who proposed the experience rating, had as 
a main advocate Gerard Swope, then the president of General Elec- 
tric Co. He advocated experience rating as a method of requiring 
employers to stabilize their employment by giving them a tax ad- 
vantage. 

But in 1935 it was recognized that some cmpioyers, no matter what 
their intentions were, would not be able to stabilize their employment 
because they—— 

Mr. Curtis. As well as, relative. 

Mr. Carey. That is correct. So it wasn’t to free some employers 
from any responsibility at all. 

Mr. Curtis. I am sorry, you are not answering the question as I 
tired to propound it. The question was: Was that an objective of the 
unemployment insurance program and, secondly, the experience rat- 
ing was a method of encouraging that to come about ? 

Mr. Carey. Mr. Curtis, I guess I should explain that in 1935 I was 
opposed to the experience rating arrangement, and I never expected 
it would do all the things that Mr. Swope, a dear friend of mine, 
thought it would do. 

Mr. Curtis. Do you think that now in the light of some—how 
many years have we had it—24 years?’—that you have changed your 
mind? Do you think experience rating has brought about better em- 
ployment stability in various companies? 

Mr. Carey. The very example that you cite—— 

Mr. Curtis. Can’t you anwer that? 

Mr. Carey. I might not be able to answer it the way you want me to 
answer it, Mr. Curtis. 

Mr. Curtis. All I want you to do is answer the question. If you 
disagree, say so, and if you don’t, then say so. But you go off to 
another area. 

Mr. Carry. I am sorry. I tried to get back to the point you raised. 

Mr. Curtis. The point was whether or not you felt 

Mr. Carry. Utility companies, like telephone, were not concerned 
back in 1935 with the introduction of any devices, but there has been 
a speedup in their industry. So the stabilization that you could have 
in the telephone industry in 1935 you can’t have today, because now 
in the telephone industry, instead of it being a growing industry, it is 
an industry that has reduced employment opportunities due largely 
to the fact of dialing systems and other new devices. 

Mr. Curtis. Do you think that one of the incentives that made the 
telephone company try to plan so that they could produce stable 
employment was the experience rating? They said it was. They have 
come in here and have given us evidence that it was. Other com- 
panies can do the same. I am asking this question: Has or has not, 
in your judgment, the use of the experience rating encouraged sta- 
bility of employment on the part of various companies ? 

Mr. Carey. Sir, the savings from the new methods that do result 
in employment and stability are far in excess of the amount that they 
would have to pay. 

Mr. Curtis. I didn’t ask that question. I asked you whether or 
not 
_ Mr. Carey. Well, sir, it happens to be an industry I am quite 
familiar with. I happened to be trained in engineering. 
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Mr. Curtis. Then why don’t you answer the question? You should 
be able to answer the question. 

Mr. Carey. I can’t agree with that telephone executive that you 
talked with. 

Mr. Curtis. Allright. That is all I was asking. 

In other words, you do not feel that experience rating has helped 
in producing employment stability ¢ 

r. Carey. To the extent that it was credited with, no, sir, I do not. 

Mr. Curtis. But you do think it has been of some help? 

’ Mr. Carey. It may have. I don’t know of any instance where it has, 
ty esr You would just as soon see the experience rating elimi- 
nated ¢ 

Mr. Carey. No, sir. 

Mr. Curtis. Well then, why not ? 

Mr. Carey. I would like to see that determination be made accord- 
ing to the circumstances in the various States. If they like experience 
rating and it does good in that particular situation, they ought to 
continue it. But I don’t think they ought to have experience rating 
whether it is beneficial or not. I think I would leave to the States 
the determination of that. 

Mr. Curtis. Well, on this, of course, many economists would dis- 
a with you. This is a very important element in this particular 
bill. But at least I have gotten into one area where I think I under- 
stand where we disagree. I am very anxious to find out. 

Mr. Lesser. Excuse me, but if I may say so, I don’t think this is 
an important element in the sense that you put it. This bill does not 
abolish experience rating. This bill relaxes the present standards 
which require experience rating. 

Mr. Curtis. I know what it says. By taking the words only in 
the bill it does not. I am not sure that it does eliminate it. But we 
have received some pretty cogent evidence to show from a practical 
standpoint what the language in this bill would do, which would be 
to destroy, as several witnesses have said, experience rating. I will 
be honest with you that I am not at all sure but what is not 
the real objective of the bill. I mean that. 

Mr. Carry. No, sir, Mr. Curtis. Please, I am trying to give a 
factual answer. I can’t agree with you that this bill would destroy 
experience rating. I can’t agree with anybody who would testify 
to you that it would. 

r. Curtis. Let me do this, so that we can move on. There was 
one example given us by the vice president of Pacific Telephone 
Co. where he thought, and he pointed out why, from a practical 
standpoint, this would destroy the experience rating. If we can 
excerpt that testimony and send it to you, I will be glad to have your 
answer for the veel: as to why you think he is in error. He gives 
an actual application of the law as it would be to a practical situa- 
tion in California. Frankly, it was pretty compelling to me without 
going any further into it. 

Mr. Carey. If, in California, they want to do away with experience 
rating they ought to have that opportunity. 

Mr. Curtis. No. He said that under the language of this bill as 
it would have to be carried out, the practical effect would be that. 
But let us leave it there. 
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Mr. Carey. It may well be, sir. I don’t want to misinform you. 
It may well be that experience rating is not serving a useful purpose 
in Ce lidernta, and the enactment of this legislation would leave to 
the State of California that determination. 

Then they would eliminate experience rating, and the practical 
result may be the same. 

Mr. Curtis. So you want to eliminate one Federal standard, as I 
see it here, and put in other Federal standards. You think that in 
the law of 1935 we put in the wrong Federal standard, that is, re- 

uiring experience rating, and in lieu thereof put in the benefit—well, 
that is a very fundamental change in the law. I can see that. 

Mr. Carey. Mr. Curtis, I would like to leave to that utility exec- 
utive and the people of California that determination. I am just 
saying to you, sir, it is not the main purpose of unemployment com- 
pensation. I don’t suppose that that utility executive would ever be 
the recipient of benefits. 

Mr. Curtis. Let us don’t attack a man on that, Mr. Carey. I know 
he is just as sincere as you are. 

Mr. Carey. [ am not attacking him. 

Mr. Curris. You are, when you say that he is not the recipient— 
well you put it that way. 

Mr. Carry. No, sir. 

Mr. Curtis. All right. 

Then he is trying to be, I hope, as objective and as interested in 
our fellow Americans as you are, and I hope Iam. That is the one 
thing I wish we could get rid of. 

Mr. Carey. Mr. Curtis, did you understand that the main pur- 
pose of this bill is to help the unemployed ? 

Mr. Curtis. Exactly. We agree on it. Don’t assume then that 
someone who happens to disagree with you, Mr. Carey, is in less 
agreement on that one fundamental thing. We are trying our best 
to do what we think is best for the unemployed. That is my objec- 
tive. I hope that is his. I hope, and I am sure, it is yours. 

All I am saying is let us stick to that. Don’t accuse a man be- 
cause he won’t get unemployment benefit, therefore he is not being 
objective in telling us what he thinks is the best thing for the em- 
ployees and the unemployed. 

Mr. Carry. But I don’t think his main objective was to represent 
the interests of the unemployed. 

Mr. Curtis. I think his main objective is just the sarne as yours. 

Mr. Carry. I wish it was. 

Mr. Curtis. A good manager, if he is a good employer, is very 
much concerned with his employees and the ones who are the most 
successful are the ones who are most interested in their employees. 
I think that is why in America we have had successful managers. I 
respect the labor leaders because I think they have done excellent 
jobs in many, many ways in bringing about higher living standards 
for our people. But I respect our employers, too, sir. I think both 
of you are doing a good job, so let us lay off the motives and get down 
to the issues. ether you are right in your method of achieving 
these ends or whether they are, that I can examine into, and we can 
honestly disagree without being worried about who is for the little 
man and who is not. I hope we all are. 
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Mr. Carry. The question of experience rating is unimportant in 


comparison to the main purpose o the unemployment compensation 


program which is to help the unemployed. 


r. Curtis. 1 happen to disagree with you, sir, for this very reason. 


1 think the best way you help the wnemployed is first by seeing 


that they don’t become unemployed ; and secondly, to give them jobs 


if they do become unemployed. 


If one of the objectives is to provide stability of employment, and 


we are attaining that to some degree, then [ say that is a fine point 
in this program, 1 think it does exist, although you and I apparently 
disagree as to the full effect of experience rating. 1 think, and many 
in Congress I know will agree with me, that this has produced a better 
incidence of stability of employment in many, many companies. 
That feature of this program I want to try to preserve. 

Mr. Carey. I think, Mr. Curtis, we will both agree, won't we, that 
the experience rating did not stabilize employment ‘ 

Mr. Curtis. I said help. I think just as you have said, and we 
all agree, unemployment insurance can only help. It is not going to 
solve unemployment. 

Mr. Carey. That is right. 

Mr. Curtis. These are all relative, in my judgment. 

When the bells rang, you wanted to answer further my question on 
how much we knew about who were the unemployed and what their 
wage, the average wage, of the unemployed might be. I was point- 
ing out that I thought we had to have statistics, 1f we could get them, 
because it was really the 50 percent of that group that was the stand- 
ard we were looking for, not the 50 percent of ve Be the average wage 
of the work force of a particular State might be. 

Mr. Carey. It is of the work force of a particular State. 

Mr. Curtis. I know it is, but I say from the standpoint of our con- 
cern for the unemployed, and the theory of this program, we want to 
be sure that it is 50 percent of the wages of those who are unemployed. 
If it is true that the bulk of the people are the unskilled, semiskilled, 
in other words in a lower wage bracket, then actually we might be 
closer to paying 50 percent of that group than we might know. That 
is why I might ask that question if you had some figures. I have 
: uested the Department of Labor to supply whatever figures they 

ad on it. 

I might say I happen to be on the Joint Economic Committee. On 
April 25 we start hearings into this area to find out if we can see a 
little better what we are talking about when we talk about the un- 
employed, to see who they are, because in knowing who they are, I 
think we will get some guidance in what we might do in this area and 
many other areas. 

Mr. Lesser. Mr. Curtis, if I may, first let me say that no matter 
what you do in terms of a maximum weekly benefit, no individual is 
going to get more than 50 percent of his own wage. 

Mr. Curtis. Under this proposed bill. 

Mr. Lesser. That is right. 

Mr. Curtis. I agree with you. I want to say that I made a mis- 
statement in presenting it to another witness. I have since read that, 
and I agree that that is in this bill. 
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Mr. Lesser, So if you set the maximum benefit at $60, and the peo- 
»le earning $70 and $80 are unemployed, they just wouldn't be effected 
y the maximum, As far as who the tinemployed are, Congressman 

Machrowiez has cited the one nationwide study that was made by the 
Survey Research Center in Michigan. We do know how many 
people are being affected by the maximum. We do know that in the 
period from January to September 1958, in 11 States, more than two- 
thirds of the unemployed people who were drawing benefits were 
being hit by the maximum, 

Mr. Curris. That is an important statistic. The Bureau of Labor 
Ntatisties has those figures 4 

Mr. Lesser. That is in the study of adequacy of benefits under un- 
employment insurance by the Bureau of Employment Security. 

Mr. Curtis. Does it also show whether they might be above 50 per- 
cent! I think many people drawing unemployment insurance now are 
above 50 percent of their wages. 

Mr. Lesser. No. These people, when you get 3 to the maximum 
benefit, I don’t think you will find many people who will be in some 
of the lower wage categories. When you get up to the maximum, you 
will find very few. For example, in Illinois, 83 percent of the people 
were drawing the maximum. Here Congress appropriates hundreds 
of millions of dollars for the purpose of keeping wage records, and 
vet in a State 83 percent of the people are drawing a flat maximum 
benefit. Nationwide it was 53 percent. 

Mr. Curtis. Those are meaningful figures to me. I still want to 
try, if I can, to get a further breakdown. But I do appreciate that. 

One thing, too, in order to get these figures, in fact the real reason, I 
would say, or at least one of the reasons, for getting these figures, is 
to see how well the States have done. I think that their average wage 
is the figure that we should be most concerned about to relate how 
well the States have been doing in this program. But we will leave 
_ point there. If we can get further figures on this thing, I 
So, 

his is the final point that I would like to discuss somewhat, and I 
have not seen it developed. 

Mr. Carey, you suggested this point to me in saying that the tax 
rates of the States are based upon two aspects, and I tend to agree 
with you, the amount of the benefits, and, too, the experience rating 
or, rather, the experience of that particular company. 

Do you have any idea about the ratio between those two elements 
that go to make up the tax rates? The low rate, let us say, of a State 
that maybe would have an average of 1 percent, how much of that 
lowness below 2.7 percent, for example, comes from good experience, 
stable employment, and how much of it comes from the fact that the 
benefits are maybe not higher than they are? 

Mr. Carry. I was speaking directly from a document. That com- 

pany actually uses 102 items to determine whether they should locate 
in one plant—— 
_ Mr. Curris. No, you misunderstand my question. You were point- 
ing out when we were discussing what goes to make up the low tax 
rate. Here in the bill we have provided that they pay at least 1.2. 

Mr. Lesser. I was the one. P'don't know that you can determine 


the ratio, The point I was making was in terms of the average rate 
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in a State that is the average rate of contributions being based on 
these two factors. 

The average rate in 1958 nationwide was, I believe, 1.4 percent. 
The Department of Labor has estimated, I believe, that if the benefit 
standards in H.R. 3547 and H.R. 3548 were in effect, the average rate 
nationwide would be increased to about 2 percent. 

Mr. Curtis. Yes, that would give me the figure I am looking for. 
— would be at least some of the ratio of the cost of the increased 

nefits. 

Mr. Lesser. But the point is you can’t say that the difference be- 
tween 2 percent and 2.7 is due to stabilization. That is, answering 
certain rates of unemployment over the cycle they figure that this 
would increase the benefit cost in the States up to 2 percent. 

Mr. Curtis. At least it would be in this area that we can find the 
answer, if we can find the answer, of how much the rate has been 
lowered as a result of experience rating, which I would regard as 
stability of employment. The two are interwoven, of course, use 
the number who are actually unemployed times the benefit produces 
the result. Therefore, you base your tax on that. Certainly, if you 
have a lower incidence of unemployment—— 

Mr. Lesser. If you could have perfect stabilization you could pay 
everybody $1,000 a week and it wouldn't cost you a penny. 

Mr. Curtis. You wouldn’t pay anything, theoretically. The ex- 
perience rating would go right on down to zero. 

I have one final point. If this turned out to be the case, I can see 
if we were to preserve experience rating, we might have to consider 
at the Radesit. level, or might not, whether to increase it above 3 
percent. Some States, on their own initiative, have gone up higher 
than 2 percent or 2.7 in order to give a wider spread to make the in- 
centive on experience, employment stability, more meaningful. I 
think my own State is 4.7 percent, as an example. So they can make 
this incentive amount to something. 

I will just leave that thought. 

Mr. Lesser. If I may make one comment on that, Mr. Curtis, it 
seems to me that your last comment—and I am stating this as a fact- 
ual matter—and some of the testimony that you cited of employers 
who were for this standard requiring experience rating, is a clear in- 
dication that the issue here is not an issue of States rights. In other 
words, the employers who testify for the standard on experience rat- 
ing are for that standard, but te are not for a standard on weekly 
benefit, amount, and duration. 

Mr. Curtis. The two are entirely different approaches on this thing. 

Mr. Lesser. Sure, they are approaching it from the points of view 
of what you call the incentive and the tax rate. But it does illustrate 
the point that this is not a pure States right issue. If it was a pure 
States right question you would say there should be no standards or 
you would be all for relaxing what standards you have and not put- 
ting on any more. The point is that you have to make a decision 
here that if a standard on experience rating is important because you 
think that that is a purpose of the program, why isn’t adequate bene- 
fits and why isn’t adequate duration as important an aspect? As was 
pointed out, in 1935 this committee said that was the essential pur- 
pose of unemployment insurance. 
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Mr. Curtis. I don’t think we disagree on that observation as to the 
States rights. I look at this not from the standpoint of State and 
Federal rights, but rather from the standpoint of what system works 
best, balancing off one aspect of the States and one of the Federal 
Government. That is the test L apply. There have been reasons for 
caution given this committee by people who are interested in makin 
this program as effective as possible. They have said that because o 
other elements involved in here—and incentive is part of it—we run 
a risk in lengthening the duration; that we move toward welfare and 
away from insurance. The question of the amount of benefits given 
is a question of whether or not the States have adequately carried the 
thing forward. I think you gentlemen made some interesting points 
as to why you think the States have not moved rapidly passtes& 

But I think you all would agree that the States certainly have 
moved. There has been considerable progress. The argument is 
whether it has been enough. On that basis, I would make my deci- 
sion as to whether or not the Federal Government needs to step in in 
order to make the States move more rapidly than they have. 

Mr. Carry. Mr. Curtis, could I refer to a recent declaration made 
by 21 people of the academic world? They are outstanding people. 

hey are dealing in this field and with years of experience. The 
statement starts off : 

It is now clear from recent experience that in its present form our Federal- 


State unemployment insurance system does not afford sufficient protection to 
unemployed persons and their families during a recession. 


Tt goes on to make a number of very pointed statements. 
The changes recommended— 
in the present legislation, the statement declares— 


would retain the basic responsibility for unemployment insurance in the indi- 

vidual States. At the same time, however, recognition is given to the fact that 

the Federal Government should have a responsibility to assist the States to meet 

rp a which cannot effectively be handled exclusively on an individual 
tate basis. 


The statement continues on and it is very interesting. That 
prompted by remark about virtually all the economists. I hope the 
statement may be contained in the record. 

The Cuamman. Without objection, it will be included at this point 
in the record. 

(The document referred to follows :) 


IMPROVING OUR FEDERAL-STATE UNEMPLOYMENT INSURANCE SySTEM—RECOM- 
MENDATIONS FOR CONGRESSIONAL ACTION 


It is now clear from recent experience that in its present form our Federal- 
State unemployment insurance system does not afford sufficient protection to 
unemployed persons and their families during a recession. 

Karly in 1958, after the recession has begun, the executive and legislative 
branches of the Federal Government concluded that the Federal-State system 
of unemployment insurance was not adequate to meet the unemployment emer- 
gency without Federal action. As a result, Congress passed and the President 
signed, an emergency stopgap bill to provide temporary unemployment compensa- 
tion benefits by advancing funds to the States to increase the duration of State 
benefits by 50 percent. 

At the time Congress took emergency action there was in excess of $8 billion 
in the State unemployment insurance reserve funds. But a very large propor- 
tion of this money was not available in States experiencing heavy unemploy- 
ment. As a result, on January 1, 1959, there was a total of nearly $7 billion in 
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these unemployment reserves which was available but had not been used. Yet, 
during the last 6 months of 1958, the Federal Government had to advance to the 
States over $300 million out of general revenues, under the temporary unemploy- 
ment compensation program, to meet the need for increased duration of unem- 
ployment benefits. 

The weaknesses in our Federal-State unemployment insurance system thus 
were clearly demonstrated by this need for emergency Federal legislation for 
loans while there were substantial overall reserves. 

This recent experience demonstrates the need for strngthening the national 
responsibility for unemployment insurance on a permanent basis. We, therefore, 
recommend Federal legislation to establish : 

1. A nationwide reinsurance fund in order to equalize excessive costs of un- 
employment insurance in States experiencing a high incidence or prolonged 
duration of unemployment ; 

2. A specific minimum number of weeks of benefits applicable to all States 
for all unemployed persons having a recent substantial employment history ; 

3. A specific minimum proportion of weekly earnings which the great ma- 
jority of unemployed in all States should receive subject to a defined maximum 
weekly benefit amount ; 

4. Nationwide coverage on a broadened basis, including all employees having 
a substantial attachment to the labor force. 

The changes recommended would retain the basic responsibility for unemploy- 
ment insurance in the individual States. At the same time, however, recogni- 
tion is given to the fact that the Federal Government should have a responsi- 
bility to assist the States to meet unemployment which cannot effectively be 
handled exclusively on an individual State basis. 

The following 21 persons, all holding academic positions, and identified with the 
field of social insurance, have subscribed to the foregoing statement : 


SIGNERS 


Gardner Ackley, chairman, department of economics, the University of 
Michigan. 

J. Douglas Brown, dean of the faculty, Princeton University. 

Wilbur J. Cohen, professor of public welfare administration, the University 
of Michigan. 

F. F. Fauri, dean, School of Social Work, the University of Michigan. 

Phillips L. Garman, professor of labor and industrial relations, the University 
of Illinois. 

William Haber, professor of economics, the University of Michigan. 

Eleanor M. Hadley, associate professor of economics, Smith College. 

Alvin H. Hansen, professor emeritus, Graduate School of Public Administra- 
tion, Harvard University. 

Frederick H. Harbison, professor of economics and director, industrial rela- 
tions section, Princeton University. 

Seymour E. Harris, littauer professor of political economy, Harvard University. 

Charles C. Killingsworth, director, labor and industrial relations center, Michi- 
gan State University. 

Richard A. Lester, professor of economics, Princeton University. 
— A. Linford, dean, School of Social Service Administration, University of 

cago. 

Clarence Long, professor of economics, the Johns Hopkins University. 

Charles A. Myers, professor of industrial relations, department of economics 
and political science, Massachusetts Institute of Technology. 

Gladys L. Palmer, research professor, the Wharton School of Finance and 
Commerce, University of Pennsylvania. 

Arthur M. Ross, director, institute of industrial relations, University of 
California. 

Charles I. Schottland, dean, Graduate School for Advanced Studies in Social 
Welfare, Brandeis University. 

Sumner H. Slichter, Lamont University professor, Harvard University. 
—— M. Somers, chairman, department of political science, Haverford 

ege 

Dale Yoder, visiting professor, division of industrial relations, Graduate School 

of Business, Stanford University. 
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Mr. Curtis. If I might, I will state that I have for many years 
listened, as a member of the Joint Economic Committee, to many 
economists. I find their views very helpful, but I also recognize that 
there is quite a divergence of views among economists. That is why 
I happen to know that there are many economists who do not agree 
with that particular point of view. But even more, those who wonder 
if the way you go ahead and improve a recognized deficiency is not 
through preserving the present balance you have—although I recog- 
nize that there are many very fine economists who argue just as you 
argue that the only way to go ahead is to move the balance more over 
to the Federal Government—there is the issue involved. I am very 
much interested in their facts and their reasons, more so than in 
their conclusions. 

Mr. Carey. Mr. Curtis, with the permission of the committee, it 
has people like J. Douglas Brown, of Princeton: Sumner H. Slichter 
of Harvard, and a great many others. 

On the other hand, I haven't seen a statement made by a group of 
economists in opposition to this legislation. 

Mr. Curtis. Well, they may not in so many words come out and 
point out the balance, as the witness from St. Louis University, said 
when asked these things. He recognized this as a balance. In his 
own mind, he said it was a privilege of an academician not to make a 
decision and he did not know whether we ought to go further into 
Federal standards. He is a man whom I judge to be very studious 
in his approach. I have heard others who have that same general 
approach. They are not too sure of how we best move. It isn’t as 
cut and dried, I dont believe, as you think. All the angels are not 
on one side and all the devils on the other. 

Mr. Carry. I don’t question that. The devils are still on the side 
of the devils, but all the angels are still on the side of the angels. 

On this subject, I would consider it one of the easiest subjects to 
testify on, in my 25 years experience of giving testimony. 

The CHatrman. Mr. will inquire. 

Mr. Macurowicz. Because of the lateness of the hour and because 
of the fact that you have already answered the questions already 
propounded to you, I will not take time except to compliment you. I 
do think I ought to make one comment, in the form of a question, 
really, on a statement directed to you, which you brought out in the 
answer: namely, that many of these manufacturers representatives 
take a position here before this committee that this action for any im- 
provement in the unemployment compensation law lies in the States, 
whereas those same people in the States take a different position. 
That has been demonstrated here not only by yourself but by others. 

But it occurs to me there is a little similar situation. That came to 
me as a result of a question also propounded to you in which it was 
attempted to be shown that this bil will not necessarily put people 
back to work in Altoona or Detroit or New Jersey and Texas. I 
want to say as one of the sponsors of the bill that no one sponsor of 
the bill ever presented it as a complete solution for the unemployment 
problem. 

In our statement on the floor of the House, we did say that this is 
only one of a whole kit of measures that have to be adopted by the 
House and by the Congress in order to improve the situation. 
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I was Negi, 3 there was a similarity in some of the people who 
today attack this bill because it does not necessarily put He le to 
work, but when these other bills come up before Congress, whether or 
not they will then support those bills, 1f this is not the answer, will 
they present some other program which will put the people back to 
work? 

I think that is the important thing. As you said before, if this isn’t 
the best plan, give us a plan where we must do something. We just 
can’t wait until the unemployment ends by itself. 

T want to thank you on a fine statement. 

Mr. Carey. Congressman, I think this is the best plan so far put 
forward on this question. There are other proposals put forward 
that will help the situation, too. But this is the least we can do to 
maintain the confidence of the American people in their way of life 
and their form of government, in their Congress, in their State 
governments as well. 

Mr. Macurowicz. But I am afraid that those people that today 
are attacking this bill because it is not going to put them to work, that 
there must be some other measures submitted, will take the same posi- 
tion about those measures also. 

The Cuarrman. Mr. Carey, Mr. Green will inquire. 

Mr. Green. Mr. Carey, I know that you need no platitudes from 
me. I just want to say that as a Philadelphian, and as a Congress- 
man who represents the congressional district where you got your 
beginning, I might say to you that at one time I, too, worked at that 
same company as you did. It was when I was in high school in 1928 
and 1929. I remember so clearly in those days when they used to 
come out on the corner and the personnel man would be greeted by 150 
men who were looking for work, and he would say, “Who will work 
for 35 centsan hour?” 

You have been a great credit to the labor movement. The people 
of Philadelphia are extremely proud of you. I am proud of you. 
Every time I have heard you testify, I have felt so good that 
somebody who has come up in the ranks of organized labor as you 
did has done such a tremendous job. 

We are very happy to have somebody appear before a committee 
who is willing to answer any questions and take on anyone and fight 
for the rights of the principles that you believe in. 

Mr. Carry. Thank you, Congressman. 

The Cuamman. Mr. Carey, I don’t know whether you have satis- 
fied my concern about States rights or not, but I am sure you will 
allege that you have said enough that it should satisfy my question. 

_Let me ask this: You have already qualified as having been in this 
since at least 1935, but do you recall action taken in the Ways and 
Means Committee in 1939 when Mr. Doughton was chairman of the 
committee, a long time before any of the present membership was on 
the Ways and Means Committee. and 2 bill came from the committee 
involving social security and also involving unemployment compensa- 
tion? Do you remember that? 

Mr. Carry. I do, sir. 

The Crarman. This is not the first time, then, that the committee 
has given consideration to this question of whether or not the State 
could qualify through the use of experience rating or merit rating or 
statewide reduction of rate, is it? 
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Mr. Carey. No, sir. 

The Cuarrman. The committee did report the bill in 1939 that 
provided for a statewide reduction plan. But I am very much im- 
pressed in connection with what the committee did at that time. That 
was in the report accompanying H.R. 6635, of June 2, 1939. The com- 
mittee said if a State is to adopt this statewide plan, there are certain 
things a State must do, and they laid down some standards in the 
legislation. 

hat was in order to go below the 2.7 percent tax, if they were on a 
statewide plan. The State would have to have at least 16 weeks of 
benefits within the period of 52 consecutive weeks, or one-third the 
individuals’ earnings, whichever is less. 

Two, a waiting period of not more than 2 weeks in any 56 consecu- 
tive weeks. 

Three, weekly benefit rates averaging at least 50 percent of full- 
time weekly earnings with a $5 minimium benefit and a maximum 
benefit of at least $15. arr 

Four, partial benefits for individuals whose weekly earnings fall 
below their benefit rate for total unemployment. 

The committee was laying down in that legislation certain stand- 
ards as minimum requirements in order for a State to avail itself of 
this statewide reduction plan. The States were not compelled under 
this proposal reported by the House to adopt a statewide reduction 
plan. They could not adopt one, however, without protecting and 
safeguarding these minimum requirements. 

That was done in 1939, within a period of, say 4 years from the time 
that the original legislation passed. 

Mr. Carey. Within 1 year of the time benefits were payable? 

The Cuatrman. That is right. The chairman of the committee 
then was the chairman of the committee in 1935 when the original 
legislation was passed. I don’t find in connection with the reports, 
though there are sppvinnnnte views, that anyone took issue on this 
particular point. To me that is rather significant because it tends 
to support the thought that I have had in my mind all along, that 
unemployment compensation was established for a purpose; namely, 
to create, through providing against more than 50 percent of the 
loss of the wage earners’ wage, a degree of economic stability that 
we did not otherwise have. 

In that process, as you pointed out in the inception of it in 1935, the 
committee was thinking in terms of a proper relationship being 50 
percent of that weekly wage. Here again, in 1939, there is very little 
change, apparently, in the committee, and the committee comes back 
to the same philosophy in this report, 50 percent of full-time weekly 


earnin 
So t think there is some basis for your thought, as I have known 
all along, too, that this thing was ng ag upon a replacement of 


a percentage, namely 50 percent of the lost wages of the individual 
worker. That was the thought in mind, that it would best serve this 
purpose of economic stability if that ratio could be preserved and 
protected and continued. 

Somewhere along the line we have evidently gotten away from that 
philosophy to a great extent, within the States, and apparently in 
certain quarters and even here. 
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a Carey. That was passed by the House but not passed by the 
nate. 

The CuHarrman. It passed the House, but the entire provision was 
taken out in the Senate. I don’t know why—whether or not they 
were opposed to the statewide reduction plan as a reason to taking it 
out and preferred the merit system. I don’t know. 

Mr. Carry. They said that it was so well accepted that there was 
no need to put it in. 

The Cuarrman. The Senate said that ? 

Mr. Carry. That is what they have told us. They said, “Everybody 
accepts this, so why do you have to legislate on it ?” 

The CuHarrman. Do you mean the Senate said to you folks when 
you were there there was no need to writing this in because this was 
the accepted philosophy ¢ 

Mr. Carry. The accepted philosophy in the States, in the Congress, 
and there is no need to write it in. I regret to say that the Senate 
did not carry out what the House adopted on the subject, as recom- 
mended by the Ways and Means Committee of that day. 

The Cuarrman. This question, then, of what is to be paid in 
benefits as a percentage of lost wage has actually been, in theory 
at least, an accepted basis since that time or even since 1935 ? 

Mr. Carey. Since 1935. 

The Cuarrman. That may mean, then, as I understood Governor 
Meyner, or at least as I got the impression from what he was saying 
this morning, that maybe the States have done a better job than we 
have done at the Federal level. Maybe we haven't adhered as closel 
as we should in our own requirements to what was originally intended. 
Is that your thought ? 

Mr. Carey. It is my thought, sir, that it was a wrong position for 
the Senate to take at the time, not specify the standards they said 
were so accepted, and which had been enacted by the House. In fact, 
originally, sir, in 1935, it was also the attitude in the House, in the 
Ways and Means Committee, that this is so accepted it doesn’t have to 
be written into the original bill. But even though the bill was enacted 
in 1935, benefit payments were not made until 1938, and it was within 
a year that the Wase and Means Committee said that these standards 
ought to be written in and be fully understood. They so enacted 
legislation that passed in the House but not in the Senate. It was 
killed in the Senate on the unfortunate grounds that this was so clearly 
understood by everyone that there was no need of it. 

The Cuairman. Actually, at that time there was some justification, 
perhaps, in what the Senate did, because it was the practice in the 
States—we have had evidence to support the point—that this was 
the practice. Somewhere along the line, this practice within the 
States has not kept pace. That is our trouble today. 

I find, frankly, far more justification for the Federal Government 
saying to the State that these benefits should maintain some relation- 
ship with respect to the employees’ lost wages, percentagewise, than 
I do in telling the State that regardless of how long a person has been 
connected with the labor market, or not, that you have to pay him so 
many weeks. That is a little bit of a different thing. I know that is 
in your program. I know that you want 39 weeks. But I think you 
can make a better case for the 50 percent weekly wage than you can 
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for the duration provision, very frankly, because I think all of the 
facts and the background that have come to my attention clearly 
demonstrate that it was the intention of the Congress at least that 
there be this 50 percent in connection with wages. 

In this, they did say 16 weeks or one-third of the individual's earn- 
ings. That is a standard, a very definite standard, one-third of the 
individual’s earnings. That may be less than 39 weeks, even if you 
said 50 percent of his earnings. eee 

But some philosophy of that sort might carry out the original in- 
tent, whereas I have some question in my mind about the advisability 
of paying for 39 weeks in all States. I can see that a case can be 
siale on the background and history of this for the 50 percent weekly 
wage. I mention this because nobody else has referred to it at all in 
the testimony. I was surprised it had not been referred to. 

Mr. Carey. Well, of course, I don’t agree that the local community 
should bear the full weight of the situation. I even wonder if they 
should after the 39 weeks. I think there has to be devised methods 
by which the local community will have Federal help in terms of 
surplus foods and other assistance. But when a person exhausts 
unemployment compensation, then are they to be left entirely at the 
mercy of the elements / 

The Cuarman. No, sir; Mr. Carey. I am certain that I would 
agree completely that they should not. 

In my opinion, the question arises as to how long, under all the 
varying circumstances that exist in the various States, should we use 
this vehicle as a means of taking care of the need that exists! 
Certainly, there are many other things that could be done... I would 
not say that this is all that should be done, and neither would you. 
[ think both of us would agree that it would be much more desirable to 
have the unemployed saben gains something else if we can figure out 
ways to have them do those other things. 

It is not that I would say that they should be left to the mercy of 
the elements, if I did not vote for 39 weeks. That would not be my 
thought at all. But it is a question of how long shall we use this as 
the vehicle for taking care of that individual when in the process of 
doing it we may completely overlook his connection and the extent 
of time that he has been connected with the labor force in his wage 
year, 

Mr. Carey. Mr. Chairman, there is no magic in the term 26 or 39. 
But I would contend that with 39 weeks we can do. There is general 
acceptance of 39 weeks throughout the Nation at the present time. 

The CuHarRMAN. Now, if we reach the conclusion that the States 
have not done as much as we then initially intended, if we tell them 
then that they have to do more, then, in place of saying that everyone 
should have this many weeks, I would much prefer to require that 
whatever the payment is and for whatever the weeks are, the total 
wage loss should be replaced in some percentage of what he was 
earning, as this committee did in 1939. They said one-third. I am 
not saying that I have thought this through, but I had this in my 
mind, Mr. Carey, when these hearings started. 

In my first year in Congress I was not on the committee, but I re- 
member that we voted on such a bill as this. T asked the staff to find 
this for me so I could refresh my recollection. I knew at the time 
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we were talking in terms of certain standards that had to be followed 
if the States were going to be permitted to do something. I could 


not remember the details. 


I thought the earlier hearings would be appropriate in connection 
with your testimony when you were trying to find out that I¢ was 


not really the question of States rights, as you said, but « question of 
whether or not the original intent is now being carried out. 

Mr. Carey. Thank you very much. 

The Cuairman. Mr. Carey, [ want to thank you, sir, for your very 
fine statement and the manner in which you have answered all of our 
many, many questions, I know that you have shed light on this 
subject, and we appreciate your being here. We look forward to 
your coming again. 

Mr. Carey. Thank you. I appreciate the patience of the com- 
mittee. We have some continuing work that I would like to continue 
with these two members. 

The CHarrman. If you and Mr. Alger want to continue in the 
record by insertions, you have that permission. 

(The following materia] was filed with the committee :) 


GENERAL ELectric Co., 
Washington, D.C., April 17, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washinyton, D.C. 

Dear CONGRESSMAN Miris: During the hearings being conducted currently 
by the Ways and Means Committee of the House of Representatives on the 
subject of unemployment compensation, three witnesses have mentioned the 
position of the General Electric Co. on this subject. Therefore, we would 
like to have included in the record of the committee this company’s overall 
position. 

For many years, we have actively supported sound constructive improve- 
ments by the States of their own unemployment compensation laws, and have 
urged that State laws be kept current and modern. Naturally, recommenda- 
tions in any particular instance would, of necessity, be governed by the con- 
ditions applicable to that case, but there has never been any doubt as to the 
overall consistency of General Electric’s approach to this problem. 

This General Electric Co. position stems from its own pioneering unem- 
ployment pension plan established in 1930 and operated until 1936 when State 
plans became effective. 

Most recently, the company in the early part of 1958, pioneered again in de- 
veloping and recommending a program for use by each State providing for 
automatic extension of the duration of benefits during periods of abnormally 
high levels of unemployment. This proposal has now been adopted by several 
States, and is being considered by others. 

In support of these comments on the company’s position, there are attached 
photo copies of a number of typical exhibits presented in the fall of 1958 to 
one of our unions to demonstrate our positive position. I would particularly 
like to call your attention to the exhibit containing the statement by Mr. Ralph 
J. Cordiner, chairman of the board of General Electric Co., made on May 20, 
1958, to the economic mobilization conference of the American Management 
Association, which sums up concisely the position of the General Electric Co. 
on the subject of unemployment compensation. 

Yours very truly, 


Rosert T. Bortu, Washington Representative. 
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EXHIBIT 10 
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New York State Unemployment 
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BULLETIN 
Associated Industries of Massachusetts 


2206 JOHN HANCOCK BUILDING “BOSTON 16 MASSACHUSETTS 


Legislative 95 19567 


LEGISLATIVE HEADLINES 
EMPLOYMENT SECURITY - A.I.M. ENDORSES GOVERNOR'S BILL 


AUTHORITY ~ AsI.M. SUPPORTS GOVERNOR'S PROPOSAL 
FOR MASSACHUSETTS PORT AUTHORITY 


EMPLOYMENT SEC 


After an exhaustive study on the financial aspects of the Governor's 
bill to increase employment security benefits, House 2605, and after 
a discussion of all aspects by the Executive Committee, it has been 
voted to place A.I.M. on record in support of the Governor's proposal. 

= Support is conditioned upon the bill being passed as a package 


and will not include any amendments. It is expected this bill will 
be heard before the Legislative Committee on Labor and Industries on 
Tuesday, March 20th. 


* Included a 40% increase in weekly benefits from $25/week maximum to 
$35/week 


Plan Adopted in 1930 - 
General Electric Pioneered in E 
Unemployment Insurance Plan 
Five Years Prior to State Law 


GE TADY NEWS 


General Electric’s concern for the economic secunty The Unemployment Pension Plan continued in June 8, 19 
of its employees was translated into a practical un- operation until December 31, 1935. On the following 
employment insurance program some five years anuary 1, 1936, Che 
before New York adopted its own Unemployment —— 
ae ood ge which is now in ee Today General Electric, because of its stable em- 

years ago President Gerard Swope ployment record is paying into the state unemploy- 

suggested to for ment insurance fund an annual amount equal to 

ment benefits be esta our years after 1.5 per cent of its employees’ taxable fncome. The 

suggestion, « for payment of unemployment 

payments was formulated within the Company. employee pay: ng. 


The General Electric Employees Unemployment The cost to General Electric locations in New 
Pian was formally edepted on Auget 1, 1930. York State is — than $2 million annually. This 
“ M figure is scheduled to rise in 1957 by $540,000, in- 
cluding $350,000 for Schenectady General Electric 
ditions, members paid in 1 per cent of their income alone, because GE and other stable employers will 
and this figure was matched by the Company make me employ tax 
In December of 1930 an unemployment emergency where anp 2 
was declared by Pres. Swope and contributions were 
mandatory for all employees with the Company 
again matching this total 
Ps sce to contributing employees amounted to 
50 per cent of average weekly or monthly ene 
for full time, but in no case more than $20 per wee! 
With the of the 
the maximum was decreased to $15 
week 


to pay the b 
during layofs. 


General Electric has always been for a strong 
state pyment insurance law maintains 
& sounc fund to compensate fairly t) persons out 
of work throw gh po fault ol ir 

However, General Electric is to » paying 
benefits to persons who ere not in out of work. 
Such practice would eventually 
timate rights of workers who are in fact 


Payments to participating members were limited 
to 10 weeks during any 12 consecutive month penod 
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A detailed report on the GE pro- 
posals is contained in the PUBLIC 
ISSUE editorial on page four. 

13-Week Extension 


Business and industry, represented by; 
the Connecticut Manufacturers Associa- 
tion, opposed all bills now before the 
State Legislature that would increase bene- 
fits to the unemployed at last week's hear- 
ings in Hartford. 

And the association announced that 
it was “unalterably opposed” to a pro- 
posal of the State Chamber of Commerce! 
which, under certain thoughtlully prepar- 
ed conditions, would extend unemploy- 
ment benefits to a maximum of 39 weeks. 
The Chamber, however, joined the manuw-' 
4acturers in their opposition to bills be- 
fore the Labor committee to liberalize com- 
pensation benefits. 

Opposition is based on the belief that 
liberalization of present laws would in- 


in Connecticut, and this burdén would pre- 
vent them from expanding or even recov- 
ering from the current recession. It was 
also said at the Labor Committee hearing 
that it is yet to be shown that an emier- 
gency exists in this state. 

That statement was made as unemploy- 
ment in Connecticut passed the 91,000 
mark, according to Labor Commissioner 
Renato Ricciuti, which would seem to be 
convincing enough. Flat opposition to all 
measures offered was not quite realistic. 
While there may be truth in the state- 
ment that a heavy burden would fall on 
business and industry, it is our opinion 
that wise heads in state government and 
im business and labor can work out @ 
satisfactory solution of the state's prob- 
lem. 


Most people have been led to believe. 
on the state as well as the national leve!, 
that a serious recession could never hap- 
pen again, that sound and permanent safe- 
guards had been prepared through the 


the groups involved in preparing protec- 
tive measures has come up with a solution. 
There was a clash of interests at Hart- 
ford, to be sure, but there was one serious 
proposal offered by the State Chamber of 
Commerce which in our opinion was the 
|soundest proposition laid before the com- 
mittee.. It seems obvious that something 
of this type of benefit will have to be 
adopted by the Legis) i ploy 
ment benefits are to reach, ultimately, 


crease che costs of business industry} 


The General Electric News 


ugges Pittsfield, Mase, 
13-Week Boost ™2 1958 
In Benefits 


Unemployment Relief 
Proposals Released 
The General Electric Com- 
pany plants in Massachusetts 
yesterday proposed amend- 
ments to the state Employ- 
ment Security Law substan- 


those who need aid the most. 


law be «mended to increase aid to “regu- 
lar mei-bers of the work force.” by giv- 
ing them aid for 33 weeks, with a max- 
imum of 39 weeks, when benefit claims 
equal or exceed 5 per cent of total covered 

i Rs. 


ploy t for four wee 

But, this would also uire a person 
making the claim to nae worked five 
years preceding the claim. But if he had 
Social Security or other benefits he would 
not be eligibie. 

_ The reasoning behind this is 
simple, It is based on responsibility, which 
was clearly explained when Mr. Reid stat- 
ed that while it is true that the plight of 
short term or transient workers who would 
not qualify is no less critical, “we feel 
that this is more a public responsibility 
than an exclusive one of the employers.” 
This responsibility, he believes, could be 
discharged through.monies from the Gen- 
eral Fund or by an equitable form of 
taxation. 

The suggested amendment would pro- 
vide an extension of time in which bene- 
fits could be collected but would not in- 
crease the weekly allowance as the Gov- 
ernor and labor organizations have advo- 


cated. 


Gen. 


This was the plan offered 
~.W. Reid of Bridgeport, Gy 
tate mber, who urged that present 


EXHIBIT 14 


tially embodying the proposals 
recommended nationally last 
week by GE to be applied on a 
state-by-state basis. 
Specifically, GE asks that unem- 
ployment compensation benefits be 
extended from the present 26-week 
maximum to 39 weeks when the 
percentage of unemployed wo 
covered by the 
Sound 
| 
| 
years which could be put to use at once. 
am case of a sudden slump. But the present 
tecession is eight months old, and none of 
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We're mighty glad to welconie the mew 49th state Dut while 
doing & let's ont timely of the 17th, 

‘Typrce! of progrestiveness is the of 
ployment pay by wo of 39 works for Obno’s jod- 
lew. ‘This another example of Obro's and ability 
promptly ows deods. 

‘General Electric asanagement fevored and spoke wp for this 
extension of joblem pay benefits jam as bas supported cad past 
bare for unesnphry the past. 

‘The futi cost of waempleyment pay is borne by Ohio's employ: 
en. and the ont to cath based on the company’s 
Meaty wosk recom Thome thot provide the steadiest work get the 
compensation tals. Here another corn 
pellang incentive for Ohic plan and manage their 
9 way provide eanployees wrth the wort 


Mare than 2,500,000 Ohio ali GE 


again Ojos ability to awe stare-wide jobless pay acods for Ohie- 
through bong established Compensation plan. 
This calls for special salute the 17th State. 


Progress Our Maat important Prochct 
GENERAL ELECTRIC 


EVENDALE PLABT 
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Mailed or delivered to all New Jersey 
Senators and Assemblymen 


GENERAL @@ ELECTRIC 


COMPANY 
AIR CONDITIONING DIVISION 


S LAWRENCE STREET BLOOMFIELD NEW JERSEY TELEPHONE PILGRIM 3-78600 


June 8, 1958 


General Electric Plants in New Jersey today announced that they favor 
an immediate consideration of a temporary extension of the Unemployment Compen- 
sation benefits period from 26 to 39 weeks for qualified unemployed workers 
financed by State funds rather than borrowing Federal funds for the extended costs. 


A Company spokesman stated that "General Electric's opinion is that the 
funé for extended benefits should come from State financed sources rather than 
borrowing Federal funds which would have to be paid back and would involve the 
risk of eventual Federal control of State responsibilities for unemployment”. 


The Company's suggestions were aimed at providing proper relief during 
temporary periods of higher than normal unemployment--such as the one currently 
being experienced in the State. 


It was pointed out that the Company's position was not an endo 
the present Bill in the Senate providing for a flat unquali 
unemployment benefits for an additional 13 wee 


In urging State acti 
extension of thi 


NEWARK SUNDAY NEWS, JUNE 8, 1938 


GE for More 
| Jobless Help Pont sone New Jer. 


‘Bet Againet Federal beef 
| Loans to Finauee 


Extension 


The General Electric Co. federal 
New Jerecy announced today it: 


jumeraplegment compensation’ 
‘benefits io 39 weeks, financed, 
joy state funds ratber th 
Marough federal loans to 
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U.S. SEVATE- 


Excerpts from testimony by Mr. E. 
representing the Chamber of Commerce of the United States 
before the Senate Finance Committee on 


H.R. 12,065 (An Act to provide temporary additional 
unemployment compensation) 


May 15, 1958 -- Taken from the Hearings on the Bill, pp. 215-222 


“We believe the legislatures in these States can and will -- and more- 
over should be expected to -- adjust their unemployment compensation provisions 
with respect to benefit duration if, in their judgment, the volume of exhaustions 
threatens to present a serious problem." (p. 217) 


Chamber of Commerce was in favor of the recent liberalization of benefits in 


“Senator Douglas. Do you happen to know whether the New York State | 
New York State?" (increase in maximum weekly benefit amount to $45) 


“Mr. Willis. I know that all of the State Chambers and the other 
employer associations in New York favored the rise in benefits." 


“Senator Douglas. How about the proposed extension of duration?" 


“Mr. Willis. I do not think they took a position on it... I might say 
my company (Generali Electric) favors extension of benefits." 


The General Electric News 
Communication Products Dept. 
Utica, New York - 5/16/58 


He suggested that each 
stote review its own unem- 


GE Consultant 
Calls for Action 


E. S. Willis, Consultant, Em- 
ployee Compensction Ser- 
vices, General Electric Com- 
pany, New York, in a letter to 
Company officials has said 
that it is vitally important to 
maintain the state responsi- 
bility for the unemployment 
program and its administra- 
tion. He has urged a positive 
approach to extend state un- 
employment benefits during 
abnormally high levels of un- 
em, 


Willis pointed out that the 


ployment picture, and where 
the record shows a higher 
than normal amount of un- 
employment that extended 
benefits be put into effect. Wil- 
lis also recommended such ex- 
tension when an economic 
“trigger-point” is reached of 
between six-eight percent of 
insured unemployment. 
Willis said, “The maximum 


extension in any state would 
be Timited reasonable 
period equal to, say 50% of 
the existing maximu: 
tion provisi 
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Ralph J. Cordiner, Chairman of the Board 
General Electric Company 
To Economic Mobilization Conference 
American Management Association 
May 20, 1958 


Second, there has been orderly planning by General Electric managers 
to try to minimize unemployment and keep production as steady as sales and 
forecasts would permit. Our managers are human, and some of them have 
naturally made mistakes or bad guesses, but they have tried to keep the employees 
and their community neighbors as fully informed as possible on the changing 


necessities of the economic situation. In addition to its efforts to build sales back 


to the levels that would sustain higher levels of employment, the Company has urged 
the states to consider extending the duration of unemployment compensation during 
these periods of higher-than-normal unemployment, as well as an improvement of 
the level of benefits where appropriate. Such extended benefits on a state insurance 


basis, rather than a federal dole basis, should be urged by every businessman. { 


Third, the necessary inventory adjustments are being carried out in as 
rapid and yet orderly manner as possible, to minimize both the length and the 
intensity of the adjustment period. 

Fourth, General Electric's research and development expenditures have 
been continued unabated, so that the new products, new industries, and new jobs 
of the 1960's will not be delayed. The Company's research and development 
expenditures in 1958 will again amount to well over 6 percent of sales, which is 
three times as high as the average for all industry. 

Fifth, the Company's long-established program of recruiting, developing, 
and training scientists, engineers, business and liberal arts graduates is 
continuing. General Electric, with its force of 20, 000 scientists and engineers, 


is one of the nation's most important sources of aavancing technology. This 
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GENERAL @ Evectaic 


Revations News Letrer 


For Circulation Among General Flectric Management 


The so-called 


May 5, 1954 


“GUARANTEED ANNUAL WAGE” 


One of the eleven demands made on us two weeks ago by IUE-CIO was for the so-called “guaranteed annual 
wage.” We are giving below the background of some of the information and initial conclusions which we 
developed in our prior experience and continuing studies and which we are currently discussing with the 


As you doubtless have noted in the various.reports, the details of this proposal are Practical 
had seen widely publicized by the union since last fall. They are the same a 
the first of last month — as confirmed both by the press accou 
its Westinghouse demands, which the union gave us at t 


ment among some with higher skills and longer service, it, 


would seem appropriate now to consider the fairness of 
extending the limit upwar T 
some appropriate new ceiling—wi i 

protect against abuses that are alread 
serious and could get worse if benehts were raised with- 


out adequate safeguards. 


Demand 


2. Proper Unemployment Pay When There is 
No Work 
Our objectives here are to cooperate with the public— 


Stat, Com, fits that 
d that are fait and 


more to work than not to work. In a more 
serious and long-lived unemployment situation, our ob- 
jective would be to cooperate, as citizens, in aiding the 
establishment of whatever was the proper direct arrange 
ment betwecn unemployed and public. 


that pays the bill—in seeing that we do our part in 
having out and other wockess, 
feasible and high enough jo properly aid the unemployed 
—and, at the same time, low enough to make :t suligiently 


Our practice ip this apa is to the 
state compensation systems properly fruit: 
Sound. We have im these systems a guaranteed 
worked surprisingly well for 18 years. It has never had 

the test of a serious depression, but it has been constantly 
improved and will be under examination for further 


possible improvement at almost every session of every 
state legislature. 


If there is anything seriously wrong with this guarantee 
system, we should fix it—and not wreck it in favor of 
privately neg d, disc y plans that would 
favor only a few people temporarily and only then on 
the basis of the passing and ata 
few bargaining tables. 


But the ¢ solution of our larger problem of steady work and 
a rising level of ‘Tiving for all-——including those involuntarily 
out of work—is dependent on two forces on the positive side 
rather than on the negative or simply corrective side “after 
the fact.” 


One is helping promote steadily ting progress in ¢co 
nomic well-being and human welfare by means of all feasible 
intensifying of the innovation, improvement, expansion and 
promotion of products and services for which a market exists 
or can be profitably created. We will continue to do our best 
in this area 


The other force is that of learning the economic and moral | 
facts of our freedom and well-being. This is necessary in 
taking intelligent action at work, at the grocery, at the voting 
booth, at the directors’ meeting, in the union hall. It ts 
necessary to our being able and willing to give, get and use | 
the good buying and selling information which will guide | 
us into the sounder buying and production practices that | 
will regularize jobs and serve the. best interests of all. Here | 
again, we are determined to continue our best efforts to | 
that end. 
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The CuarrMan. I ask unanimous consent to include in the record a 
telegram addressed to me from Mr. Harold C. Hanover, president of 
the New York State AFL-CIO in support of the position taken by 
Mr. Carey in favor of H.R. 3547. 

Is there objection ? 

The Chair hears none. 

(The telegram referred to follows:) 

New York, N.Y., April 14, 1959. 
Hon. D. MILLs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C.: 


Because of circumstances beyond our control, unable to appear before your 
committee April 16 to give testimony on H.R. 3547 (S. 791) providing Federal 
standards in unemployment insurance compensation. We would appreciate 
the inclusion in the record of the support by the New York State AFL-CIO of 
this legislation. It would correct inadequacies in present State laws by estab- 
lishing uniform minimum standards to be met by the individual States; and 
by establishing a system of reinsurance which will aid depleted State reserves. 
This bill will provide needed higher benefit rates, needed permanent extension 
of duration of aid, will make reasonable and uniform the eligibility require- 
ments, provide better financing. The need for uniform Federal standards in 
this area has been recognized by the Federal Advisory Council on Employment 
Security, by the Rockefeller Bros., report, by the Governors of several States 
and by many economic authorities, including Arthur F. Burns, president of the 
National Bureau of Economic Research, the standard in this bill on the benefit 
amount is the formula recommended repeatedly to the States by President 
Eisenhower in his economic reports. 

C. HANOVER, 
President, New York State AFL-CIO. 

The CHatmman. Mr. Blatnik, our colleague from Minnesota, could 
not be here. He asked permission to file a statement. Without ob- 
jection that will be placed into the record. 

(The material referred to follows:) 


STATEMENT OF REPRESENTATIVE JOHN A. BLATNIK, OF 
MINNESOTA 


Mr. Biarnrx. Mr. Chairman, like so many Members of Congress 
who believe that our unemployment problems will not cure themselves, 
I am here today to urge enactment of my bill, H.R. 3552, which is the 
same as the legislation introduced by Representatives Karsten and 
Machrowicz of this committee. 

This legislation, as you are aware, would require that State unem- 
ployment compensation plans provide weekly benefits equal to at least 
50 percent of a worker’s average weekly wage, but in no case more than 
two-thirds of the average weekly wage for all covered workers in the 
State. Such a requirement would have the effect of raising maximum 
benefits in every State and of raising the benefits of a worker earning 
average wages 1n 1958 in 44 out of the 51 jurisdictions. 

My bill, like most of the other bills before you, would require that 
all eligible unemployed be entitled to at least 39 weeks of benefit. The 
Temporary Unemployment Compensation Act of 1958, which expires 
completely this June, is convicing proof of the need for a Federal 
standard as to duration of benefits. 

Mr. Chairman, I am convinced that we cannot continue to blow hot 
and cold on this matter of the kind of unemployment insurance sys- 
tem we need for the families of America. One day we are told that 
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unemployment is a serious problem which calls for emergency action, 
The next we are assured that there really is no problem—or at least 
that the problem will disappear if we just talk about it. I, for one, 
am convinced that we cannot dismiss a situation in which 4,360,000 
Americans are out of work, and the rate of benefit exhaustions con- 
tinues at just under 200,000 a month. 

Most of all, I believe that we must look at the long-range picture 
of what has happened, and what is happening to our country in regard 
to unemployment. To this end, I would like to quote some very dis- 
turbing figures assembled by William Haber, Fedele F. Fauri, and 
Wilbur J. Cohen, of the University of Michigan, showing the impact 
of the 1957-58 recession on Americans workers and their families, 
According to this study: 

Eighteen percent of all families in the Nation had one or more family members 
unemployed during the 12-month period prior to October 1958. 

The average duration of unemployment was 18 weeks for individuals who 
experienced some unemployment in the previous 12 months. 

For those who were unemployed in October the average duration of unem- 
ployment was 26 weeks; 42 percent of this group had been unemployed more 
than 26 weeks. 

An estimated 12 million different persons experienced a period of unemploy- 
ment during the 12 months, October 1957-58. This compares very roughly with 
the 9.8 million different persons who were unemployed during the year 1956, 
according to the U.S. Census Bureau. The recession thus had the double effect of 
increasing the number of unemployed as well as lengthening the duration of 
unemployment. 

In my own State of Minnesota some 13,000 workers would have ex- 
hausted their temporary unemployment insurance benefits if Congress 
had not acted just prior to the Easter recess to make a brief extension 
of that very temporary and very limited program. Around 8.8 per- 
cent of the workforce of our State is currently unemployed and in 
the Duluth-Superior area, which I represent, the figure runs as high 
as 14 percent. Most revealing of all, perhaps, is the fact that Minne- 
sota has the largest relief rolls since 1942—for these programs are the 
first to reflect the point at which benefits stop. 

Frankly, gentlemen of the committee, I cannot reassure the unem- 
ployed families in my district with the prospect that things may not be 
quite so bad next September. Nor can I reassure myself that the 
3-month a of the present temporary loan program is any kind 
of an answer. For it is, to my mind, an aspirin approach which as- 
sumes that if the pain can be relieved a little, the total problem will 
disappear. However, we are not dealing with a hangover—rather we 
are dealing with a condition which is growing and deepening. The 
causes of the sickness are complex and include automation as well as 
the migration of industry. The Federal standards as to benefit amount 
and duration contained in my bill will maintain purchasing power 
during layoffs, and provide the worker and his family with the type 
of protection which was envisoned by the Congress when it passed the 
Social Security Act in 1935. 

As to the problems which the States have in financing good pro- 
grams, H.R..3352 will also make reinsurance grants available to * ate 
which have been hard hit by the present recession. It recognizes the 
fact that unemployment is a national problem which cannot be met 
effectively if those State systems which try to do an adequate job are 
allowed to go broke. Last year 6 of the State schink Gellng heavy 
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unemployment almost went under, 2 of these States borrowed money 
under the Reed fund provision, and 17 States became obligated under 
the Temporary Unemployment Compensation Act. To suggest to 
these States that their problems can Se solved by further loans and 
mortgaging employer tax rates is shortsighted and unrealistic. 

The grants under the Federal standards bill would be limited to 
three-fourths of the excess by which benefits exceed 2 percent of the 
State’s taxable payroll. In other words, the grants would only be 
made where unemployment benefits could not be financed by a 2-per- 
cent contribution rate, and the State would still be required to finance - 
one-fourth of the benefits paid above this amount. As a safeguard 
against any possible abuse, the bill specific that no State will be 
eligible if, after 1961, it levies a minimum employer tax of less than 1.2 
percent at a time when its fund balance was below 6 percent of the 
most recent annual taxable payroll or the amount of unemployment 
compensation paid from the fund during the 2 preceding years, which- 
ever amount is greater. 

The total problem we face was, in my judgment, well and succinctly 
stated in an address in Duluth by I. W. Abel early this month before 
the district 33 steelworkers conference when he said: 

The working force is increasing at a rate of 1 million a year and 
about 144 million workers are being replaced every year by modern 
technology. * * * The (unemployment) problem must be met now. 
Unemployment breeds more unemployment because people without 
jobs can’t buy the products of those with jobs. 

I feel confident that the members of this committee are as concerned 
as I am with finding the best answer to this new situation in which 
yey of unemployment are developing in the midst of plenty. And 

feel confident you share with me the conviction that America will 
find a better way to provide for its unemployed. 

The Cuarmrman. Mr. Blatnik, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
avery fine statement. We appreciate it. 

Mr. Brarnix. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

The Crarrman. Our next witness is Mr. Frank E. Cooper of the 
Michigan Employers’ Compensation Bureau and the Michigan Manu- 
facturers’ Association. 

Would you identify yourself for the record, please? We know of 
your experience before this committee. 


STATEMENT OF FRANK E. COOPER, COUNSEL FOR MICHIGAN MANU- 
FACTURERS’ ASSOCIATION AND MICHIGAN EMPLOYERS’ UNEM- 
PLOYMENT COMPENSATION BUREAU 


Mr. Coorer. My name is Frank E. Cooper. I wish to thank the 
committee for this opportunity to appear before you. I am an at- 
torney engaged in the general practice of law in the city of Detroit, 
and serve as counsel for the Michigan Manufacturers’ Association and 
the Michigan Employers’ Unemployment Compensation Burean. 

I appear on behalf of those two organizations this afternoon. I 
have filed, Mr. Chairman, a rather lengthy statement which is entirely 
too long to read in the 20 minutes that have been allotted to me. If 
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it is the pleasure of the chairman, I should like to have the statement 
made a part of the record and try, in 20 minutes or less to briefly hit 
the high spots. 

The Cuarman. That is fine, Mr. Cooper. Without objection, your 
entire statement will be included in the record. 

(The material referred to follows:) 


STATEMENT OF FRANK E. Cooper, COUNSEL FOR MICHIGAN MANUFACTURERS’ Asso- 
CIATION AND MICHIGAN EMPLOYERS’ UNEMPLOYMENT COMPENSATION BuREAU 


My name is Frank E. Cooper. I am engaged in the general practice of law in 
Detroit as a member of the firm of Beaumont, Smith & Harris, and serve as coun- 
sel for two employer organizations on whose behalf I make this statement, viz., 
the Michigan Manufacturers’ Association, which speaks primarily for the manv- 
facturers of the State in all areas of legislation and regulation affecting business, 
and the Michigan Employers’ Unemployment Compensation Bureau, which repre- 
sents retail and public utility employers as well as manufacturers, and directs 
its activities to the field of unemployment insurance. 

Both organizations have a keen interest in the bills providing Federal stand- 
ards of unemployment compensation (H.R. 3547, H.R. 3548, 8. 791). We believe 
that the adoption of such Federal standards would lead to a significant deteriora- 
tion of the unemployment insurance programs of the States. 

We are opposed both in principle, and for compelling practical reasons, to the 
fundamental theory and approach of these bills. They propose to substitute the 
judgment of the Congress in Washington for the judgment of the State legis- 
lators. 

It is unnecessary to belabor the issue of principle. The chief point can be 
stated briefly. If Congress assumes practical control of such matters as the 
amount and uration of unemployment benefits, the eligibility rules, and the 
method of financing benefits, then Congress will have taken a radical and 
irretraceable step toward a completely centralized government. 

Turning now to the compelling practical reasons, I should like to bring out 
the following main points: 


A. THE PROPOSED FEDERAL STANDARDS ARE NOT NOW MINIMUM STANDARDS, AND 
WILL IN ACTUAL OPERATION BECOME ABSOLUTE STANDARDS 


No State now has a scale of benefits and eligibility rules that meet the proposed 
so-called minimum standards. 

These bills use the term “minimum” only for promotional purposes. What 
they actually propose is a wholesale liberalization and reorientation of the whole 
program throughout the country. 

Experience with existing Federal standards is that they tend to establish 
the ceiling as well as the floor for State action. If these standards were enacted— 
particularly since all States would have to move up to reach the so-called mini- 
mums, the standards would generally be maximum as well as minimum, and 
deadlevel uniformity would be the result. 


B. THE CONGRESS AND ITS ADVISORS ARE NOT CAPABLE OF LEGISLATING APPRO- 
PRIATE STANDARDS FOR ALL STATES 


The States are continually experimenting, not only with new types of provi- 
sions to deal with peculiar local problems, but also with the basic principles and 
philosophy of the program. 

The lack of well established principles and philosophy in the field of unemploy- 
ment insurance, and the confusion that is rampant in this area, is nowhere better 
exemplified than in these Federal standard bills. 

For example, we can find no discernible correlation between the philosophy 
of benefit adequacy stated in the preamble of the bills and the kind of benefit 
formula the bills would compel the States to adopt. 

The preamble recites, as a reason for enacting Federal standards, that in most 
cases the amounts of unemployment compensation payable to unemployed per- 
sons under State laws are inadequate to provide the worker and his family with 
the basic necessities of life. But an examination of the provisions of the pend- 
ing bills discloses that they do nothing to relate the level of unemployment 
benefits to the cost of the necessities of life. This can be seen by comparing gov- 
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ernmental data as to living costs with the benefit formulas of the pending bills. 

Based on the U.S. Bureau of Labor Standards “City workers’ family budget” 
of October 1951, adjusted for price changes, the average Detroit city worker’s 
weekly expenditures for food and housing vary with the size of his family, and 
would range from $20.68 for a single man to $57.54 for a worker who supports 
himself and five dependents. 

Under the minimum requirements proposed in the pending bills, each employee 
would have to be granted benefits equal to one-half of his average weekly wage, 
up to the prescribed maximum of at least two-thirds of the State average wage. 

Under these proposed requirements, a worker with five dependents would not 
be guaranteed enough to meet his food and housing costs unless his wages 
averaged at least $115 per week—double his $57.54 cost. A $60 per week earner 
would get only a $30 benefit. On the other hand, since the statewide average 
wage in Michigan is about $100, the single man in Michigan would have to be 
permitted to draw 50 percent of his wages up to about $67 per week. 


C. PENDING BILLS TO ACHIEVE ANNOUNCED OBJECTIVES 


1. The bills do not relate benefit levels to living costs 


Thus, these bills, which purport to assure workers that their benefits will 
be enough to live on, actually do no such thing. They carry the single worker 
much beyond the stated objective, while leaving many family men well below 
the promised level. The substantive provisions of the bills are completely un- 
related to the pious policy announced in the preamble. This seems to demon- 
strate serious confusion in the minds of the authors and proponents of these 
bills—either as to what unemployment compensation is supposed to accomplish 
or else as to how in practice to reach the objective. 

This confusion as to principle and practice well illustrates the point, which 
we make in all humility, that the State legislatures have had this responsibility 
for nearly a generation; and they have a pretty fair working knowledge of prin- 
ciples and practical techniques in dealing with these problems. The State leg- 
islatures do not yet have all the answers, but they are experimenting and making 
progress. In the meantime, any blunders they may make are not national in their 
impact. 

What is more, since, as I have shown, the minimum standards will inevitably 
tend to become absolute standards, the substantive provisions of these bills will 
tend to defeat the objective stated in the preamble. 

To see exactly how the substantive provisions tend to defeat the stated ob- 
jectives, let us consider one example. To meet the proposed Federal standard 
as to benefit amount (appearing on p. 3, lines 10 to 16 of H.R. 3547) [and pro- 
viding: ““(7) the weekly compensation payable to any individual shall be (A) the 
maximum weekly compensation payable under such law, or (B) an amount 
(exclusive of any compensation payable with respect to dependents) equal to at 
least one-half of such individual’s average weekly wage as determined by the 
State agency, whichever is the lesser ;’] the Michigan Legislature would amend 
its present law so that the weekly compensation payable to an individual earn- 
ing $40 a week would be $20. Under the present Michigan law, his weekly 
benefit rate is from $23 to $31, depending upon his family class. The enactment 
of the pending bills would thus actually tend to reduce the benefits payable to 
those in greatest need. 

The Michigan statute more nearly accomplishes what the pending bills say 
ought to be done, i.e., it relates the amount of benefits to the cost of meeting 
the necessities of life. As the legislature has declared in the statute itself, “the 
maximum weekly benefit rates * * * are related to the cost of the necessities of 
life for the various family classes * * *. At the same time, the legislature has 
concluded that the maximum weekly benefit rates * * * will finance the most 
favorable standard of living consistent with maintaining for unemployed indi- 
viduals generally a proper incentive to seek and accept new work.” It should be 
added, for the sake of a full understanding of the provisions of the Michigan 
law, that the Michigan statute has what might be called a built-in escalator estab- 
lishing a basis for increases in the weekly benefit rates if costs of living go up. 

The Michigan statute gives effective recognition to the indisputable fact that 
in the case of an employee with low earnings it will take more than half his 
average weekly wage to buy the necessities of life, whereas in the case of an 
individual with high earnings a benefit rate of somewhat less than half of his 
gross weekly wage will finance the most favorable standard of living consistent 
with maintaining an incentive to seek and accept new work. Thus, under the 
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Michigan law, in the case of the lowest paid workers with dependents the weekly 
benefit rate is as much as three-fourths of the individual’s average weekly 
wage. As the scale of average earnings goes up, there is a graduated adjust- 
ment in the scale of benefits, recognizing not only the individual’s earnings 
but the size of his family. For example, an individual in family class F (four 
children) earning $40 a week receives $31 as his weekly benefit rate (77% 
percent of his gross pay). But a single man earning $80 a week would receive 
a $30 benefit rate (374% percent of his gross pay, or between 45 and 46 percent 
of his spendable income). Thus, the legislature recognizes that a higher paid 
single individual without dependents does not need so great a percentage of 
his gross earnings to buy the necessities of life as does a family head with four 
children. 

In Michigan, the legislature has been struggling with the conflict in principle 
which is reflected in the discrepancy noted between the preamble of the pend- 
ing bills and their operating provisions. In Michigan, benefits below the maxi- 
mum are primarily wage related, while the maximums vary according to 
claimant’s family obligations and the cost of basic necessities. 

This, we submit, represents a sound and constructive solution of a difficult 
problem and—I want to emphasize this—one which would have been utterly 
impossible within a straightjacket of Federal standards. 


2. The bills do not achieve stabilization of employment 


There are other respects in which the bills fail to accomplish the announced 
objectives. Thus, the preamble further recites the purpose “to achieve the 
goals of employment stabilization” (H.R. 3547, p. 2, lines 11 and 12). I submit 
that the plain fact of the matter is that there is nothing in the bills that tends 
to achieve the goal of employment stabilization. On the contrary, it seems plain 
that so far at least as Michigan is concerned, enactment of the pending bills 
would mean less stabilized employment. As has been pointed out—and I shall 
footnote this in a later reference—the bills contain strong inducements to the 
States to abandon merit rating. As has been demonstrated in Michigan and 
other States over the years, the opportunities for tax savings through the 
merit rating system have provided an effective inducement for stabilization of 
employment. A considerable degree of stabilization has been achieved in many 
lines of employment. By the same token, abandonment of merit rating would 
remove the inducement, and would surely lead to a smaller degree of employ- 
ment stabilization. 

Rather than stabilizing employment, the provisions of the pending bills would 
tend to stabilize unemployment. The bills offer an alluring opportunity to be 
paid for not working—at a weekly rate, all tax free, equal to as much as two- 
thirds of the statewide gross average wage—and for periods of 39 weeks. This 
kind of unemployment would be most attractive to many claimants. 

Whatever is the right figure as the maximum benefit amount—and I think 
that what is right varies from one State to another—this much is clear: The 
maximum should not be so high as to deprive the unemployed of an incentive to 
seek and accept new work. 

As applied to Michigan, where the average weekly wage in 1958 was slightly 
above $100, the maximum benefit figure under the pending bills would be 
between $65 and $70 a week. There can be no doubt that many claimants would 
be happy to accept this amount, tax free, as the wages of idleness, for as long 
as they could get it. 

There is indeed evidence that the present scale of benefits in Michigan, going 
to a high of $55 a week and averaging more than $36 a week in 1958, may 
already be too high. A movie company is currently producing a motion picture 
in Michigan’s Upper Peninsula. A number of unemployed miners were hired as 
“extras” at $10 to $15 a day or a maximum of $75 for a 5-day week. They soon 
threatened to quit, on the theory that it was better to be unemployed than to 
work for such wages. The leader in the movement, according to the Detroit 
News of March 24, 1959, had been drawing $55 a week unemployment compen- 
sation. Apparently, he felt $55 tax free was better than $75 a week for work- 
ne particularly since the job entailed certain transportation expenses, and the 
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When benefits reach so high a level that it pays to remain unemployed, 
something is wrong. ‘ 


3. The bilis would not equalize the cost of doing business in different States 
In much of the discussion by proponents of the Federal standards concept, it 
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is suggested that Federal standards would somehow equalize the tax burdens 
of companies doing business in the high-benefit, high-tax States like Michigan. 
‘The suggestion is made that if Arkansas or South Carolina, for example, were 
required to raise their benefit levels to the high standard prevailing in Michigan, 
this would mean that unemployment taxes would become as high in those States 
as in Michigan, and that this would tend to equalize the cost of doing business 
in the respective States. 

Actually, it works the other way around. To provide the same level of bene- 
fits costs a great deal more in Michigan than in Arkansas or South Carolina, 
pecause of Michigan’s high wage leve!s and because a high percentage of unem- 
ployment is an inevitable feature of Michigan’s automotive industry. As Pro- 
fessor Haber, of the University of Michigan, pointed out last year (see, for 
example, Detroit Free Press, March 2, 1958), Michigan has always had and will 
always have a high incidence of unemployment. It was his prediciion that 
total unemployment in Michigan is likely to remain at a level of about 175,000 
even when so-called full employment is again attained. Obviously, it is going 
to take a lot more taxes to provide the same level of benefits in a State which 
always has about 175,000 unemployed than in a State where the average number 
of unemployed is a small fraction of that figure. 


D. Pending bills would tend to destroy State unemployment compensation 
programs 
The failure of the pending bills to accomplish the announced objectives is only 
one basis of our opposition. We oppose the bills also on the grounds that their 
enactment would accomplish several undesirable results. 


1. States would be deprived of right to fir qualifications 


First, imposition of Federal standards would impose undue limits on the 
power of a State to determine how long an employee must have been attached 
to the labor market before he can become entitled to benefits. Thus (H.R. 3547, 
p. 4, lines 15 to 18), it is provided that if the qualifying requirement is based on 
weeks of employment, the most that can be required is 20 weeks’ work in the 
individual’s base period. Now, the Michigan law is well within this limit. But 
a time might come when the Michigan Legislature would feel that this should 


be increased to 21 weeks, to meet certain problems arising from the large amount 
of seasonal employment in Michigan. This involves purely local problems, which 
the States should be permitted to work out. But the pending bills would take 
away the power of the States to determine the best solution for their own par- 
ticular problems in this area. 


2. Uniform duration would produce inequities 


Secondly, the bills would provide a uniform benefit duration, requiring that— 
if an individual stayed out of work so long—he must be paid unemployment 
benefits for not less than 39 weeks. The determination of the proper duration 
of unemployment benefits is peculiarly a matter for determination by each State 
in view of its own needs. In Michigan we have adopted an extremely low quali- 
fying work requirement, under which an individual need work only 14 weeks 
during his base year to become eligible for unemployment benefits. It has there- 
fore been important in Michigan to provide for a variable duration of benefits. 
The formula provides 2 weeks of benefits for each 3 weeks of work. For example, 
14 weeks of work entitles a person to 914 weeks of unemployment benefits. But 
under the provisions of the pending bills, an employee who had worked for 14 
weeks during his base period would then become eligible for 39 weeks of benefits— 
almost 3 weeks of unemployment benefits for every week of work. 

Now, we have a great deal of seasonal employment in Michigan: shipping, 
mining, construction, lumbering, the resort industry, and the fruit canning indus- 
try, for example. If we were required by Federal law to provide a minimum 
duration of 39 weeks it would means that a housewife who worked a little over 
3 months in the summer, washing vegetables in a canning factory or making 
beds in a resort hotel, would be entitled, after the close of the season around 
Labor Day, to draw unemployment benefits for the next 9 months. For example, 
if she started work June 15, 1958, and worked 14 weeks, or until September 20, 
when the seasonal job ran out, she could then receive benefits (skipping a wait- 
ing week and starting with the week of September 28) for a solid 39 weeks or 
until June 27, 1959, which would bring her back into the regular period of 
seasonal work. 
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Determining the proper duration of unemployment benefits is particularly a 
problem for each State, because conditions vary from one State to another. 
Michigan believes that long duration should be reserved for those who are nor- 
mally employed all through the year. 


2. States would be deprived of right to fix disqualifications 


Third, the pending bills would also take away from the States the right to 
decide what the disqualifications should be. This is done in a very deft manner, 
so deft as to pass almost unnoticed. The duration provision (appearing at lines 
17 to 20 on p. 3 of H.R. 3547) has hidden within it far-reaching limitations on the 
powers of the States to prescribe disqualification provisions. Enactment of this 
bill would means that if a person voluntarily quits his job without any reason 
except that he is tired of working—or if a person is discharged for intoxication 
on the job—still the State may not disqualify him to any further extent than 
to tell him that he may not draw benefits for more than 39 weeks (which, of 
course, is the same number of weeks as is drawn by other claimants, so that the 
disqualification does not really amount to anything at all). 

4. The bills are destructive of the merit rating principle 

Fourth, and perhaps the most important, the pending bills take a long step in 
the direction of eliminating the merit rating principle. 

They provide in substance that if a State will agree to abandon merit rating, 
and instead impose a flat tax of less than 2.7 percent on all employers, then an 
additional credit against Federal unemployment taxes will be made available 
to all State employers. This would mean, of course—if a State elected to accept 
this invitation to abandon merit rating and impose a flat rate tax—that half of 
the State’s employers (those with high unemployment who now pay above the 
average rate) would enjoy a lower tax than they now pay; and, conversely, the 
other half of the State’s employers (those with low unemployment who have 
earned a merit rating and pay less than the average rate) would be penalized by 
being required to pay higher taxes. 

In other words, the unyielding demands of self-interest would split the State's 
employers into two equal groups. Half of them would stand to benefit by 
abandoning merit rating in favor of a flat rate tax. They would likely, there- 
fore, join organized labor in urging the State legislature to abandon merit rating, 
as union representatives have been trying so hard for the last 20 years to per- 
suade the legislatures to do. It is not difficult to predict what might happen, 
when half the employers of a State joined with all the union representatives in 
urging abandonment of merit rating. 

What would be the result of changing over from merit rating to a flat rate 
tax? 

As previously noted, it would tend to endanger employment stabilization 
programs. 

Further, the flat rate tax would have the effect of destroying the policing of 
the administration of the fund. An employer would have no incentive to object 
to the payment of benefits to ineligible or disqualified employees if it made no 
difference in that employer’s tax rate how much was paid to whom. The experi- 
ence during the last year with temporary unemployment compensation benefits 
(which are not chargeable to individual employers) has dramatically shown 
how benefits can soar to heights which cannot be anticipated. In Michigan, for 
example, it was the considered estimate of the employment security commission, 
made after careful examination and surveys, that the total of TUC claims would 
amount to a figure between $30 and $31 million. Actual experience, however, 
has been that already TUC payments have totaled some $73 million—more than 
twice what was expected 

When employers stop policing the allowance of claims, the amount of benefits 
paid out soars to high levels. It has always been this way, and always will. 


5. Federal grants would tend to giveaway programs 

And, finally, I should like to direct the attention of the committee particularly 
to the dangers inherent in the provisions for what are euphemistically called 
reinsurance grants. 

The bills would abolish the Reed loan fund, under which a State in need of 
money can borrow what it needs and later repay it. Instead, there would be 


substituted an arrangement whereby States meeting prescribed conditions could 
receive “free” grants of Federal moneys to help finance the payment of un- 
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This proposal has at least two major undesirable consequences: 

First, there is a danger that a State which did not meet the technically phrased 
and somewhat involved conditions of eligibility as prescribed in the pending 
bills, might deplete its reserves but not be eligible for a grant. Presumably, 
payment of unemployment benefits would then cease—and at a time when they 
were most needed. 

Second, and even more important, is the fact that the pending bills constitute 
an invitation to State legislatures to cast prudence to the winds, and raise bene- 
fits to higher levels than the economy of the State could afford, secure in the 
knowledge that three-fourths of the cost of the program in excess of 2 percent of 
taxable payrolls could be passed on to the Federal Government, which would 
be required to make grants to meet such excess costs. 

These grants would not be chargeable solely to the employers of that State. 
Instead, employers over the entire country would have to pick up the tab. 

This might, in plain words, cause a race among some State legislatures to 
substitute giveaway programs for the present system of unemployment insur- 
ance, on the theory that much of the cost of such giveaways would be spread over 
a good many Other States who would bear the brunt of the cost. 

Most substantial sums might be required to meet the cost of these Federal 
grants to the extra-liberal States. A figure of $3 billion per year has been sug- 
gested. Presumably, the only feasible way of raising these sums would be to 
raise the rate of Federal taxes on employers all over the country. 


E. OTHER DEFECTS IN THE PENDING BILLS 


In conclusion, it seems to me that an examination of what might be called 
the technical features of the pending bills shows additional reasons why, in 
accordance with the recommendations of the early committee set up by President 
Roosevelt, the administration of unemployment insurance programs should be 
a State responsibility. 

This Ways and Means Committee, which over the years has been the guardian 
of State unemployment compensation systems, observed back in 1935 that: 

“Unemployment insurance cannot give complete and unlimited compensation 
to all who are unemployed.” 

This statement reflected the warning of President Roosevelt’s Committee on 
Economic Security, headed by Mr. Arthur J. Altmeyer, who declared in the 
same year: 

“While we favor unemployment compensation in cash, we believe that it 
should be provided for limited periods on a contractual basis and without 
governmental subsidies.” 

Similar statements were made in the same year by the Senate Finance 
Committee, which declared: 

“Such unemployment compensation is not a complete safeguard against the 
hazard of unemployment. In periods of prolonged depression many workmen 
will exhaust their compensation benefits before they find other employment.” 

That same Committee on Economic Security recognized that the responsibility 
of implementing and administering unemployment compensation programs was 
a responsibility of the several States, each of which should be permitted to meet 
its particular problems. 

During the quarter century that has intervened the Congress on at least four 
significant occasions has rejected proposals that would have substituted Federal 
standards in lieu of the established policy of allowing each State to determine 
its own pattern of unemployment insurance: 

(1) 1942, H.R. 6559, war displacement bill (grants to increase weekly benefits 
and duration). 

(2) 1944, 8, 2051, war mobilization and reconversion bill (to increase weekly 
henefits and duration). 

(3) 1945, S. 1274, Reconversion Act Amendments (to increase weekly benefits 
and duration). 

(4) 1952, S. 2504, Moody-Dingell bill (providing Federal funds to supplement 
State benefit payments). 

Throughout all the years it has been the considered judgment of Congress that 
no one group of administrative experts had enough expertness to know how to 
run 48 diferent unemployment compensation programs in as many dierent 
States. 

Recently, Prot, Wilbur J. Cohen, of the University of Michigan School of Social 


Work, commented upon the impossibiity of devising any single scheme of benefit 
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amount and duration which would be appropriate for the whole country. Pro- 
fessor Cohen, speaking last November at a social security conference sponsored 
by the three State universities of Michigan, said, in part: 

“The problem of making a specific determination of benefit adequacy in rela- 
tion to equities is perhaps the most difficult of all issues in social insurance, 
* * * In a country such as ours, with its vastness, its wage differentials, its 
mobility, and many different kinds of family spending units, benefit adequacy 
is a composite of many elements. I would not presume to attempt to solve this 
complex issue with any single phrase or any simple formula. * * * No group in 
the United States has had the knowledge, courage, or wisdom to attempt to 
define what they meant by a specific benefit standard. There is no single, simple 
objective standard for determining the long run adequacy of all types of social 
security benefits. Concepts of adequacy can and do vary. It is possible for 
benefits to be inadequate for some individuals while they may be ‘tuo adequate’ 
for others.” 

We think Mr. Cohen was right when he said that no one in the country has the 
knowledge or wisdom to prescribe standards of benefit amount and benefit dura- 
tion which would be right in each of the 50 States. 


CONCLUSION 


During the last few years, Michigan has faced an unemployment problem 
which is, perhaps, the greatest that has been faced by any State since the 
depression days of 1932. No law could have been given a more searching test 
than has been given the Michigan unemployment compensation system since 
1957. We submit it has passed this test well. The average benefit check was 
$36.54 in 1958. The total cost was just under $325 million. This expenditure, 
it is true, did strain Michigan’s fund; and in fact the State borrowed $113 
million from the Reed fund. But the State was in fact able to pay all the claims 
under the State plan with its own funds, and without actually using the bor- 
rowed money. Its reserve now stands at a figure of $169 million, including the 
$113 million that must be repaid to the Federal Government. In short, the 
Michigan program passed the test. Of course, we face the necessity of repaying 
this $113 million, plus the $73 million advance for temporary unemployment 
compensation. 

It may well be that under the Michigan program, many Michigan employers 
will have to pay higher tax rates than they would be assessed if the pending 
bills were enacted, and the State law amended to conform thereto. It is 
expected that the Michigan tax will average 2.8 percent in 1959, and be still 
higher in 1960. But despite the possible short-term savings in taxes, Michigan 
employers are opposed to any proposal which looks toward federalizing the 
unemployment compensation system by providing prescribed standards to which 
the State legislatures would be compelled to conform. Further, we believe that 
the unemployment insurance program which the State legislature has provided 


better serves the general public interests of Michigan than would the proposed 
Federal standards. 


Mr. Cooper. The two organizations that I represent have a keen 
interest in the bills providing Federal aeadards of unemployment 
compensation. We believe that the adoption of such Federal stand- 
ards would lead to a significant deterioration of the unemployment 
insurance programs of the States. 

We are opposed, both in prosple and also for compelling practical 
reasons, to the fundamental theory and approach of hon billls which 
would substitute the judgment of the Congress for the judgment of 
the several State legislatures. 

It is unnecessary to belabor the issue of principle. I apprehend 
the members of the committee have heard the point of principle dis- 
cussed at some length during the last few days. The chief point can 
be stated briefly. 

If Congress assumes practical control of such matters as the amount 
and duration of unemployment benefits, and the method of financing 
benefits, then Congress will have taken a radical and irretraceable 
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step toward a completely centralized government. So much for the 
issue of principle. 

Turning now to what I deem to be the compelling practical reasons, 
I should like to mention briefly six principal points. 

The first point that I should like to suggest to the committee is that 
the proposed Federal standards are not minimum standards, but will, 
in actual operation, tend to become absolute standards because no 
State now has a scale of benefits and eligibility rules that meet. the 
proposed so-called minimum standards. The bill, I would suggest, 
uses the term “minimum” for promotional purposes, but it actually 
proposes the wholesale liberalization of the whole program. 

Inasmuch as all of the States would have to move upward to reach 
the so-called minimum, I suggest the standards would actually be 
maximum as well as minimum and that deadlevel uniformity would 
be the result. 

The second point that I would like to suggest to the members of 
the committee is that in our judgment no set of standards could be 
devised that would be appropriate for all the the 40 States. The 
States are continually experimenting not only with new types of pro- 
visions to deal with peculiar local problems, but also with the basic 
principles and philosophy of the program. 

Justice Holmes, the committee will recall, spoke so frequently in his 
opinions, of the desirability of permitting the several States to carry 
on within their own jurisdictions experiments in these social fields. 
There is a lack of well-established principles and philosophy in the 
field of unemployment insurance, and I think experimentation on a 
State level is a healthy and helpful thing. 

This lack of philosophy is nowhere Vector exemplified, it seems to 
me, than in the pending Federal standards bills. For example, I can 
find no discernible correlation between the philosophy of benefit ade- 
quacy stated in the preamble of the bills, and the kind of benefit for- 
mula which the bills would compel the States to adopt. 

The preambles recite, for example, that in most cases the amount of 
unemployment compensation benefits payable to unemployment per- 
sons under State laws are not adequate to provide the worker and his 
family with the basic necessities of life. But I suggest that an exami- 
nation of the operative provisions of the pending bills disclose that 
they do nothing to relate the level of unemployment benefits to the 
costs of the necessities of life, because the costs of the necessities of 
life vary not with the size of the worker’s paycheck but with the size 
of his family. 

Based on figures of the U.S. Bureau of Labor Standards, adjusted 
to 1959, the average Detroit City worker’s weekly expenditures for 
food and housing ranged from $20.68 for a single man to $57.54 for a 
worker who supports himself and five dependents. 

So that under “one-half of the wage” formula setup in the bills as 
the benefit amount, a worker with five dependents would not be guar- 
anteed enough to meet his actual food and housing costs unless his 
wages averaged at least $115 per week, double his $57 cost. 

On the other hand, a worker who earned $60 a week, no matter how 
many dependents he might have, would get only a $30 benefit, or less 


_ than he needed for food and housing. Again, since the statewide 


wage in Michigan averages slightly over $100, a single man in Michi- 
gan without dependents would be permitted to draw 50 percent of his 
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wages, up to $67 a week, which would be substantially more than he 
would need to meet his costs for food and housing. 

In short, while these bills purport to assure workers that their bene- 
fits will be enough to live on, actually, as I view them, they do no such 
thing, because they carry the single worker much beyond the stated 
objective, while leaving many family men well below the promised 
level. The substantive provisions of the bills are completely unre- 
lated to the pious policy announced in the preamble. 

This, it seems to me, suggests a confusion either as to what unem- 
ployment compensation is supposed to accomplish, or else as to how, 
In practice, we should reach those results. In this confusion in prin- 
ciple and practice, it illustrates the point which I make in all humil- 
ity, that, after all, the State legislatures have had this responsibility 
for nearly a generation, and they have a pretty fair working knowl- 
edge of the principles involved and the practical techniques that are 
effective in dealing with these problems. 

It is true that the State legislatures do not have all the answers, but 
they are experimenting continually, and they are making progress 
year by year. In the meantime, confining it to States, this area of ex- 
perimentation, any blunders which the State legislature might make 
are not national in their impact. 

The third main point which I would desire to stress, if the chair- 
man please, is that the substantive provisions of these bills would tend 
to defeat the objectives stated in the preamble. To see exactly how 
this would operate, let us consider one example. The Michigan Leg- 
islature under the proposed Federal standards would amend its law so 
that the weekly compensation payable to an individual earning S40 a 
week would be 50 percent of his earnings or $20. 

Under the present Michigan law, his weekly benefit rate is higher 
than that, ranging from $23 to $31, depending on his family class. 

So that under these proposed standards, the result. would be, so far 
as we are concerned in Michigan, they would actually tend to reduce 
the benefits payable to those in greatest need. The Michigan statute, 
I would respectfully suggest, more nearly accomplishes what the pend- 
ing bills say ought to be done. That is; the Michigan statute relates 
the amount of the benefits to the cost of meeting the necessities of life. 

At the same time, reading from the statute, the legislature has con- 
cluded that “ the maximum benefit rates herein provided will finance 
the most favorable standard of living consistent with maintaining 
for unemployed individuals a proper incentive to seek and accept 
new work.” 

The Michigan statute gives effective recognition to the indisputable 
fact that in the case of an employee with low earnings, it will take 
more than half of his average weekly wage to buy the necessities of 
life, whereas in the case of an individual with high earnings, a benetit 
rate of somewhat less his half gross weekly wage will finance the 
most favorable standard of living consistent with maintaining an in- 
centive to seek and accept new work. 

Thus, under Michigan law, in the case of the lowest paid workers 
with dependents, the benefit rate is as much as three-quarters of the 
individuals wage. For example, an individual with four children, 
and earning $40 a week, receives $31 as his weekly benefit rate. But 
a single man earning twice that much or $80 a week, receives sub- 
stantially the same benefit rate, $30. 
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Thus, the Michigan legislature has recognized that a higher paid 
single individual without dependents does not need so great a per- 
centage of his gross earnings to buy the necessities of life, as does a 
family head with four children. 

The fourth point which I should like to particularly stress, if the 
committee please, is that the pending bills, as we see it, do not achieve 
stabilization of employment. I submit the plain fact of the matter is 
that there is nothing in the bills that tends to achieve the goal of em- 
ployment stabilization. 

In fact, I fear there is a danger that enactment of the pending bills 
would mean less stabilized employment. As has been pointed out, 
and I shall footnote this in a later reference, the pending bills con- 
tain strong inducements to the States to abandon merit rating. It 
has been demonstrated in Michigan and other States over the years 
that the merit rating system has provided an effective inducement for 
stabilization of employment. 

A considerable degree of stabilization of employment indeed has 
been achieved. 

But abandonment of merit rating, we fear, which would remove 
that inducement, would surely lead to a smaller degree of employment 
stabilization. 

I should like to suggest that rather than stabilizing employment, 
there is a danger that the provisions of the pending bills would tend 
to stabilize unemployment. 

After all, the bills offer an alluring opportunity to be paid for not 
working at a weekly rate, all tax free, equal to as much as two-thirds 
of the statewide gross average wage, and for periods of 39 weeks. 
I would suggest that this kind of unemployment would be attractive 
to a number of claimants. Whatever is the right figure as the maxi- 
mum benefit amount, and I think that what is right varies from 
one State to another, this much I would suggest is aaak: The maxi- 
mum should not be so high as to deprive the unemployed of an in- 
centive to seek and accept new work. As applied to Michigan, where 
the average weekly wage is slightly over $100, the maximum benefit 
figure under the pending bills ea FF be between $65 and $70 a week. 
I fear that many individuals would be happy to accept this amount 
tax free as the wages of idleness for as long as they could get it. 

There is indeed some evidence, some suggestion, that the present 
scale of benefits in Michigan, which goes to $55 a week, may already 
be possibly too high. A movie company is currently producing a mo- 
tion picture in Michigan’s Upper Sonera A number of unem- 
ployed miners were hired as extras at $10 to $15 a day, or a maximum 
of $75 for a 5-day week. 

They soon threatened to quit on the theory that it was better to be 
unemployed than to work for such low wages. The leader in the 
movement, according to the Detroit News, which carried a front page 
story on March 24 of this year, had been drawing $55 a week unem- 
ployment compensation before he accepted this job as a movie extra. 

Apparently he felt that $55 a week tax free was better than $75 
a week for working, particularly since the job entailed certain trans- 
portation expenses and the like. When benefits reach so high a level 
that it pays to remain unemployed, something is wrong, and it seems 
to me that it is for each State to best determine under the local condi- 
tions prevailing what is the appropriate maximum benefit. 
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It is $55 in Michigan but it will likely go to $57 in the current legis. 
lature. They must determine how to permit the individual to meet 
his living costs, whatever they are, and at the same time offer an in- 
ducement to seek new work. 

The fifth point I would like to stress is that in our judgment the 
bills would not equalize the cost of doing business in different States, 
It has been suggested by proponents of the measure that Federal 
standards would somehow equalize the tax burdens of companies 
doing business in the high-benefit, high-tax States like Michigan. 
Actually I would suggest it would work the other way around, be- 
cause to provide the same level of benefits would cost a great deal 
more in Michigan than in South Carolina, for example, or some of the 
other States in the South with lower benefits and lower tax rates, 
because of two reasons: 

First of all, Michigan’s high-wage levels would tend inevitably to 
keep the cost high in Michigan, and, secondly a high percentage of 
unemployment is an inevitable feature of Michigan’s automotive 
industry. 

Professor Haber, of the University of Michigan, estimated last year 
that even when so-called full employment is again attained, we must 
expect about 175,000 persons to be unemployed in Michigan because of 
the apparently inherent nature of operations there. 

The sixth point which I should like particularly to stress is that in 
our judgment the pending bills would tend to destroy the State unem- 
ployment compensation programs. I realize that the hour is late and 
that especially my time is running out, and I shall, if I may, Mr. Chair- 
man, summarize the balance of my statement in the briefest possible 
terms. 

There are five ways in which, as I view it, enactment of the pending 
bills would carry a threat to destroy the integrity of State unemploy- 
ment compensation programs. I discuss them in some detail in the 
written statement. May I just mention the five points with perhaps 
one or two examples as I go along? 

First of all, it seems to me the threat exists in that the States would 
be deprived in large measure of the right to fix eligibility qualifications. 

Secondly, it appears to me that provisions for uniform duration 
would produce inequities, as the chairman was observing a few mo- 
ments ago. I would like to pick up the suggestion as it applies to 
Michigan. Under the Michigan law, for example, a uniform 39 weeks 
duration would mean that a housewife who works 14 weeks during the 
summer, perhaps washing vegetables in a canning factory or making 
beds in a resort hotel, would be entitled, upon the close of the season, 
ein Labor Day, to draw unemployment benefits for the next 9 
months. 

Our Michigan Legislature has adhered to the philosophy that long 
duration of benefits should be reserved for those who are normally 
employed all through the year. 

he third respect in which it seems to me there is a threat of destruc- 

tion of the State unemployment compensation programs is that the 

eee would, in large measure, be deprived of the right to fix disquali- 
cations. 

Fourth, as has been suggested, the bills are destructive of the merit- 
rating principle because they offer such an inducement to the abandon- 
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ment of merit rating. What would be the result of changing over from 
merit ratings to a flat-rate tax? As I mentioned before, it would tend 
to endanger the employment stabilization program, but there is a 
second and, to me, an even more important consequence. 

The flat tax rate would have the effect of destroying the policing 
of administration of the fund on the part of employers. Our experi- 
ence in Michigan during the last year with temporary unemployment 
compensation benefits may throw just a little light on that. 

When the bill was passed, the Michigan Employment Security Com- 
mission, after careful examination and surveys, estimated that the 
total temporary unemployment compensation claims in Michigan 
would amount to $30 or $31 million. In actual experience, temporary 
unemployment compensation payments have totaled some $73 million 
in Michigan, more than twice what was expected, which seems to me is 
an illustration of the principle that when employers have no right or 
no incentive to police the allowance of claims, the amount of benefits 
may tend to soar to high levels. 

The fifth point which I should like to mention is that Federal 
grants contemplated in the pending bills might provide an incentive 
to giveaway programs. It seems to me that the pending bills consti- 
tute an invitation to State legislatures to cast prudence to the winds 
and to raise benefits to higher levels than the economy of the State 
could afford, secure in the knowledge that a large part of the cost, that 
is three-fourths of the cost in excess of 2 percent of taxable payrolls, 
could be passed on to the Federal Government. 

In conclusion, may I say, if the committee please, during the last 2 
years Michigan has faced an unemployment problem which is perhaps 
the gravest that has been faced by any State since the depression of 
1932. 

We think that Michigan has passed this test pretty well. The aver- 
age benefit check in Michigan in 1958 was $36.54. The highest of 
any industrial State in the Nation. It was exceeded by only one 
State, the State of Nevada. The total cost to Michigan of its pro- 
gram last year was $325 million. This expenditure, it is true, did 
strain Michigan’s funds. 

In fact, the State borrowed $113 million from the Reed fund. But 
the State was, in fact, able to pay all of the claims under the State 
plan with its own funds, and without actually using the borrowed 
money. 

It a well be that under the Michigan program, many Michigan 
employers will have to pay a higher tax rate than they would be 
assessed if the pending bills were enacted and the Michigan law 
amended to conform thereto. 

It is expected that the Michigan tax will average 2.8 percent in 1959, 
and perhaps go higher in 1960. But despite any possible short-term 
savings in taxes, Michigan employers are opposed to any proposal that 
looks toward federalizing the unemployment compensation system by 
ips prescribed standards to which the State legislatures would 

compelled to conform. 

Further, we believe that the unemployment insurance program 
which the State legislature has mtr: better serves the general pub- 
lic interest of Michigan than would the proposed Federal standards. 

Thank you. 
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The Cuarrman. Thank you very much. 

Are there any questions? Mr. Machrowicz. 

Mr. Macurowicz. I know the hour is late, and I don’t want to pro- 
long this any longer than necessary. You and I have discussed some 
of these questions previously, and we have very divergent views on 
some of the questions that you raise. 

I just want to understand you correctly. You feel, do you not, Mr, 
Cooper, that these matters should rather be taken care of by the State 
legislature than by the Federal Government; is that right? 

Mr. Cooper. It is our feeling that it is proper to permit the States 
to conduct experiments in this field, and we think that so far as Michi- 
gan is concerned it has done very well and has ended up with a pro- 
gram which serves the interests of the unemployed as well as the gen- 
eral interest of the State; yes, sir. 

Mr. Macurowicz. What I was driving at is that I think we havea 
very typical example of what can happen in what is going on in 
Michigan now. There is now pending in the Legislature of Michigan, 
is there not, a bill for the acceptance of the extension of the TUC? 

Mr. Coorer. Yes, sir. 

Mr. Macurowicz. What is the position of your assoication in con- 
nection with that, with that mere, small extension of the TUC? The 
legislature has not yet accepted it; is that right ? ' 

Mr. Coorrr. That is correct. The bill which is before the legisla- 
ture encompasses that point and some other points respecting provi- 
sions of the law, and our association is for that bill; yes, sir. 

Mr. Macurowicz. I should preface my remarks by saying we have 
a situation in Michigan where the Governor is of one party and the 
legislature is of the other party. Is it not true that in order to accept 
this extension of the TUC. your association has been lobbying, and 
is lobbying, for a bill which 1s now pending in that legislature, which 
would strengthen the eligibility qualifications and place quite a few 
other restrictions as a condition to accepting these 6 weeks extra 
temporary employment compensation? Isthat right? 

Mr. Coorer. Congressman Machrowicz, that is not my understand- 
ing of the legislative situation in Michigan. My understanding, based 
upon information that comes to me, is that the pending bill, as State 
bills frequently do, is concerned with certain problems which are 
“re and important to the State, and that the bill, as it stands 

fore a conference committee, would provide a definition of the term 
“establishment” which would restore to-the Michigan law a definition 
of establishment that has been followed by the courts and administra- 
tive agencies from 1941 until 1958 when it was recently reversed by 
the Michigan Supreme Court, that it is a bill which covers two points, 
the definition of establishment and the matter of extension of TUC 

understand that some members of the legislature have asked that 
the bill be severed, and that a part of it be enacted. 

Mr. Macurowicz. And your position was against it ? 

Mr. Coorrr. Our position is that the whole bill is a good bill and 
that it should all be passed ; yes, sir. 

Mr. Macurowicz. Is it not the case that, because of the recent 
Supreme Court decision in the Ford Motor case, you want the legis- 
lature to reverse the Supreme Court as a price for accepting the ex- 
tension of temporary unemployment compensation ? 
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Mr. Coorer. I would not state it that way, Congressman. There 
are two points, and there are two important ones. understand that 
while the conference committee has not reached an agreement, as I 
read in the newspapers, according to the Senator who I believe is the 
chairman of the conference committee, he has gone down to Washing- 
ton to make sure that of the deliberations of the conference commit- 
tee in this matter, and the fact that they have not reached an agree- 
ment up to this day will not possibly prejudice the rights of the em- 
nloyees of Michigan to receive TUC payments retroactively, and that 
bs has been assured that such retroactive payments are possible, and 
that therefore there is no danger of any worker being cut out from a 
continuation of TUC payments while the members of the conference 
committee are undertaking to reach an agreement on the matter of 
the bill. 

How it will come out, I don’t know. I might say, to further answer 
the question, Congressman Machrowicz, the Michigan Manufacturers’ 
Association has not been asked to testify on that bill. It is a matter 
before the conference committee, in which, as I understand the rules 
of the Michigan Legislature, witnesses are not permitted to come and 
express their viewpoints. 

There are two matters in the bill and how the committee will resolve 
them,'I do not know. 

Mr. Macnrowrcz. I did not want to go into the mechanics. I just 
wanted to demonstrate the fact that while you are here arguing the 
fact. that the States are doing a good job and to let them go ahead 
with it, actually in the State legislature your association is taking 
the position of trying to go backwards as far as unemployment bene- 
fits are concerned. 

Mr. Coorrr. Congressman Machrowicz, the record will speak for 
itself. May I say, sir, that my interpretation would not concur with 
yours. 

The employers of Michigan are urging an extension of benefits from 
the present maximum of $55 a week to a maximum of $57 a week. 
That is one of the matters in the bill. 

It is our position that the definition of establishment, that the 
definition which has always been followed until the recent decision 
of the Supreme Court, is a good one. On the third one, the extension 
of temporary unemployment compensation, we are in favor of that. 
We are in favor of the whole bill. 

Mr. Macurowicz (presiding). Mr. Cooper, you stated that there 
is a serious confusion in the minds of the authors or proponents of 
these bills as to what the unemployment compensation is supposed 
to accomplish or else as to how to reach the objective. You say the 
bills do not relate benefit levels to living costs. 

Is it your impression that the benefit level should relate to living 
costs rather than to wages ? 

Mr. Coorer. Congressman, we think that the principle as stated in 
the Michigan bill is a proper one. It takes into consideration, under 
a complicated formula, both wages and also living costs. I sketch it 
out in some detail in the statement which I have filed. As wages go 
up, so likewise do the amount of benefits go up. 

The Michigan Legislature recognizes that there should be a rela- 
tion between the amount of the benefits and the amount of earnings, 
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but that also there should be a relationship between the costs of meet- 
ing the necessities of life, in view of the particular family class in 
which the claimant falls, so that both factors are taken into consid- 
eration under the Michigan formula, which we think has worked 
pretty well. 

Mr. Macnrowicz. Yesterday, the representative of the National 
Manufacturers Association testified before us, and at least as I under- 
stood his testimony, and I think I am not wrong in that, he con- 
curred. I thought we had all come to that agreement with some hesi- 
taney, that the proper relationship between benefits is that with 
— rather than cost of living. you agree with that or do you 
not 

Evidently the report of the committee in 1939, referred to by the 
chairman a half hour ago, stated the same thing. 

Mr. Cooper. It seems to me as I view the matter, working just in 
our own little bailiwick of Michigan, where I have worked on it since 
1939 as a representative of employers, that there are two philosophies, 
one, that of replacing of wage losses; and the other, that of enabling 
the worker to meet the cost of buying the necessities of life. 

Our Michigan Legislature has been struggling to reconcile these 
two principles, and it thinks it has found a fair working compromise 
in the variable maximum which we have in the Michigan law, in 
which benefits are related simultaneously to wages and also to the 
family class in which the claimant falls. 

Mr. Macurowicz. I do not want to belabor that point too long, but 
you also stated that the Michigan statute has what might be called 
a built-in escalator, establishing a basis for increases in weekly bene- 
fits rates as the cost of living goes up. Is it not true that that law 
simply provides that the agency must report if the costs go up, but 
does not provide an automatic increase or adjustments, and that ac- 
tually adjustments have not been made as they should have been 
when the reports were made? 

Mr. Coorer. I think I have the provision of the law in front of me, 
Congressman Machrowicz. I always hesitate to answer what is in a 
bill without looking at it to make sure that my recollection is correct. 

The bill, and I am referring to section 2¢ of the Michigan law, 
Atte that if in any calendar year the U.S. Department of Labor 

nsumer Price Index for the preceding December has increased 
or decreased as compared to the base month, the Commission shall 
determine the percentage of such increase or such decrease. 

The Commission shall then multiply the maximum weekly benefit 
rate for each family class by this percentage. If the product thus 
obtained is $1 or more, the Commission shal) forthwith report such 
fact to the Governor, the legislature, and the Michigan Employment 
Security Advisory Council. 

I think, to correctly summarize it, it is essentially a matter of 
reporting, I do not know, Congressman Machrowicz, of any year 
since this provision in the Michigan Jaw wes established, when an in- 
oom in living costs was not followed by an increase in weekly bene- 

t rates. 

If the Congressman has information that it has been skipped some 
year, the records could be checked. I do know this, Congressman 
Machrowicz, that the maximum weekly benefits rate has in 
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creased a number of times since this variable maximum provision was 
adopted in accordance with the formula stated in the bill, and that 
there is now pending in the legislature with ee so far 
as I know, a provision that would increase the maximum from $55 
a week to $57 a week because of the current increases in living costs. 

So on that basis, I think it can be said that the provision has worked 
well. 

Mr. Macurowicz. On page 10, you say that the maximum should 
not be so high as to deprive the unemployed of an incentive to seek 
and accept new work. 

I want to say in advance that I fully agree with you on that. But 
I want to ask you whether 50 percent of the wages would destroy 
that incentive. That is, in your opinion. 

Mr. Coorrr. In my opinion, Congressman Machrowicz, in some 
cases it might. In some cases where a single worker without depend- 
ents wold be entitled under the formula to a benefit rate of $65 or 
$70, it is my opinion that that might drastically decrease the incentive 
to accept new work. 

Mr. Macurowicz. Do you think that 50 percent is too high? 

Mr. Cooper. I think that in some cases, 50 percent is too high, and 
that in other cases 50 percent is not high enough. That is a feature 
of the Michigan statute. In some cases the benefit rate is more than 
50 percent and in other cases less than 50 percent, as I tried to describe, 
relating to wages and also to family class. 

Mr. Macurowrcz. You referred also to the housewife who worked 
14 weeks and then when the seasonal job ran out would receive benefits 
for 4 weeks, which would bring her back into the regular season for 
work. 

Is it not true that she could receive those payments, but only if she 
were looking for work and could accept work during that period? 

Mr. Cooper. The law contains a requirement that she must be avail- 
able for work. In all administration, Congressman Machrowicz—— 

Mr. Macurowicz. You failed to add that in your statement. That 
does make quite a difference, does it not ? 

Mr. Coorrr. I think, Congressman Machrowicz, it makes no prac- 
tical difference. I think there is no secret about the fact that the 
requirement of availability for work is one which, in practice, can 
be readily fulfilled without any difficulty. We have, Congressman 
Machrowicz, numerous instances in Michigan under the present law, 
which is rather liberal, when after 14 weeks of work under the present 
law an individual is entitled to draw 914 weeks of benefit. 

We have a lot of seasonal workers in Michigan in the resort industry, 
the construction industry, the fruit-canning industry. The figures are 
most impressive as to how many of those individuals who are house- 
wives, who, after the season is completed, are able to convince the 
aon that they are available for work without ever being placed 

Mr. Macrrowicz. You also claim that the bills submitted by myself 
and others are destructive of the merit-rating principle because the 
would rather tend to abandon the merit rating. Of course, they don't 
automatically abolish merit rating; do they ? 

Mr. Coorrr. That is correct, sir. 
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Mr. Macnrowicz. Let me ask you this: Since you indicate so much 
confidence in the State legislatures and their ability to see the benefit 
questions clearly, why don’t you also give them that same benefit, 
and why do you fear their ability to handle the financing questions 
without dictation by Federal standards? 

Why do you fear the right we give to the States for the choice of 
systems is dangerous since you have so much confidence in State 
legislatures? 

fr. Cooper. Congressman Machrowicz, the question is directed to 
the provision in the pending bills for Federal grants, the abolition 
of the Reed loan fund and providing, instead, a substitute arrange- 
ment whereby States meeting prescribed conditions could receive 
so-called free grants of Federal moneys to help finance the payment 
of unemployment benefits. 

Mr. Macurowicz. There is a condition to that; is there not? 

Mr. Cooper. There is a condition to that, Congressman Machrowicz, 
This proposal, as we see it, has at least two major undesirable conse- 
quences. First, there is the danger that a State, which perhaps did 
not meet the technically phrased and somewhat involved conditions 
of eligibility as prescribed in the pending bills, might deplete its 
reserves but would not be eligible for a grant. And then, presumably, 
payment of unemployment benefits would cease and perhaps at a time 
when they were most needed. 

Second and even more important is the factor which I mentioned 
before, the fact that the opportunity to pass on a substantial part of 
the costs to the Federal Government could be an inducement to some 
State legislatures to cast prudence to the winds and raise benefits to 
higher levels than the Congress and the State could afford. 

Mr. Macurowicz. It is true, is it not, that a State is eligible for this 
refinancing only on conditions set by the bill ? 

Mr. Coorrr. As I understand the provisions of the bill, the eligibil- 
ity conditions for reinsurance grants are roughly these: A State 
shall be eligible in any quarter when its fund balance is less than the 
last 6-month benefits, and that a State shall not be eligible if its fund 
balance has been less than 6 percent of taxable payrolls or less than 
2 years’ benefits, while the minimum tax rate is less than 1.2 percent. 

This is rather complicated, and I always have to turn to my note 
to refresh my mind on it. If a State is eligible, the grant then shall 
be three-quarters of the excess of the estimated benefits over 2 per- 
cent of payroll for the quarter. 

Mr. Macrrowicz. These must meet those financing requirements 
in order to be eligible? 

Mr. Coorrr. That is correct; yes, sir. 

Mr. Macurowicz. I have just one last question. You referred 
to the statements of Prof. Wilbur J. Cohen, statements which he 
made at an informal meeting, as I understand. Isn’t it true that 
at that time he was talking about OASTI, and was answering questions 
not in the context that we have here before us? Actually, Mr. Cohen 
did sign this report, which has been introduced into the committee 
a few minutes ago, in which he very strongly favors the concept 
contained inthis bill. Isn’t that right ? 

Mr. Coorrr. Could I comment, Congressman Machrowicz, on the 
recent statement to which you referred, signed by Professor Cohen 
and Professor Fauri and others? . 


Ret 
ploye 
this © 
mitte 
concli 
whicl 

In 
ing, ’ 
perce 
with | 

perce 
sion— 
whicl 
perce 
withe 

In 
in wl 
I wou 

Mr 
was 
ties ll 
Instit 

Mr 
gress) 

Mr 

Mr 
econo 
of 
who « 
woul 

Mr 
omist 

Mr 

Mr 
mists 
sides. 

we a 
Thei 
to th: 
my 07 

As 
to th 
rowit 
ratin 
flexib 
to the 
corre 

Mr 
you |] 
State 
flat t: 


UNEMPLOYMENT COMPENSATION 935 


Referring to a conclusion of a survey that 71 percent of the unem-. 
ployed were family heads, it is my understanding, sir, and I think 
this may be of some significance and perhaps some help to the com- 
mittee in determining what weight to give that evidence, that those 
conclusions were based on a random sample of only 1,823 families; 
which is a pretty small sample. 

I noted, Congressman Machrowicz, as you read the list this morn- 
ing, 71 percent family heads, 14 percent wives, 12 percent sons, 3 
percent others, I said to myself, “Well, where are the single people 
with households of their own ?” 

I presume they must have been grouped in class 1, as part of 71 
percent family heads. It seems to me that that makes the conclu- 
sion—I hate to use the term “misleading’”’—it makes the conclusion one 
which must be carefully analyzed. I wonder how many of that 71 
percent of family heads were actually single men or single women 
without any family to support except themselves. 

In Michigan last year about 40 percent of all the claimants were 
in what we call family class A, single people without dependents. 
I would just like to make that comment. 

Mr. Macurowicz. Those figures were concurred in and that report 
was concurred in by 21 economists from some of the highest universi- 
ties in the United States, the president of Harvard, the Massachusetts 
Institute of Technology, and various others; is that right ? 

Mr. Cooper. I understand it was signed by a large group, Con- 
gressman Machrowicz. 

Mr. Macurowrcz. Twenty-one. 

Mr. Coorer. Congressman Machrowicz, I do not claim to be an 
economist. I do happen to be a professor of law at the University 
of Michigan Law School, and I think in addition to the 21 economists 
who did sign it, one might find 21 economists of equal distincticn who 
would have declined to sign it. 

Mr. Macurowicz. Do you have the names of the other 21 econ- 
omists ? 

Mr. Coover. I have not made the survey. 

Mr. Curtis. I will say that maybe we can get some of the econo- 
og who appear before the Joint Economic Committee to choose up 
sides. 

I find conclusions are of value to some degree but, in the kind of work 
we are engaged upon, I think conclusions are of not too much value. 
The important thing is to get the facts and reasons as to how they came 
to that conclusion. I want to get, I think, three things cleared up in 
my own mind. 

As I understand it, this option in the Machrowicz bill in regard 
to the use of experience rating, you stated, I think, that the Mach- 
rowitez bill does not forbid a State to continue to utilize the experience 
rating if it wants to. But, as I analyze what you have said, it gives 
flexibility to the State, but at the same time also provides an incentive 
to the State to abandon the incentive or the experience rating. Am I 
correct in that ? 

Mr. Coorrer. Congressman Curtis, my understanding is exactly as 
you have stated. I think the substance of the provision is that if a 
State will agree to abandon the merit rating and, instead, impose a 
flat tax of less than 2.7 percent on all employers, in other words a flat 
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rate, then an additional credit against Federal unemployment. taxes 
will be made available to all State employers and, as a practical mat- 
ter, it seems to me that one does not need a crystal ball to see how that 
would operate in actual practice in almost every State. 

Necessarily, by the law of averages, where you have a merit rating, 
half of the employers pay a tax that is higher than the average wage 
and the others, with the good merit rating, pay a tax that is below 
the average wage. 

Mr. Curtis. The main point that I want to dwell on is the thought 
that this is providing freedom to the States is not quite the whole 
story. It is providing a flexibility but with such pressures or rewards 
that, in effect, are saying that they abandon this system. 

One thing that I am not sure about in your statement, and if your 
statement is correct then my original thinking is correct, but I have 
since modified my thinking and my modified thinking would be in- 
correct. 

On page 10, you state that in Michigan, where the average weekly 
wage in 1958 was slightly above $100, the maximum benefit figure 
under the pending benefit bills would be between $65 and $70 a week. 
Many claimants would be happly to accept this amount tax free. 

I originally thought that was true of the Machrowicz bill. I have 
since come to the conclusion that there is a minimum of 50 percent in 
that bill, or, rather, a maximum of 50 percent of the individual’s wages. 
So if that were true, your statement would not be correct. I wanted 
you to clarify that. 

Mr. Coorrr. I can only state, Congressman Curtis, my understand- 
ing of the bill. The language on page 3 of H.R. 3547, lines 10 through 
16, provides that the weekly compensation payable to any individual 
shall be, and then the first alternative, the maximum weekly compen- 
sation payable under such law or, B, an amount equal to at least one- 
half of such individuals average weekly wage as determined by the 
State agency, whichever is lesser. 

So if you had an individual whose average weekly wage was $200, 
and 50 percent of that would be $100, as I understand the law that 
unemployed individual would not receive $100, which would be 50 
percent, but he would receive two-thirds of the average State weekly 
wage. 

n Michigan, the average State weekly wage is just a few pennies 
over $100. Two-thirds of it would be approximately $67. My un- 
derstanding is that that would be his benefit 

Mr. Curtis. Thank you. 

That was the way I originally interpreted it. Then I had a brief 
conversation that made me think otherwise. Now I come back to my 
original concept, that it would indeed provide, in many instances, 
above 50 percent and it would be compulsory, too. 

Mr. Macurowicz. How do you interpret the last four words of 
this section, “whichever is the lesser” ? 

Mr. Curtis. That applies to B, not A. 

Mr. Macurowicz. It applies to both. 

Mr. Cooper. In the instance I cited, where 50 percent of his weekly 
wage would be $100, and where two-thirds of the State average would 
be $67, he would receive the lesser of those two, $67. 
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Mr. Macurowicz. It was intended, as far as I am concerned, that 
it should never refer to B, but should refer to A and B. 

Mr. Curtis. So in no instance would anyone get more than 50 per- 
cent ? 

Mr. Macurowicz. Absolutely not. 

Mr. Curtis. Then in that event, to do justice in this bill, to some 
of these people that you pointed out in Michigan, where you pay 
some attention to an employee with dependents and they do get above 
50 percent now, as I understand it, they would then, under this pro- 

osed law, be cut back. : 

So whatever we do, we certainly have to clarify that section. 

Mr. Coorer. Congressman Curtis, that is my understanding. I 
undertook to make the point in the statement that this standard would 
operate to cut down the amount of benefits as compared with those 
available in a number of instances under the Michigan law. ; 

Mr. Curtis. I have very much appreciated your testimony in re- 
gard to this formula in reference to wage. I have said myself that I 
think the more meaningful reference is wage rather than cost of liv- 
ing. But at the same time, and some of those who have testified on 
it have pointed out the very thing that is in the Michigan law, which 
1 did not know, which was that thought it paid attention to wage, 
it paid attention to a weighted formula that gave more benefit at the 
lower wage level, which, of course, is paying attention to the cost of 
living. 

But I was basing my reference on the fact that I felt that wages 
was the better reference point than some of the testimony given to 
us on cost of living. I felt and do feel, that some reference to a 
weighted formula is very important. It just strikes me that Michi- 
gan has done a pretty good job in working out the composite that does 
pay attention to both; that is, using wages as a basis, but weighing 
it with the cost of living, particularly when you have dependents. 

What is the cost factor involved as the result of the dependency 
allowances in Michigan? There are just a few States who have de- 
pendency benefits. I think that is a very fine thing. 

But the arguments against it have been that it will discourage an 
employer from having employees who have families with dependents. 
Is the cost such that that has served somewhat as a deterent ? 

Mr. Coorrr. Congressman Curtis, there has been no indication 
whatever in Michigan of that factor becoming in any way operative. 

Mr. Curtis. I imagine, no; it is true that inasmuch as you have your 
experience rating, if you had such a thing accompanied with, say, all 
heads of families experiencing a high unemployment ratio, it would 
have the taxes somewhat affected by that. 

Mr. Cooper. Congressman Curtis, the formula, is a somewhat com- 
plicated one, and I ae you would not want me to take time to try to 
go at it in greatest detail. The family classes are spread out into num- 
erous classes, A, B, C, D, E, and F, and the formula takes into account 
both the wage and family size, so that the ratio of benefit to wage 
varies, first of all with earnings, and then with family size. 

There are so many computations between the two, so many steps 
between the minimum and the maximum. The majority of claimants, 
as a matter of fact, are not in class A, which are the single people. I 
think that is an indication that this has not in any way influenced 
hiring policies of employers. 

39678—59—— 61 
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Mr. Curtis. If it influenced hiring policies, I think it might also 
influence firing policies or laying-off policies so that the family man 
would tend to be the last laid off if that factor had entered into the 
picture at all. I hadn’t thought of it that way, but I think it is very 
true. 

Mr. Coovrr. If I may say, Congressman Curtis, a number of sur- 
veys have been made in Michigan which illustrate this point, which, 
to me, is rather interesting. I had some statistics in the statement I 
read before the committee last year. I wish my memory was good 
enough to enable me to recite them. 

But while I can’t give you the figures at the moment, the surveys 
have shown that the family man with one, two, or three children, is 
ordinarily not the man who is laid off. And when he is laid off, he 
doesn’t stay laid off very long. 

A number of surveys in Michigan disclose that claimants who ex- 
haust their benefits are typically young folks just out of school, with 
short employment experience, and, therefore, a short duration of 
benefits. 

The married men we think have been taken care of pretty well under 
the Michigan law. When a recession comes along and they do become 
unemployed, they get a break in the benefit rate, too. 

Mr. Curtis. I have one final thing. This is really not for an answer 
here, but possibly to keep the record open to put in information. Here 
is a very basic point on which you have given divergent testimony 
oan that of Mr. Carey, Mr. Meany, and others, who are favoring this 

ill. 

You state on page 9: 

As has been demonstrated in Michigan and other States over the years, the 
opportunities for tax savings through the merit rate system have provided an 
effective inducement for stabilization of employment. 

A considerable degree of stabilization has been achieved in many lines of 
employment. 

Mr. Carey has minimized that. In fact I had a difficult time to 
even get him to admit that it had anything to do with this bill, and 
that et was any stabilization resulting from it. It has been my 
impression that your statement is accurate. But yours isa conclusion. 

‘His is a conclusion and so is mine. If you can, provide for the ree- 
ord whatever data there might exist, any studies or just references to 
those studies, so that we could pin this thing down once and for all 
and not have it an issue left up in the air where labor leaders who 
mean well may minimize this employment stabilization factor, which 
I have always thought was one of the great things about the unem- 
ployment insurance program—that it actually did tend to minimize or 
reduce unemployment. 

I am convinced it is true, but mine is a conclusion. Now I would 
ask supporting evidence, or if there is evidence the other way, because 
the record is left open for Mr. Carey and Mr. Meany to establish their 
point, that this has very little bearing on employment stability. 

Mr. Coorsr. Congressman Curtis, if I may have an opportunity to 
submit such supporting data, I would be most happy. I have some 
and I should like to submit it. 

Mr. Curtis. May that be done, Mr. Chairman? 

Mr. Macnrowicz. You may have that privilege of presenting it for 
the record. 
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(The material referred is on p. 940.) 

Mr. Macurowrcz. Mr. Alger. 

Mr. Aver. Mr. Cooper, enjoyed your statement and 
I found it to be one of the most stimulating that we have seen pre- 
sented. I was particularly surprised to learn that the State of Michi- 
gan was able to relate, in developing unemployment compensation, 
this matter of wage-loss replacement, cost of living increase, and the 
characteristic of the unemployed family, in other words, with depend- 
ents. 

We have had a lot of trouble in this committee in trying to estab- 
lish the characteristics of the unemployed. We now have the commit- 
tee counsel asking the Labor Department. I asked Mr. Meany and 
Mr. Meany said that some of the local unions had made this study but 
he has not. ; 

To my knowledge, the Labor Department has not. We on this 
committee are dealing with unemployment compensation and actually 
don’t know who the unemployed are. So when the gentleman from 
Kentucky comes here and says over 50 percent of our people are 
receiving unemployment compensation and are single, we don’t know 
whether they are right or not. 

In fairness to the entire thing we need these figures. So it was that 
the gentleman from Michigan, Mr. Machrowicz, offered to the com- 
mittee for our help the study made by the Michigan University. You, 
in turn, have told us acdipething that was not told us before, that this 


study was a study of 1,123 families, or however many it was. I don’t 
know whether that is representative or not. I don’t think that is 
enough families in a country as large as this. 

Therefore, I would like to ask you, Would it be possible that you 


could direct your attention to this and give this committee, if we leave 
the record open, any additional information either as a critic of this 
study he made by the University of Michigan or any other information 
you can give us which will help us to determine the characteristics of 
the unemployed ? 

Mr. Cooper. I should certainly welcome that opportunity, sir, and 
thank you for it. 

Mr. Avcer. I want this, and I hope that you will let us have it as 
soon as you practicably can, because we are going into executive ses- 
sion very 

On page 15, I am having a little trouble drawing the line between 
diplomacy and calling a spade a spade. For some time I have listened 
on this committee to this debate over whether experience rating is 
or is not eliminated under the terms of the bill. From your statement, 
I must conclude that there is not, as the gentleman from Missouri said, 
flexibility ; that this is an inflexible thing, inasmuch as when the States 
are offered money, of course they are going to take it. It strikes me 
this is not a flexible choice given the States but something they must 
now take, and that is throw out the experience rating and take the 
Federal grants for reinsurance. 

Am I wrong or not ? 

Mr. Cooper. I think this bill provides the strongest inducement I 
have seen yet toward abandonment of merit gen. because it would 
mean that half.of the employers of the State would have a financial 
stake in joining with the position organized labor has always tal-en, 
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let’s do away with merit rating—at least that has been the position in 
Michigan and as I understand in other States as well—so it seems to 
me if you have organized labor in the States and half of the employers 
urging abandonment of merit rating, the chances of surviving don’t 
look good to me. 

Mr. Green. How about the confidence that you have in the State 
Legislature of Michigan, which you express so profusely at times? 
Have you lost that confidence ? 

Mr. Cooper. I have great confidence in the Michigan Legislature, 
but there is a limit to all things. A legislature can hold out against 
great pressure, but when public pressure from constituents on both 
sides of the street, so to speak, both management of labor and manage- 
ment of factories, if they join in urging abandonment of merit rating, 
I apprehend that a number of State legislatures might feel that the 
thing to do. 

Mr. Green. You still agree with the right of people to petition their 
members of legislature and Members of mebainy do you not? 

Mr. Cooper. Yes, sir. 

Mr. Aucer. I will simply conclude by asking again that the record 
be left open in the event that you are able to supply anything further 
other than what you have already done so well on page 15 and else- 
where, relative to experience rating. It strikes me,this bill will elimi- 
nate experience rating very thoroughly through the use of the provi- 
sion where 1.2 is mentioned in each of the 5 successive years and the 
additional Federal income tax credit extended to the employers beyond 
a certain level of tax, providing the level of 2.7 is maintained. If you 
care to, add anything to your statement that you feel you can add that 
is not already in your statement, relative to the destructiveness of the 
merit rating. 

I ask, Mr. Chairman, that the record be left open for such state- 
ment if he can provide it. 

Mr. Macurowicz. Without objection, you will have the privilege 
of presenting any further data on the questions aisha ro by the 
members. 

Mr. Coorrr. I will be glad to do so. I hope it may be of assistance 
to the committee. 

(The data to be supplied follow :) 


BEAUMONT, SMITH & Harris, 
Detroit, Mich., April 22, 1959. 
Leo H. Irwin, Esq., 
Chief Counsel, Committee on Ways and Means, House of Representatives, New 
House Office Building, Washington, D.O,. 

Dear Mr. IRw1n: When I testified before the House Ways and Means Com- 
mittee on April 15 concerning the pending bills to establish Federal standards 
for unemployment insurance, Hon. Bruce Alger and Hon. Thomas B. Curtis re- 
quested that I transmit additional information on certain points; and the record 
was left open for the inclusion of such additional data. It is my pleasure to 
submit it herewith. 

The first question put to me was whether the merit rating provisions of the 
Michigan Employment Security Act have in fact helped to stabilize employment. 

Several specific instances might be cited to show the effectiveness of the 
merit rating provisions, in inducing stabilization of employment. Perhaps the 
most significant, from the viewpoint of the number of workers affected, involves 
the changeover period at the automobile factories, when new models are brought 
out. First, the time of the annual model changeover was moved up to autumn, 
to fill up a seasonal lull in employment. Secondly, the time taken to complete 
the changeover has been reduced. These two steps have gone a long way to 
stabilize employment in the automotive industry. 
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Mention should also be made of the arrangements which have been worked out 
by many employers, in agreements with unions, for the preferential hiring of 
workers laid off from other plants of the same company. These arrangements 
are welcomed by the employees and the unions, and they are attractive to em- 
ployers because (as a result of merit rating) they offer an opportunity to save 
on payroll taxes, 

I might add that as counsel for a number of smaller companies, I have ob- 
served their individual efforts to stabilize employment and thereby achieve a 
lower merit rating tax. 

It is only natural that they would do so, for under merit rating systems like 
that in Michigan, the cost to the employer of unstable employment (equal to 
approximately one-third of the wages of short-term employees) is so great that 
the employer cannot afford not to take all possible steps to stabilize employment. 
If a short-term employee hired for a temporary bulge in production draws all 
his benefits when laid off, the employer may find that he has paid the employee, 
in wages and unemployment benefits combined, as much as time-and-a-quarter 
or time-and-a-half for his straight-time hours worked. 

This is pointed out in detail by Mr. Russell L. Hibbard in what I consider the 
best article ever written on this subject, “Unemployment Compensation: Con- 
trolling Its Costs,” published in 1958 by American Management Association. I 
enclose a copy of the article herewith. 

The second question had to do with the distribution of unemployment com- 
pensation payments among different family classes. I have figures for 1954-56, 
and I understand the pattern for later years has been comparable. 

In the 6-month period July to December 1954, total benefits paid were $2,421,- 
121, of which nearly half, or $1,094,321, went to claimants in family class A (no 
dependents) and $327,157 went to claimants in family class B (one dependent 
other than a child). 

In the calendar year 1955, total benefits were $2,205,158, of which $1,031,995 
went to claimants in family class A and $394,148 went to claimants in family 
class B. 

In the 3-month period, January to March 1956, total benefits were $860,590, 
of which $389,306 went to claimants in family class A and $134,045 to claimants 
in family class B. 

The fact that benefits are paid preponderantly to single workers without de- 
pendents, or to married workers without children, does not signify that these 
classes are discriminated against in layoffs. Layoffs almost without exception 
are on the basis of seniority. The older workers who have acquired families 
have also acquired seniority. They are not so often laid off and are sooner 
recalled. 

The third question concerned the basis and theory of the variable maximum 
schedule adopted in Michigan. This, it seems to me, is best described in the 
language of the statute itself. Under the schedule set forth in section 27 of the 
Michigan act, benefits ascend in accordance not only with the earnings of the 
worker but also in accordance with his family class. The legislature has de- 
clared the maximum weekly benefit rates as prescribed are related to the cost of 
the necessities of life for the various family classes. Further, the statute re- 
cites: “The legislature has concluded that the maximum weekly benefit rates 
established in said subsection by this amendatory act will finance the most 
favorable standard of living consistent with maintaining for unemployed in- 
dividuals generally a proper incentive to seek and accept new work.” 

The Michigan statute incorporates what is technically described as “variable 
maximum” benefit rates. This approach has both practical and theoretical 
advantages. 

The principal practical advantages might be summarized as follows: 

1. A properly planned variable maximum may often be less expensive than a 
flat-rate maximum even though the former goes to a higher benefit level. 

2. The variable maximum minimizes the adverse effect of a benefit increase on 
the incentive to work. 

3. The variable maximum makes possible at a reasonable cost truly adequate 
benefits for deserving claimants. 

4. The variable maximum provides an objective standard for settling the con- 
stant controversy over maximum benefit rates. 

The outstanding theoretical advantages might be summarized as follows: 

1. The variable maximum conforms as well as a flat maximum to the principle 
of a wage-related benefit. 
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2. The variable maximum refines the concept of maximum prospective need in- 
herent in any ceiling on weekly benefits. 

3. The productivity of the worker has no place in the determination of the 
maximum weekly benefit rate. 

4. Recognition of varying needs of family units is contained in the public 
policy declarations of all those State statutes which have included the customary 
recital that “involuntary unemployment * * * falls with crushing force upon 
the unemployed worker and his family.” 

I hope that this information may serve to answer the inquiries of Messrs. Alger 
and Curtis. 


Respectfully, 
FRANK E. Cooper. 


UNEMPLOYMENT COMPENSATION : CONTROLLING ITS Costs 


(By Russell L. Hibbard, director, unemployment and workmen’s compensation, 
General Motors Corp., Detroit, Mich.) 


The cost to employers of supporting State unemployment compensation pro- 
grams must now be recognized as a major one in doing business. Recent ad- 
verse economic developments are revealing clearly the tremendous potential 
costs of existing unemployment benefits, to say nothing of the substantial in- 
creases in the amount and duration of payments that are being advocated in 
some quarters. 

In Michigan, for example, the statewide average employer unemployment 
compensation tax rate increased from 0.91 percent on taxable payroll in 1955 
to 2.02.percent in 1957. It is estimated that the 1958 statewide average will be 
2.5 percent; and the average could well be in excess of 3 percent for 1959. Such 
an average rate for 1959 would be equivalent to about 5 cents per hour for a 
year-round employee, so that Michigan employers would then be required to 
pay more than $150 million into the State unemployment fund. 

This adverse trend is general. As a result, many employers are becoming 
conscious of the need for taking all legal steps necessary to minimize this cost. 
While most employers are sympathetic with the objectives of these laws and 
anxious to see that all legitimate claims are paid, they also recognize that costs 
must be controlled by eliminating wasteful, unnecessary, or improper benefit 
payments. Such interest in proper administration of the State laws is con- 
structive and necessary. Unnecessary or improper payments of benefits are 
injurious to all parties concerned. 


Mechanics for setting tar costs 

The first step toward controlling the cost of unemployment compensation is 
to develop a clear understanding of the mechanics for setting the tax costs of 
unemployment compensation. 

Except in two States where there is token employee contribution, unemploy- 
ment compensation is 100 percent employer financed—as to the cost of both 
unemployment benefits and administration. 

In every State, there is a system of experience rating under which each 
employer’s unemployment compensation tax rate is adjusted to conform to 
some measure of his experience with unemployment. (However, in two juris- 
dictions—Rhode Island and Alaska—experience rating has been suspended 
because of the precarious condition of their unemployment funds.) The meas- 
ure of the unemployment risk used for experience rating varies between States. 
The prevailing practice in 38 jurisdicitions is to evaluate an employer's experi- 
ence—thut is, unemployment risk associated with his business—in terms of 
(1) his payroll exposure and (2) the amount of benefits paid out to his employees 
under the State law. Benefits paid to employees are charged to the separate 
experience rating records of the responsible employers, and their tax rates 
are adjusted accordingly, either on a basis calculated to reimburse the State 
fund for the benefits paid or on a basis calculated to maintain a specified reserve 
in relation .to the payroll exposure. In either case, tax costs tend to equal 
benefit costs, so it may be said that today’s benefit payments will be tomorow’s 
unemployment tax costs. 

Understanding of this causal relationship between benefit payments and tax 
costs is basie in a constructive approach to controlling unemployment compel- 
sation costs. Only if management recognizes that unemployment benefit pay- 
ments are a significant cost of doing business will it approve the effort and 
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expense necessary to control that cost. Perhaps the most vivid way to express 
this concept is to say that unemployment benefits are a completely unproduc- 
tive payroll for employees who are not working. This concept of unemployment 
benefits as a “not working” payroll cost should be kept in mind when considering 
the opportunities and techniques that are available to management for reducing 
these costs. 

There are three main ways available to employers to control the amount of 
their not working payrolls under unemployment compensation laws: good legis- 
Jation, good administration, and stabilization of employment. 


LEGISLATION 


In the area of legislation, it is of vital importance for all employers to take an 
active interest, directly or through their business organizations, in unemploy- 
ment compensation legislation. The importance of this interest is emphasized 
by the fact that unemployment compensation is one of the very few legislative 
fields where a legislature can make appropriations (that is, increase benefits) 
without having to enact an increase in taxes. The response of tax rates to 
increased benefit costs is so automatic under experience rating that legislative 
action to inerease revenues is not necessary unless the solvency of the State 
unemployment fund is threatened. 


Cost control factors 


Factors of major importance in keeping costs within bounds under State laws 
are: 

1. A system of experience rating based on benefit payments.—Unless the 
employer's rate is basd on benefits paid to his employees, he may not be as con- 
scious as he should of the opportunities to control costs. 

2. An adequate range of tax rates, so that only a few employers will be frozen 
at the.minimum or maximum rates.—Iif benefit payments do not affect the 
empleyer’s tax rate, he has no financial interest in conserving the State fund. 
On the contrary, he may be tempted to throw unnecessary burdens on the fund 
to his own advantage. 

3. Full and current accounting to the employer for benejit payments affecting 
his taw rate.—Weekly lists of benefit payments—or copies of actual benefit 
checks—serve a dual purpose. They bring home forcibly and repeatedly the cost 
of the not-working payroll to the employer, and they enable him to detect and 
protest improper payments promptly after they are made. 

In addition to being aware of legislation which directly affects his incentive 
and opportunity to take constructive cost control action, each employer should 
also coneern himself with the benefit formula and eligibility requirements of the 
State law, since these provisions affect such important cost factors as the in- 
centive to work and the ability of the State administrator to distinguish between 
deserving and undeserving benefit claimants. This does net mean that employ- 
ers’ interests in legislation need be reactionary. Close analysis of State law 
provisions will usually disclose opportunities for savings which are in the best 
interest of all concerned—deserving employees and the public as well as the 
tax-paying employers. 

To repeat: All employers should show interest in the legislative aspects of 
unemployment compensation. There is much to be accomplished in this area 
in thesway of savings which will not take a cent of benefits away from deserving 
claimants. 


ADMINISTRATION 


The second major activity which can contribute substantially to control of 
wiemployment compensation costs is in the area of administration—and here 
we mean administration by the employer rather than by the State employment 
security agency. Effective employer administration of unemployment compen- 
sation involves a considerable variety of activities and can be surprisingly pro- 
ductive in eutting costs. It should be made the responsibility of a capable per- 
son who possesses knowledge of the State law, good judgment, a familiarity with 
the employer’s policies and operations, and sufficient time to investigate cases and 


attend hearings. 
Reporting separation information 


The first phase of unemployment compensation administration from the em- 
ployer’s standpoint is submission to the State administrative agency of informa- 
tion bearing on a claimant’s eligibility for benefits under State law requirements. 
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Here it is desirable to examine the channels for communicating the reasons for 
an employee’s separation from employment. Does the supervisor, if he is the 
source of information, always give the reason accurately and explicitly ; or does 
he perhaps gloss over the situation on the record? Are the records which are 
consulted for purposes of filing separation information with the State as com- 
plete as they should be? Are they sufficiently accessible that any pertinent 
information can be located and filed within the statutory time limit? An em- 
ployer who enjoys a reputation with his local unemployment compensaton office 
for prompt and accurate reporting of pertinent separation information is well 
me the way toward protecting himself against unwarranted unemployment bene 
t costs. 

There is only one safe policy to follow in supplying information needed by the 
State to dispose of claims for benefits: that is to give all pertinent information 
in every case, whether or not the employer may feel the equities are with the 
claimant. The responsibility of deciding claims belongs to the State, and the 
employer should not attempt to take over that responsibility by withholding 
pertinent information because he does not want to oppose the claim. To do 
otherwise may lead to charges of favoritism by employees, and to a loss of confi- 
dence on the part of local officials of the State agency. 


Attending hearings in disputed cases 

The second phase of unemployment compensation administration from the 
employer’s standpoint is willingness to attend unemployment compensation hear- 
ings in disputed cases. Employers have not only the right but the obligation 
to request a redetermination or a hearing when they believe the facts have been 
misunderstood or the law misinterpreted. This does not imply that an employer 
should protest or appeal a case just because he feels the employee ought not to 
receive benefits. The employee’s rights are determined by the statute; protests 
and appeals are warranted only when payment of benefits is contrary to the 
facts and the law. 

It is also important for the employer to be represented at the hearing when 
the claimant appeals from a denial of his claim. The local office people. who 
make the initial determinations of claims will soon become weary in well-doing 
if they get no support when their determinations are appealed. This is par 
ticularly true when the employer was the source of the information on which the 
initial determination was based. Information submitted orally or in writing 
to a local office is of little or no probative value at a hearing. The employer 
must attend or be represented at the hearing and be prepared to testify to the 
facts if he wants to support his local office’s efforts to do a good job. 

It takes time to prepare testimony for an unemployment compensation hear- 
ing and more time to attend the hearing, but it is time profitably spent. Doing 
so not only promotes and encourages good administration by the State, but also 
may forestall establishment of a public recerd of untruthful assertions about 
working conditions and policies in the employer’s place of business. The value 
of attendance at hearings cannot be determined solely in terms of the amount 
at stake in the particular ease at issue. There is an important carryover in 
terms of relations with the local unemployment compensation office and also in 
terms of the possible efforts of other claimants to abuse the law at the employer's 
expense. 


Reviewing and auditing data received 

The final major phase of the employer’s administration of unemployment con- 
pensation concerns the review and audit of information furnished to him by the 
State in support of benefit charges to his experience record. How thorough 
this audit can be depends on the frequency and detail of the accounting fur- 
nished to the employer by the State. The following discussion is based on two 
assumptions: (1) that the State furnishes, at the start of the claim, a notice of 
the amount of the employee’s maximum potential benefits; and (2) that the 
statement of benefit charges includes the name of the claimant, his social security 
number, the week or weeks for which the claimant was paid benefits, and the 
amount of the benefit paid for each specified week. 

When such a statement of benefit charges is received, the following points can 
and should be confirmed by audit: : 

1. That each individual listed was an employee of the company during the base 
period from which benefits are calculated. It is not uncommon to find benefit 
charges belonging to another employer appearing on the statement. 
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2, That each individual earned no wages from the company during the weeks 
for which he received benefits ; or, if he did, that the benefit was reduced accord- 
ingly. Some employees may forget to stop claiming benefits when they return to 
work after a layoff, or they may think they do not have to report wages earned 
put not yet paid. 

3. That the claimant’s unemployment was not due to his failure to report for 
work when called to report within the week. Sometimes claimants do not tell 
their local office that they did not respond to a recall to work. 

4. That the claimant was not also claiming or receiving a sickness and accident 
benefit under a company plan or a workmen’s compensation benefit. Unemploy- 
ment benefits are payable only to claimants who are able to work. 

5. That the claimant was not disqualified for the week in question by a previous 
determination of the State unemployment compensation agency. Sometimes, by 
mistake, benefits are paid despite an unsatisfied legal period of disqualification. 

6. That the benefit paid is consistent with the benefit rate determined by the 
State for the claimant at the start of this benefit year. Errors may be made in 
using the wrong rate or in calculating the reduction in the benefit to take account 
of earnings during the week. 

7. That the total amount of the benefit charges with respect to each employee 
does not exceed the statutory limit of the employer’s liability. For example, 
in Michigan an employer may not be charged for a total amount of benefits 
in excess of the employee’s benefit rate multiplied by two-thirds of the em- 
ployee’s number of weeks of work for the employer within the 52-week base 
period, In Indiana, an employer may not be charged with an amount of benefits 
in excess of one-fourth of the employee’s wages from him within the four-quarter 
base period. 

8. That the State has given proper effect to any statutory provisions for 
“noncharging” the benefits paid in some cases. In some States, the benefits 
paid to employees who quit or are discharged for misconduct are not charged 
to the employer’s experience record if the information has been submitted by 
the employer within the established time limit. In these States, the employer’s 
audit should assure that these noncharging provisions have been carried out. 

As an aid in auditing statements of benefit charges, some employers maintain 
a ledger record for each claimant which shows pertinent information as to his 
original entitlement—that is, his benefit rate, maximum benefits, and benefit- 
year-ending date. Benefit payments are posted to this record as they are 
reported to the employer by the State; and any information which might affect 
the validity of future payments, such as a recall to work, filing of an applica- 
tion for sickness and accident benefits, or a disqualification notice from the 
State, would also be entered on this record. Records such as these are a con- 
venience in auditing benefit charge statements. They are also a good source 
for rehiring desirable employees who may have lost their seniority but are still 
drawing unemployment benefits at the employer’s expense. It is certainly good 
business to rehire an employee who is already being paid for not working in 
preference to a new hire. 


UNEMPLOYMENT COMPENSATION 


EMPLOYMENT STABILIZATION 


The hiring practice just mentioned is one aspect of controlling unemployment 
compensation costs by regularizing employment. Unfortunately, not every 
method of accomplishing this important objective is as simple and inexpensive 
as giving preference in hiring to the desirable employees who are presently 
drawing benefits at company expense. For most employers, although worth- 
while savings can be achieved through the activities mentioned earlier, the lion’s 
share of their benefit payments—and therefore of their tax costs—results from 
perfectly legitimate claims for benefits by individuals who have been laid off 
through no fault of their own. These costs can be reduced only by avoiding 
layoffs, or by shortening those that cannot be avoided. 

It costs money to stabilize employment. If an employer orders more overtime 
instead of adding new employees he has greater costs for overtime premiums 
pay. If he manufacturers parts and subassemblies for stock ahead of peak 
requirements, he has greater costs for storage and for interest on the capital 
tied up in inventory. In considering such a move, therefore, management must 
weigh the costs of unstable employment against those of stabilizing it, and 
decide how much and what method of stabilization would be profitable. 

These decisions are the responsibility of management at the policy level, and 
there are many considerations involved—some of them easily expressed in dol- 
lars, others more difficult to evaluate. ; 
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Unstable employment costs 


Perhaps it may be useful to review some of the costs of not stabilizing employ- 
ment which are more difficult to determine and not so readily recognized as those 
involved in its stabilization. 

Eztra payroll taves. Federal and (with only four exceptions) state unem- 
.ployment taxes are based on an employee’s first $3,000 of wages received in a 
calendar year. FICA taxes are applicable to the first $4,200 of wages received. 

If an extra employee is hired, all his wages may be taxable. If, instead, the 
job is done during a slack period or on overtime by a year-round employee, the 
chances are that there will be no increase in the taxable payroll because his extra 
wages will be in excess of the taxable limit. This can be a sizable sum under 
the tax rates that now apply. 

Extra unemployment benefit charges. Under the State unemployment compen- 
sation laws, the amount of benefits available to a laid-off employee is related to 
the length of time he worked or the amount of wages he earned in a 1-year 
period prior to his layoff. The amount of benefits chargeable to the employer's 
experience record for rating purposes under the law is usually determined in 
accordance with the same ratio. 

Under the Michigan Employment Security Act, new employees build up 
benefit rights equal to approximately one-third of their wages. In Indiana they 
may be 25 percent; in New York the ratio is 50 percent or more. If a short- 
term employee hired for a temporary bulge in production draws all his benefits 
when laid off, you may find that you have paid him, in wages and unemployment 
benefits combined, time and a quarter or time and a half for his straight-time 
hours worked. 

The fact that the maximum unemployment compensation rate is 2.7 percent 
or 4 percent will not protect you against these high percentage costs. The un- 
ployment tax applies to the wages of all employees, so that a 2.7 percent tax 
rate on the company’s entire taxable payroll will pay for benefits equal to from 
25 to 50 percent of wages for a number of short-term employees. 

Eetra costs of recruiting and hiring short-term employees—It costs money 
to advertise for employees; to complete, review, and file their applications for 
employment; to call them for work; to give them medical examinations; to 
check their references and work history; and to establish the records and 
files needed upon employment. This cost varies for different industries and loca- 
tions, but it is a cost which should be taken into account in deciding whether 
to add people for short terms. 

Extra cost of having short-term employees on the payroll—New employees 
have to be trained. They are seldom efficient in their early weeks of employ- 
ment and take a disproportionate amount of their supervisors’ time. They 
are likely to cause more scrap, to damage tools, to jam machines; and they 
may also increase workmen’s compensation costs, since they are more likely 
to have accidents at work than experienced men, or because they may have 
brought undisclosed preexisting conditions to the job with them. Depending 
on provisions of policy or collective-bargaining agreements, new employees may 
involve extra costs for benefit plan coverage which would not be incurred if the 
work could be done by regular employees ; or they may become eligible for holiday 
or vacation pay. 

Even with the most advanced and thorough employment practices, newly hired 
employees are likely to prove unsatisfactory for a number of reasons. Because 
of this fact and because the quit rate is always highest among new employees, 
the employer is likely to be put to the added expense of hiring replacements for 
short-term jobs. 

Extra cost of laying off short-term employees.—The process of laying off short- 
term employees, particularly if they are able to acquire seniority, may entail 
added paperwork expense and excessive transfer of employees from one group 
to another. 

Employee morale.—The factor of employee morale is one of the more intangible 
factors in employment stabilization, but it is generally agreed that the employee 
hired for short-term work is not likely to take too much interest in his job. 
Further, the regular employees are likely to become concerned about their 
security in employment when it becomes necessary to release the short-term 
people. 

Community relations.—Every company’s management is concerned about main- 
taining a good reputation as an employer. It wants the wage earners in the 
area to think of the establishment as a good place to work, and it wants the 
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general public to regard it as an unqualified asset to the community. Too much 
hiring and laying off is a detriment to favorable community relations. 

Some types of unemployment are more susceptible to management control than 
others. Seasonal bulges and depressions in production schedules are more pre- 
dictable—and therefore easier to deal with—than cyclical fluctuations. But 
regardless of the nature and difficulty of the problem, it pays to assess the 
costs of instability which have been suggested and then exercise all possible 
ingenuity to work out financially practical methods of reducing these costs. 

More and more of our national income is being consumed by such income 
maintenance payments as unemployment compensation. ‘This increases the price 
of the-products we buy and holds back our standard of living. The challenge 
to employers in all this whether they will find ways, such as those outlined 
in this presentation, to keep the cost of income security for employees within 
a range which is compatible with the continued dynamic growth of the economy 
and the continued improvement of the American standard of living. 


Mr. Macurowicz. Thank you very much, Mr. Cooper. Personally 
and on behalf of the committee, we greatly appreciate your testimony. 

Mr. Coorer. Thank you. 

Mr. Macurowicz. The next witness is Mr. Edward D. Hollander. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Macnrowicz. 1 want to say that we are sorry you had to wait 
so long today. 

Mr. Hotianper. Mr. Chairman, I have found the testimony most 
instructive. Apologies by me are in order, especially since I was late 
in submitting my request to be heard. I am grateful to be heard at all. 

I am Edward D. Hollander. I am national director for Americans 
for Democratic Action. I am here to present ADA’s position. 

Let me say that ADA for all of its 12 years, just about, has been in 
favor of Federal legislation to modernize the unemployment compen- 
sation system and, specifically, our annual convention in 1956 reiterated 
our support for Federal standards to increase the amounts and dura- 
tion of benefits, to prevent unduly restrictive tests of eligibility, to pro- 
vide Federal reinsurance of State funds, and to eliminate experience 
rating altogether. That is a summary of the organization’s official 
position. We support H.R. 3547 and the other identical bills, for rea- 


sons which I have tried to document in my es statement. 


With your position, Mr. Chairman, I would like to have the complete 


statement included in the record. 

Mr. Macurowicz. Without objection the entire statement will be 
permitted. 

(Ma. Hollander’s prepared statement follows :) 


TESTIMONY OF Epwarp D. NATIONAL DrREcToR, AMERICANS FOR 
DEMOCRATIC ACTION 


Mr. Chairman and members of the committee, my name is Edward D. Hollander. 
I am national director of Americans for Democratic Action. I appreciate very 
much the opportunity to present ADA’s views on the pending amendments to the 
unemployment compensation laws. 

ADA has long been on record in favor of Federal legislation to modernize our 
unemployment compensation system. Our ninth annual convention in 1956 
reiterated our support for Federal standards to increase the amount and dura- 
tion of benefits, to prevent unduly restrictive tests of eligibility, to provide Federal 
reinsurance of State funds, and to eliminate experience rating altogether. 

No matter what test is used, our unemployment compensation system falls short 
of meeting adequately the purposes for which it was designed. 
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If we think in terms of the size of benefits, which were intended to compensate 
for approximately half of wages lost through unemployment, we find that they 
average one-third or less of weekly wages. 

If we think in terms of duration of benefits, in relation to duration of unenm- 
ployment, we find that even in a relatively short and moderate recession, such as 
that of 1958, more than one-third of claimants exhaust their benefit rights before 
they find work. In 1958, nearly 3 million people were thus cut off. 

If we think of coverage, we find that millions of workers are excluded from 
coverage altogether, and millions more are ruled ineligible or disqualified by 
State laws. Of the 13 million individuals touched by unemployment at one time 
or another in 1958, 4 million could draw no benefits. 

If we think in terms of bolstering the economy in time of recession, we find 
chat during 1958 less than one-fourth of the total wages loss was compensated, 
because of stunted benefits and truncated duration. Higher benefit standards 
would have added $1 to $2 billion of direct spendable income. 

Those who, like myself, worked on the unemployment compensation program 
in the early years,remember the high hopes we had that in time, after the initial 
period of trial and experimentation, unemployment compensation would flower 
into a system of universal coverage that would compensate for the major part of 
the risks of unemployment, that would provide basic and primary protection for 
the unemployed worker and his family and a strong prop for the economy to offset 
the declines in purchasing power and demand. This was the declared intention, 
and is still the declared purpose of the program. 

It is pertinent to ask, then, what has happened that in 20 years it has not 
develoed to realize these hopes, and that in many ways the system is less ade- 
quate now than it was then. 

The answer is that in 20 years the questions of financing have come to over- 
shadow the human and economic issues of individual protection and economic 
stabilization ; that unemployment compensation has come to be looked upon as a 
matter of taxes and employers’ costs rather than as a basic form of social in- 
surance. 

We have seen State laws hedged about with stringent tests of eligibility that have 
made the benefit procedure more like an obstacle course than an administrative 
process. 

We have seen experience rating offering employers incentives to develop the 
fine arts of restricting and denying benefits. 

We have seen the development of an interstate competition, not, as we originally 
hoped, in experiments to improve the efficiency of protection, but in restrictions 
of benefits for the sake of low taxes, such that States which maintain high 
standards find themselves at a competitive disadvantage with those which hold 
down standards as a lure to industry. 

And we have seen the growth of a vested business interest in low benefits and 
low taxes, so powerful and so brazen that it has.reached its influence not only into 
the State legislatures but, in the past few weeks, scandalously into the White 
House, itself. 

When we review the history and the present status of the program, I do not 
see how it is possible to resist the conclusion that Federal standards are indis- 
pensable to raise the standards at least to uniform minimum levels, and to end 
the interstate competition in curtailing the benefits of the system. 

Federal standards are not new to this program. They have been part of it 
from the beginning. Originally, they were kept to a minimum to encourage 
flexibility and experimentation in what was then an untried program. Even in 
1935, many experts favored more comprehensive standards, or a Federal system 
analagous to the old-age insurance program. The case is much stronger now. 
Three postwar recessions have demonstrated conclusively that only by Federal 
action can the system be modernized and made to serve adequately its important 
purposes. 

With respect to coverage, the problem is comparatively simple. The original 
coverage was restricted for administrative reasons to workers in establishments 
employing eight or more. It has already been extended to those employing four 
or more; and the experience of old-age insurance and of unemployment compen- 
sation in a few States has demonstrated the feasibility of making coverage 
universal. There is no legal, moral, or economic reason to discriminate against 
some workers because of the accident that they happen to work for small 
employers. 
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In no respect have the shortcomings of the system become more evident than 
in the matter of weekly benefits. Originally designed to compensate for half of 
wages lost through unemployment, benefits have shrunk in relation to wages. 
Benefit formulas, based on quarterly or annual earnings, adopted for admin- 
istrative convenience, have diluted the relationship between wages and benefits. 
But the most powerful restriction on benefits, and the one which has worked 
the greatest injustices, has been the cutoff effect of the maximum limit, or ceil- 
ing, on individual benefits. Because the maximums provided in State laws have 
not been raised apace with wages, the maximum benefit is less than half of the 
average wage, thereby making it impossible for the average unemployed worker 
to draw benefits equal to half his wage. Conceived to make the program serve 
the purposes of the majority of wage and salary workers and to protect the re- 
serve fund from excessive payments to highest paid employees, the ceiling on 
weekly benefits now operates to curtail the payments to more than half of eligi- 
ble Claimants. In the first 9 months of 1958, 53 percent of claimants bumped 
against this ceiling. As a consequence, benefits average, instead of one-half, 
about one-third of wages. 

Official estimates published by the Department of Labor show what the maxi- 
mum benefits would be, State by State, if they were high enough to cut off only 
the highest tenth (instead of the top half) of insured workers, which would be 
a standard compatible with the purpose and intent of maximum limits. These 
studies show that State maximums would have to be raised in most cases from 
50 to 100 percent, as of 1957. For most States this could be approximated by 
requiring, as H.R. 3547 would, that the maximum benefit cut off could not be less 
than two-thirds of the statewide average weekly wages in covered employment. 
No single requirement would do as much to make weekly benefits more nearly 
adequate to the standard they were designed to meet. 

The need for raising benefit standards is further documented by studies of the 
experience of beneficiaries under existing benefit schedules. Studies in six cities, 
North, South, East and West, over the past 5 years, reveal that benefits actually 
paid cover only 60 to 80 percent of the actual cash outlays of families for the 
indispensable, nondeferrable expenses of food, shelter, utilities, and medical care. 
In this rich country there is no reason why we must put up with inhumanities 
of this sort. Unemployment is tragedy enough for those whom it strikes through 
no fault of their own. The least we can do is provide an unemployment com- 
pensation system that will mitigate the hardships on the unemployed workers 
and their families. 

The other serious shortcoming of the system lies in the limitations on the 
duration of benefits—in so many cases far less than the duration of the unem- 
ployment they are intended to cover. Here again the evidence is ample. The 
average claimant has rights to about 23 weeks of benefits, but the average varies 
among the States from 14 to 30 weeks. In fact these entitlements are insuffi- 
cient to cover the unemployment of such a recession as that of 1958: at the end 
of 1958 almost half of the unemployed had been out of work for 26 weeks or 
more, and during 1958 about 3 million exhausted their benefit rights under 
State laws. In the year ending last October, 29 percent of claimants exhausted 
their benefits ; in 88 States, 25 percent or more of claimants exhausted their bene- 
fits; in 21 States, one-third or more; in 7 States, 40 percent or more. And the 
figure continued to rise as the recession dragged on. 

As the result, in 1958 we were reduced to the absurd situation in which Federal 
legislation was necessary to provide supplementary benefits to the tune of nearly 
half a billion dollars, because the $7 billion resting comfortably in State unem- 
mevmest reserve funds could not be tapped under niggardly standards of State 
aws. 

The seriousness of the limits on duration, even in the absence of recession, is 
dramatically shown by studies of workers who exhausted their benefits in 17 
States in 1954-56. These show that in most of the States, half or more of those 
who exhausted their benefits were still unemployed 2 months later, and more 
than one-third 4 months later. Of course, the unemployment compensation 
system cannot undertake to cover fully the risks of chronic unemployment; but 
the fact that these workers were covered by the system is evidence of their 
recent attachment to the labor market and of the right of most of them to 
compensation. The tragedy of their plight is underscored by the fact that those 
who exhaust their benefits are, in general, the lower skilled, lower paid workers 
on whom the losses from unemployment, even when they are receiving benefits, 
fall most heavily and who have the least means to bear them. 
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For these reasons we strongly endorse the provision of H.R. 3547 which would 
establish uniform duration of 39 weeks of benefits to unemployed workers other. 
wise eligible. There is no reason why workers should be penalized in the degree 
of protection by virtue of the accident of the State of their employment. 

Unemployment has its origins in the national economy. No State is an island 
unto itself. The unemployment of coal miners in Pennsylvania, of auto workers 
in Michigan on steel workers in Illinois, of textile workers in Rhode Island 
or metal miners in Montana or lumber workers in Oregon, arises from the ebb 
and swell of demand and competition throughout the United States. We owe 
it to those who are the immediate victims of the trends and cycles in our dynamic 
economy to assure that they have at least minimum protection against the risks 
of loss of work on which they and their families depend for a livelihood. And 
since the impact at any time is not equal on all States, commonsense dictates 
that we find a means to share the risks among States as we do among the workers 
within each State, rather than force the States with higher unemployment risks 
to trim their benefits or penalize their employers in comparison to States more 
fortunately situated. Least of all do we wish to encourage the destructive 
tendency of States to compete for the advantage of their employers in low 
unemployment tax rates at the expense of the workers covered by the system. 

For these reasons we support the reinsurance plan which will make it practi- 
cable to set a floor under benefits and a ceiling on tax rates in all States, without 
jeopardizing the solvency of the funds of any States and of the system. We 
would favor raising the Federal portion of the tax if necessary to finance the 
reinsurance fund and to support higher minimum standards in all States. 

With all of its constructive provisions, H.R. 3547 fails to deal adequately 
with one aspect of unemployment compensation that has proved more destruc- 
tive than any other; namely, the so-called experience rating provision which 
relates the individual employer’s tax rate to the benefits paid to his workers 
when they become unemployed. Founded on the mistaken assumption that 
unemployment is within the control of the individual employer, and that with 
suitable incentives he, himself, can act to prevent it, experience rating in prac- 
tice has given employers, individually and collectively, an incentive to deny or 
curtail benefits for the sake of lower taxes. We are not opposed to lower ‘axes 
as such, and we believe that the taxes should be kept as low as is compatible 
with adequate benefits and adequate reserves. They have already sunk to 
one-third of the rate originally contemplated. We believe that taxes should 
be high enough to support adequate benefits; that they should be uniform 
throughout each State (as H.R. 3547 permits, but does not require); and as 
nearly as possible, uniform from State to State, in recognition of the national 
character of the problem of unemployment even when its incidence is localized. 
In a nation that is an economic whole, it makes no sense that some employers 
pay taxes of more than 3 percent of payroll while others enjoy a windfall rate 
of zero percent. We therefore propose that after a reasonable period of notice— 
say, 5 years—the Congress require that each State tax all employers within it 
at a single rate, and that variation from State to State be permitted only within 
rather narrow limits—say, between 1.5 and 2.5 percent. 

There will be those who will charge, as they do whenever the questien of 
Federal standards is raised, that this would violate the Federal-State character 
of the system and deny the freedom of the States to adapt their system to local 
conditions. There will be those who say that this is simply a foot in the door 
leading to a Federal system. But these charges evade the issues we are dealing 
with. 

Of course, there have been those who believed from the beginning that a 
Federal system would have been preferable, and indeed there are many points 
to support this view. But it is a fact of history that the reasons which led to 
the choice of a Federal-State system were reasons of practicability; and if the 
Federal-State form is to survive, it will have to adapt itself to practical reali- 
ties—above all, those of providing reasonably adequate protection against the 
risks of unemployment. The States have no vested constitutional or legal rights 
which immunize them from the requirement to provide such protection, or which 
grant to any State or its employers a preferred position at the expense either 
of the workers for whose benefit the system is designed, or of other States and 
their employers. The States have had 20 years to prove the merits of this system, 
and time is running out on them. 

We realize, Mr. Chairman, that there are powerful forces with which we—and 
you—are contending. The vested interest in lower benefits for the sake of lower 
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taxes has spawned a powerful lobby which has infested the State unemployment 
compensation agencies, the legislatures, the Congress and the White House. Even 
those of us who have watched this lobby operate for many years were amazed 
and shocked at the scandalous way it reached deep into the administration to 
influence the decision to oppose Federal standards for benefits under State laws. 
it is an open secret that the Secretary of Labor, at least, leaned toward recom- 
mending to Congress that it broaden the Federal standards to require more liberal 
penefits. It is an open secret that he was overruled within the administration 
through the influence of the President’s counsel working hand in glove with old 
associates who are representatives of the big business lobby which has opposed 
Federal action to improve the system, just as it has opposed action by the States. 
There is no reason to believe that the President knew this when he made his 
decision, but it is greatly to be regretted that he was prevailed upon to oppose 
Federal legislation to raise standards and that he chose instead to base the ad- 
ministration’s policy on the well worn exhortations to States rights and States 
responsibilities. Appeals to the States through two administrations have not 
produced the necessary results, as we learned during the recent recession. Only 
the Congress can take the action which will modernize the unemployment com- 
pensation system and bring it nearer adequacy. 


Mr. Hotuanper. If time permits, I would like to discuss some of 
these issues with you and the other members of the committee. I 
have spent many years in this work myself, having been an economist 
in the U.S. Department of Labor and the Social Security Board. 
You have heard a great deal of testimony on this subject and I 
will not try to repeat it here. I would like to say to Mr. Alger 
and to Mr. Curtis, with respect to the facts on the composition 
of the unemployment population, that to my knowledge there have 
been a series of studies of this. I remember doing one of the early 
ones myself in 1937. They have been going on continuously since 
then. 

You will find, I am sure, a great deal of information from the 
Department of Labor and from the Census Bureau on this ques- 
tion of who the unemployed are, their characteristics by age, sex, 
marital status, occupation, income and other characteristics. I don’t 
think it need be very difficult for you to come by that information. 

Mr. Curtis. May I say that it has been quite difficult. Do you 
know whether those figures include wage scales, too, the wages of 
the individuals? 

Mr. Hoxuanper. Some of the information classifies unemployed 
by income class, usually the family income rather than the indi- 
vidual’s earnin But I believe that the Stats have, for many 
years, made studies of claimants and beneficiaries under unemploy- 
ment compensation which should provide you with some of the 
characteristics of the people who actually draw the benefits. 

Mr. Acer. This is the information given us, Mr. Hollander. I 
want you to see it. 

I have been all the way through this. There is nothing there about 
characteristics. 

' Mr. ‘iawn Is there anything from the Bureau of the 
‘ensus 

Mr. Acer. This is all the Department of Labor. 

Mr. Hotuanper. Well, if I may, I will try to undertake to unearth 
some of this information myself and see if I can get it to the 
gentleman. 
ae” Acer. Mr. Chairman, I ask that the record be left open for 
that. 
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Mr. Macurowicz. Without objection, you may have the privilege 
of presenting any further facts or data on that point. 

Mr. Hoizanver. I might say that these facts would be for the 
information of the committee. They would not necessarily bear 
on the subject matter of my testimony, or perhaps not even sup- 
portit. But inany case I will try to find it. 

In the few minutes that I have, Mr. Chairman, I would like to 
emphasize several points. One is this question of Federal standards, 
Of course, the bill has Federal standards in it already. In fact, the 
unemployment compensation bill in its original form in 1935 was itself 
a Federal standard, a standard to which the States were required to 
conform in order that their employers might avail themselves of the 
tax offset. The act as it is now in effect contains many standards, 
and we think that, in a word, the question of Federal standards is not 
so much a matter of principle as it is a matter of practicability, since 
the Federal-State form of this program was in the first instance deter- 
mined on the grounds of practicability. 

If I may say so parenthetically, Mr. Chairman, for those who have 
not read it, there is in Arthur Schlesinger’s book on the Roosevelt 
administration a whole chapter devoted to the origins of the Social 
Security Act, which gives in a few pages very graphically the back- 
ground of some of these questions, and which I think might shed 
ight on some of the issues that I have been discussing before you. 
I would like to summarize very briefly our reasons for the position 
we take. We think that in no respect have the shortcomings of the 
system become more evident than in the matter of the average weekly 
benefit. This, of course, is because of the way the maximum benefits 
under State laws press down and cut off the actual benefits for which 
workers may qualify. . 

I would like to refer to the fact that in the first 9 months of last 
ear, during the recession, 53 percent of the claimants were cut off 
y the maximum on weekly benefit amounts in State laws. I remember 

well, since I was one of the people who worked in a very junior 
capacity in the early days of this—I remember well the reason for 
having maximum weekly benefits was to cut off a small group at the 
top so that you would not have high-paid executives drawing half 
of their salary in benetfis. Certainly it was never contemplated that 
the maximum would operate to cut off half of all otherwise eligible 
claimants. 

Let me call your attention to figures which calculate what the 
maximum benefits would be State by State if high enough to cut off 
only highest 10 percent instead of the top half of workers. These 
show that the State maximums would have to be raised in most 
cases from 5 to 100 percent, as of the levels prevailing in 1957. 

IT have made the comparison and have found that for most States 
this could be approximated by these bills which provide that the 
maximum could not be less than two-thirds of the statewide average 
Wages In current employment. 

Mr. Chairman, a great deal has been said about experience rating. 
At Jeast I can provide one clear position on this issue. We are opposed 
to experience rating on principle and feel that H.R. 3547 is deficient 
in that it would still permit experience rating to operate under State 
laws. We think experience rating has been one of the most destruc- 
tive influences in the entire system. : 
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We believe that experience rating in fact is founded on the 
misconception that the individual employer can control the rate 
of unemployment among his employees. While it is only inferential 
evidence, Mr. Chairman, one is led to wonder how it happens that 
nine-tenths of the employers in Colorado, for example, are so skillful 
at managing employment stabilization that they have a tax rate of 
zero, Whereas in Michigan, for example, the tax rates are very much 
higher because the rate of unemployment is very much higher. I 
think we would be hard pressed to believe that this was the skill of the 
Colorado employers in managing the affairs of the employment and 
unemployment of their workers. It seems to me clearly that it reflects 
the difference in the economic conditions in the two States, and that 
these, in turn, are reflections of the basic industries which operate there, 
and of the total economic situation in the country. It seems to us, 
therefore, that the taxes should be high enough to support adequate 
benefits, that they should be uniform throughout each State, as H.R. 
3547 permits but does not require, and as nearly as possible uniform 
from State to State in recognition of the national character of the 
problem of unemployment. 

We therefore propose to you that after a reasonable period of 
notice, say 5 years, the Congress require that each State tax all em- 
ployers within it at a single rate, and that variations from State to 
State be permitted only within rather narrow limits, say between 
114 and2¥% percent. I would just like to make one concluding observa- 
tion, Mr. Chairman, and that is on the question of States rights. It 
is a fact of history that the reasons which led to the choice of a 
Federal-State system of unemployment compensation were reasons 
of practicability. If the Federal-State form is to survive, it will 
have to adopt itself to practical realities, above all with laws providing 
reasonably adequate protection against the risks of unemployment. 

We cannot see that the States have any vested constitutional or legal 
rights which immunize them from the requirement that they provide 
such protection, or which grant to any State or its employers a pre- 
ferred position at the expense either of the worker for whose benefits 
the system is designed, or of other States and their employers. The 
States have had 20 years to prove the merits of this system and time 
is running out on them. The experimentation which was originally 
contemplated under the State system has had its chance to work out 
the preferred and most practical forms of unemployment insurance, 
and we believe now that it is necessary for the Congress to set the 
standards to which the States should be required to conform in order 
that the workers covered by the unemployment compensation system 
shall have the protections which the law was designed to give them. 

Thank you. 

Mr, Macurowicz. Thank you very much for presenting the views of 
the Americans for Democratic Action. 

Mr. Curtis, 

Mr. Curtis. Mr. Hollander, it certainly is refreshing to have some- 
one lay it on the line instead of beating around the bush. When you 
said that your organization was opposed to the experience rating, that 
I can appreciate. Mr. Reuther is a member of your organization ¢ 

Mr. Hotianper. Yes, an officer. 


Mr. Curtis. I think that is his position, too. 
39678—59——_ 62 
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Are Mr. Carey and Mr. Meany both members? 

Mr. Hotuanper. Mr. Carey is; Mr. Meany is not. 

Mr. Curtis. I had a difficult time getting Mr. Carey to agree that 

he thought experience rating was not good, and that they were op. 
posed to it. 

As you probably heard, I interrogated one of the other witnesses 
who stated that the experience rating had proved to be successful in 
producing stabilization of employment. Other witnesses have come 
forward with concrete examples. One was the vice president of the 
Pacific Telephone Co., where he pointed that out. In your statement, 
you point out that a lot of it is the result of differences in employ- 
ment. Of course it is, and that is the very theory of recognizing that 
in certain fields of endeavor there will be a higher incidence of unem- 
ployment than in others. It is an attempt, at any rate, to pass that 
on to the consumers of those particular products. That is not outside 
the contemplation of those who have acu the experience ratio. 

I think the same could be said for areas, but you don’t think that 
is a good economic operation ? 

Mr. Ho.vanper. Mr. Curtis, I remember rather clearly the cir- 
cumstances that led to the adoption of the experience rating in the 
first instance. As you know very well, it came out of the Wisconsin 
law, and there was a great deal of controversy before the committee on 
economic security made its first recommendations to the.Congress as 
to whether this was advantageous or not. There had been at that 
time or previously some rather spectacular examples of the success 

of enlightened management, particularly the Dennison Paper Co. 
in Massachusetts, and the Hormel Meat Packing Co. in Minnesota, 
in cutting down irregularities of employment and stabilizing the em- 
ployment of their workers. These captured the imigination of many 
people. They thought that if there were’incentive in the law to do 
this, much might be done to cut down unemployment. 

I would say on that point that those practices which were so ex- 
ceptional at that time have become standard management practices 
today; the Hormel Co. and Dennison Paper Co. and other pioneer 
companies succeeded in proving to management that turnover was 
terribly expensive and it was good business to regularize employment 
in so fair as this could be done. 

This was fought out in the automobile industry, you will recall, 
in the changing of the date of the introduction of the new models 
some years back, or many years back. In sum, I would say that so 
much progress has been made, perhaps as a matter of good manage- 
ment, and because the rewards to management are so great in terms 
of cutting down turnover, the cost of training new employees, et 
cetera, that experience rating under the unemployment insurance 
system would not now even be the principal incentive. 

Mr. Curtis. It would still be an incentive, would it not? 

Mr. Hotianper. I would not deny that it would be something of 
an incentive. But against this we have seen so much evidence of 
the destructive effect on the unemployment insurance laws is giving 
the employer a vested interest in holding down the number of his 
ex-employees who can draw benefits, the length of time, and the 
amounts to which they are entitled. 

Mr. Curtis. You say that is bad. That is the other advantage that 
I see in the experience rating because it does provide some interest 
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to see that abuses do not creep into the system. If the employer were 
to make a decision—I can see your objection to that. But an em- 
ployer does not make the decision, He simply becomes one part of 
the decision making. The employee is the other part. Then an inde- 
pendent tribunal makes the decision. All of this provides some incen- 
tive to be sure there will be a defendant in the case. Under the other 
system who will be the defendant ? 

"Mr. The State. 

Mr. Curtis. When it comes to the States, do you mean a bureauc- 
racy ¢ 

Mr. Hottanper. No. This is a public responsibility, and it seems 
to me that the State which passes the law and administers the law 
must. take the responsibility. 

Mr. Curtis. We are talking about individuals. There can be no 
incentive that I can see at all in instances of handling public welfare 
money, or any other State money of being careful about who gets it, if 
you just have a fund that is going to be there. What is the incentive 
to be sure that the employee is really entitled to it? 

Mr. Hotianper. I would beg to differ with you, sir. In the admin- 
istration of public welfare moneys there has, on the whole, been an 
excellent record of zealous handling. 

Mr. Curtis. You are familiar with what sagpened in Indiana, are 
you not, when they ‘finally openéd up the public relief rolls, and the 
way those relief rolls were almost cut in half, merely exposing it to 
the light of day? 

Mr. Hotianper. I would not argue that there have been no abuses. 
I would simply suggest that this is a public responsibility, and that 
we have done great damage by giving the employer not only individ- 
ually an incentive to constrict the right of an employee to draw bene- 
fits, but more important, to employers collectively an incentive to act 
on the legislatures, in what is an extremely powerful lobby, for the 
purpose of holding down the payments of unemployment benefits, re- 
stricting eligibility, and curtailing duration, and the benefit amount. 

Mr. Curtis. Well, they are citizens. Your theory is to bring it 
up in Congress. 

Mr. Hotianver. No, sir. My theory is that we should not give them 
a vested interest in keeping the laws inadequate. 

Mr. Curtis. Well, rap leva your vested interest the other way, in 
the tabor unions, to try to do it the other way. It seems to me that 
it provides a balance as long as you have an independent tribunal that 
makes the ultimate decision, whether it is the legislature or whether 
itis an arm of the executive. 

Well, at least I have your theory. Let me ask you a very basic 
question. I think I know the answer. You have been so frank con- 
cerning the others, I hope you will remain so. 

Would not your organization really like to see complete federaliza- 
tion of this program ? 

Mr. Hoianper. It so happens that the organization would not. 
This is an argument that-has gone*on for a long time, sir. As you 
know, there were those who felt, in the first instance, that the system 
should have been a Federal system, like old age insurance, a system 
which has certainly worked very well. I myself personally believe, 
and T always have believed in a Federal system, but the organization 
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does not. It has been debated in the organization council and much 
of what I presented to you is the organization’s conclusion as to its 
position. 

Mr. Curtis. Well, that is very clear. In other words, you cannot 
speak for the organization in that respect ? 

Mr. Hotianper. That is right. 

Mr. Curtis. You say on page 2: 

We have seen State laws hedged about with stringent tests of eligibility that 


have made the benefit procedure more like an obstacle course than an adminis- 
trative process, 


Mr. Meany said the same things in generalities. When I tried to 
get details, I got nowhere. There have been concrete examples pre- 
sented to this committee of the opposite, of the abuse of the system 
where it looks like the tests of eligibility were not stringent enough. 
You do agree that we don’t want to give unemployment benefits to 
people who are not entitled to them ? 

Mr. Certainly. 

Mr. Curtis. In other words, we have to have some standards. 

Mr. Houtanper. That is right, and I think the test of eligibility 
should be some test of genuine attachment to the labor force, so that 
there will be presumption that in the case of unemployment, wages 
are being lost which otherwise would be earned. 

Mr. Curtis. Do you have any specific examples of where you think 
the tests have been too stringent in any State? I would be very 
happy to have those in the record. So far it has just been talk. 

Mr Hotianper. I would be glad to provide those. 

Mr. Macurowicz. Without objection, the witness may have the op- 
portunity of submitting those at a later time. 

(The material to be supplied follows :) 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D.C., April 17, 1959. 
Hon. WILBuR MILLs, 
Chairman, Ways and Means Comaritten, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN MILLS: In the course of my testimony before the commit- 
tee on Wednesday, April 15, I referred to an incident which seemed to me to 
reflect improprieties in the exercise of outside influences to determine the deci- 
sions made in the White House on the question of Federal standards for State 
unemployment compensation laws. I believe the word used in the testimony 
was “scandalous.” Several members of the committee asked that I supply 
documentation on this point. 

I am enclosing herewith— . 

(a) A copy of a report which appeared in Congressional Quarterly Weekly 
Report, issue No. 16 of 1958 on page 479. This describes in some detail the 
relationship between the lobbyists empleyed by large corporations to oppose 
Federal legislation on this subject and the President’s special counsel. 

(b) An article by John Herling which appeared in the Washington Daily News 
on April 7, 1959. 

(cy An article by Drew Pearson which appeared in the Washington Post of 
the same date. 

I am sure that Mr. Rector and Mr, Morgan could furnish additional informa- 
tion to the committee on this subject. 

In view of the questions raised by members of the committee, I would appre- 
ciate it if you would include nad items at the appropriate point in the record 
of the hearings. 

Sincerely yours, 


D. National Director. 


U1 
ton, 
of tk 
regis 
orga 
Gene 
Corp 
had 
$125, 
izati 
argu 

UI 
man; 
of ul 
and 
othe! 
Conf 

Re 
Morg 
coun 
UBA 
Morg 
insult 
the fi 

To 
the t 
confe 
know 
the ¢ 
Mite) 

Mr 
Presi 
tary’ 
calls 
been 
the p 

Mr 
payot 
the |, 
stand 

abou: 
unem 
be pu 
billio 
these 
was | 

“W 
more 
Save 

Th 

Supp 
Flem: 

But s 


UNEMPLOYMENT COMPENSATION 957 


[From the Congressional Quarterly Weekly Report, Apr. 18, 1958] 


Unemployment Benefit Advisors is an employer organization working quietly 
from a three-room suite on the fifth floor of the Washington Hotel in Washing- 
ton, D.C. Its executive director is Stanley Rector, who served as general counsel 
of the Wisconsin Unemployment Compensation Agency from 1934 to 1948. He is 
registered as a lobbyist under the Federal Regulation of Lobbying Act but the 
organization itself is not. UBA officers and directors include executives from 
General Motors, Allis-Chalmers Manufacturing Co., United States Steel, Chrysler 
Corp., Socony Mobil Oil Co. and Goodyear Tire & Rubber Co. Rector said UBA 
had about 500 subscribers who each pay between $200 and $2,500 a year. 

Rector, April 4, told Congressional Quarterly that UBA will spend about 
$125,000 in 1958 with much of it going into its campaign against Federal liberal- 
ization of unemployment insurance. He said there was a “good possibility” that 
current efforts toward liberalization could be stopped, adding that the best 
argument was the States rights one. 

UBA terms itself “a nonstock, nonprofit organization which has served for 
many years.as the watchdog of management and the public interest in the field 
of unemployment compensation, social security, and related fields in Washington 
and throughout the Nation.” It works with and supplies research material to 
other management groups such as the NAM. It also works with the Interstate 
Conference of Employment Security Agencies. 

Rector is assisted by a three-man staff. On January 15, 1947, the law firm of 
Morgan & Calhoun registered as lobbyists for UBA. Gerald D. Morgan, special 
counsel to President Eisenhower, on April 16 confirmed that his firm worked for 
UBA. But Morgan said he “could not recall’ doing any of the work himself. 
Morgan, as the President’s counsel, worked on the administration’s unemployment 
insurance bill. Rector, April 7, said Morgan’s partner, Leonard Calhoun, did all 
the firm’s work for UBA in 1947, 


MiTcHELL CouLp Say 


(By John Herling) 


Tomorrow, James P. Mitchell, the troubled Secretary of Labor, stands up to 
the toughest test of his career. He faces 5,000 delegates to the unemployment 
conference of the AFL-CIO in the National Guard Armory. Its leadership 
knows that his private position on unemployment insurance differs sharply from 
the official positions now saddled on him. What will be running through Mr. 
Mitchell’s mind as he looks into the whites of 10,000 union eyes? 

Mr. Mitchell’s public personality has now been axed down the middle by 
President Eisenhower. Ike has repeatedly chosen to disregard his Labor Secre- 
tary’s advice and adopt that of his bitter opponents, who Mr. Mitchell himself 
calls reactionary. 

“For 5 years now,” Mr. Mitchell could tell the assembled delegates, “I have 
been among those urging the States to raise unemployment benefits and lengthen 
the payment period. The State legislatures paid not the slightest attention.” 

Mr. Mitchell might recall: “I told the President this latest recession was the 
payoff. We had every reason—as a Federal Government—to tell Congress that 
the law should now be amended by requiring the States to conform to higher 
standards of benefits, payment, and duration. 

“It seems to me the Federal responsibility is clear. The President is worried 
about balancing the budget. But I had important news for him. The higher 
unemployment insurance standards which we and he thought desirable could 
be put into effect without its costing the Federal Treasury a cent. There are $7 
billion in State unemployment reserve funds which could be used for meeting 
these higher standards. I told Budget Director Maurice Stans about this. He 
was jubilant. 

“What’s more, Stans sees at once that instead of spending nearly $500 million 
more of Federal money on emergency unemployment compensation, we could | 
Save that by bringing permanent Federal standards into action.” 

This is the way Mr. Mitchell’s thinking goes. 

“Stans and I prepared a memorandum along these lines. We worked up 
Support in the Cabinet: Health, Education, and Welfare Secretary Arthur 
Flemming is for this. The ball was rolling. We knew we had to work fast. 
But somebody in the White House was quicker. 
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“It was none other than Ike’s special counsel, a nimble fellow named Gerald 
Morgan. Gerry, a chief architect of the Hartley or tougher part of the Tuft- 
Hartley Act, is a close friend and law partner of Leonard Calhoun, hard shell 
who has fought every step of the way against liberalizing social security. He, 

. Morgan, and a man named Stanley Rector, make up a trinity of reaction. Chief 
prong, Rector, heads up an outfit supported by most big business groups, master- 
minds their strategy against improvements in unemployment insurance, State 
or Federal.” 

Mr. Mitchell could then tell the audience: “To shorten a painful story, Gerry 
Morgan told Stans and me, supposedly the labor policy man in the administra- 
tion, to lay off. He said the President was in his corner, not mine. — 

“Well, the next thing I knew was what I heard from Ike’s news conference. 
A reporter asked the President what the administration policy was on unem- 
ployment insurance. Ike replied, as Morgan predicted, that the policy remains 
the States’ responsibility. No use arguing. It was clear to me that the voice 
was the voice of Ike, but the words were those of Morgan, Calhoun, and Rector.” 

All this keeps tumbling through Mr. Mitchell’s mind. But tomorrow, when 
AFL-CIO President George Meany announces, “We will now hear from our 
friend, Jim Mitchell,” the Labor Secretary will shake off his moment of truth, 
pick up his official speech, and begin to read it through his glasses darkly. 


[From the Washington Post, Apr. 7, 1959] 
INSIDE LOBBYING 
(By Drew Pearson) 


Behind President Eisenhower’s firm refusal to liberalize the unemployment aid 
program has been the quiet lobbying of Big Business Representative Stanley 
Rector, who operates very adroitly through the back door of the White House. 

His inside contact man is none other than the President’s chief counsel, 
Gerald Morgan, whose former law firm helped Rector fight Federal unemploy- 
ment insurance. Now Morgan is carrying on the same fight from the vantage 
point of the President’s elbow. 

Rector works out of a three-room suite in the Washington Hotel, just around 
the block from the White House. Last year he spent over $100,000 lobbying 
against jobless benefits. 

His board of directors includes executives from United States Steel, General 
Motors, Chrysler, Goodyear Tire & Rubber, Socony Mobil Oil, and Allis-Chalmers 
Manufacturing Co. Over 500 companies contribute from $200 to $2,500 apiece 
to Rector’s operation. 

In 1947, Rector hired Morgan’s law firm, Morgan & Calhoun, as registered 
lobbyists. After Morgan entered the White House, he served as adviser to the 
President on unemployment compensation. As recently as last month, Morgan 
helped persuade Ike to reject liberal recommendations from Secretary of Labor 
Mitchell. 

What Mitchell wanted to do was extend temporary benefits for jobless work- 
ers and overhaul unemployment insurance standards. In the showdown, the 
President sided with Morgan. 

LOBBY LANGUAGE 


Earlier, Lobbyist Rector argued against these proposals in a letter, dated 
March 9, to his backers. He contended that any reforms should be left up to 
the States. 

Three days later, President Eisenhower used the same, identical argument 
at a press conference. 

Rector made one interesting concession : “In view of the fast developing show- 
down fight on Federal benefit standards, a 3- to 6-month extension might well, in 
the end, prove helpful.” 

Ike also agreed to this same concession. 

“I haven’t got such a rigid position about this that I wouldn’t listen to some 
thing,” he told the press. At the same time, he notified Republican congressional 
leaders that he would accept a 3- to 6-month extension. 

It had all the earmarks of a triple play—Rector to Morgan to Eisenhower. 

Nore.—The President repeated his views to eight Governors who belong to the 
Governors’ executive committee. The only missing member was New Jersey's 
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Gov. Robert Meyner, who happened to be in the South Pacific on temporary naval 
duty and who also happens to favor strong Federal unemployment benetits. 
Meyner asked the White House to fly him to the conference, pointing out that 
the President as Commander in Chief could relieve him from his naval assign- 
ment. Ike flatly refused. 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D.C., April 20, 1959. 

Hon. WILBUR D. MILLs, 

Chairman, Committee on Ways and Meana, 

House of Representatives, Washington, D.C. 


Deak CONGRESSMAN MILLS: In the course of my testimony before the Com- 
mittee on Ways and Means on Wednesday, April 15, I was asked to supply for 
the record certain information relating to unemployment compensation. 

In response to questions by Mr. Curtis and Mr. Alger I undertook to find data 
on the “characteristics of the unemployed” which the Congressmen said they had 
been unable to obtain. I am informed much of the data on the characteristics 
of unemployment compensation beneficiaries have already been supplied by the: 
Bureau of Employment Security and others. To supplement these I have ob- 
tained from the Bureau of the Census recent information on the industrial 
attachment, age, sex, marital status, and color of the unemployed population as 
of September 1958 and January 1959. These data are contained in the follow- 
ing tables : 


CURRENT POPULATION 


Series P-57, No. 195, September 1958 : 
Table C, page 5. Table 5, page 12. 
Table 2, page 11. Table 17, page 15. 
Table 3, page 11. 

Series P-57, No. 199, January 1959: 

Table C, page 5. Table 5, page 13. 
Table 2, page 12. Table 17, page 16. 
Table 3, page 12. 


Iam submitting copies herewith in the event you wish to include them in the 
record. 

Ihave also obtained from the department of social security of the AFL-CIO 
several examples of the way in which disqualification provisions are used to deny 
or limit benefit rights in ways inconsistent with the purposes of unemployment 
compensation. TI am attaching hereto three examples from many which could be 
cited in ease you wish to include them in the record. 

In any event I would appreciate it if you would make this letter part of the 
record. 


Sincerely yours, 


REPORTS 


Epwarp D. National Director. 


US. Department of Commerce, Bureau of the Census, Current prpmietee Reports— 
Labor Force, October 1958, Washington, D.C., Series P—57, No. 195] 


(This report supplements the “Combined Employment and Unemployment” release issued 
jointly today by the Departments of Commerce and Labor. The joint release, issued as 
a press statement, summarizes the material ane in full detail in this report, along 
with related data from the Department of Labor] 


THE MONTHLY REPORT ON THE LABOR FORCE: SEPTEMBER 1958 


The job situation was materially improved in September, after allowance for 
the usual seasonal changes at this time of year. Unemployment fell by 600,000 
04.1 million, a much larger drop than usual for September, reducing the job- 
less total to its lowest level for the year thus far. There was also a decline 
i total employment over the month—down by 700,000 to an estimated 64.6 mil- 
lion—but that change resulted entirely from the customary September with- 
— of students from the labor market and an early autumn lull in farm 
tivity. 

The more significant development in employment was a sharp job pickup 
inong adult men in nonfarm activities. Hiring was especially brisk in auto- 
nobile plants and other durable goods manufacturing industries which had been 
hard hit earlier in the recession. The percentage of all “hard goods” workers 
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who were unemployed dipped from the 12-percent rate prevailing during most 
able reduction in the sizable pool of long-term jobless in the “hard goods” see- 
of this year to around 9.5 percent in September. Moreover, there was a notice- 
tor, the first since this group began rising last winter. 

With these developments, the seasonally adjusted rate of unemployment fell 
to 7.2 percent in September from its high of 7.6 percent a month earlier. The 
rate of unemployment first reached a peak in April, then more or less leveled 
off through August, after allowance for minor statistical fluctuations. The drop 
between April and June, and the corresponding rise between June and August, 
reflected primarily technical difficulties in achieving a precise seasonal adjust- 
ment for the unemployment series at a time when large numbers of students 
move in and out of the labor market. In September a year ago, when unemploy- 
ment was about 1% million lower than at the present time, the seasonally ad- 
justed rate was 4.5 percent. 


Taste Aw~—-Summary of estimates: August and September 1958 and August 1957 


[Thousands of persons 14 years of age and over] 


Net change 


Employment status Sept. 7-13, | Aug. 10-16, | Sept. 8-14, 
1958 1958 1957 August- | September 
1957-58 


Total noninstitutional population --- 


Total labor force, including Armed Forces- 
Civilian labor force 


Employed 


Agriculture 


Not in labor force 
Seasonally adjusted rate of unemployment 
(percent) 


TRENOS IN EMPLOYMENT AND UNEMPLOYMENT, AGTUAL AND SEASONALLY ADJUSTED 
JANUARY 1947 TO DATE 


122,219 | 122,092 | 120,842 4127] 44,377 
71,375| 72,708| + +331 
mus... | 267 |  65,674| 1,085 
4o6|  5,21| 5,115|  —375. 
1, 275 1, 330 1, 403 —55 —18 
Nonagricultural industries... 58,438 |  58,746| 59,156| —308| 
1, 496 1,619 986 —123 +6510 
| 50,844 |  49,389|  49,707|  +1,455| +1, 047 
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Nonagricultural employment—at 58.4 million in September—was changed only 
slightly overall, in spite of the large withdrawal of students from summer jobs, 
Altogether there was about a 1.2 million reduction in the number of nonfarm 
jobholders of high school and college age. At the same time, there was the usual 
increase of around half a million in employment among adult women, as teachers 
and other school employees resumed their jobs... The main departure from the 
usual seasonal pattern, which kept the nonfarm job total close to the summer 
peak, was the appreciable recovery in manufacturing. 

In agriculture, employment declined by 400,000 in September to 6.2 million, 
whereas it usually remains fairly stable at this time of year. Farm activity 
had been delayed by bad weather in several months this year and harvesting 
operations were also behind schedule in some areas. Virtually all of the re 
duction in the farm work force occurred among high school age youngsters 
414- to 17-year-olds) who apparently were not needed on the farm during the 
early autumn lull. 

This report, released today by Robert W. Burgess, Director, Bureau of the 
Census, Department of Commerce, is based upon the Bureau’s Current Popula- 
tion Survey. The estimates are based on a sample and are subject to sampling 
variability ; see explanation beginning on page 8. 


LABOR FORCE 


The total labor force, including the employed, the unemployed, and the Armed 
Forces, declined by 1.3 million over the month to 71.4 million. The labor force 
normally contracts seasonally in September (by some 800,000 to 900,000) as the 
large student exodus far outweighs the addition of adult women in farming 
und teaching jobs. This year, the labor force contracted more sharply than 
usual over the month because of a reduction in the farm work force, as 
harvesting activity apparently fell behind schedule in some areas. 

The unusual September drop in agriculture also cut down the year-to-year 
sain in the labor force. In fact, with adverse weather conditions im-a number 
of recent months affecting outdoor work, the growth in the labor force over the 
1957 level has been held to an average of around 600,000 thus far in 1958. 


EMPLOYMENT AND HOURS OF WORK 


Whereas employment in certain nonfarm industries has only recently shown 
signs of recovery from the recession low point of last spring (discounting purely 
seasonal changes), the nonfarm workweek has been gradually expanding for 
some time. The average workweek of 40.8 hours in this sector in September, 
although unchanged over the month, Was up by about 1 hour from earlier in 
the year. The workweek in September was about equal to its level of a year 
earlier, even though the nonfarm employed total was still down by some three 
quarters of a million. . 

With the usual sharp reduction in the number on vacation from their jobs 
(down from 4.6 million in August to 1.5 million in September), both the number 
working full time and the number on part time were up seasonally. Within 
the part-time group (those working less than 35 hours), the total who wanted 
only part-lime jobs rose by 1 milion while the number regularly on part time 
but who wanted full-time work fell by 500,000. This net shift was due mataly 
Co the changed labor warket position of students as schoo) reopened. Some of 
those who had worked ful) time in the summer wanted only part-time work in 
the fall. Others, who had wanted (but could not find) full-time work in the 
summer were either satisfied with part-time jobs in the fall or withdrew from 
the labor force entirely. 


1 The increase in this group reflected returning employees who had not had definite con- 
tracts for the fall term and those newly added to school staffs. Teachers with definite 
contracts for the fall are counted as employed during the summer unless seeking other jobs. 
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TaBLe B.—Persons employed in nonagricultural industries, by hours worked 
during the survey week: August and September 1958 and September 1957 


[Thousands of persons 14 years of age and over] 


Hours worked, usual status, and reason working part time Sept. 7-13, Aug. 10-16, | Sept. 8-14, 
1958 1957 } 57 


Total ethpleyed . 58, 59, 156 


At work, total 3 56, 524 


41 hours or more , 18, 021 
35 to 40 hours 29, 632 
1 to 34 hours 4 8, 872 


Usually work full time at present job 


Worked part time for economic reasons 
Worked part time for other reasons 


Usually worked part time at present job 


Worked part time for economic reasons 
Worked part time for other reasons 


With a job but not at work 


Average hours for persons at work 
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The number of usual full-time workers whose hours had been cut below 35 be- 
eause of slack work or other economic reasons was 1.3 million in September, not 
materially changed over the month but down substantially from its peak for 
the 1957-58 downturn (2.3 million in March 1958). This group, however, was 
still about a quarter of a million larger than in September a year ago. 

Despite the overall stability in average hours over the month, the proportion 
on overtime (41 hours or more) in the durable goods manufacturing sector 
continued to edge upward, reaching 20.4 percent. At the same time, the propor- 
tion on shortened workweeks because of slack work and similar factors dipped to 
3.8 percent. Early in the year, when the nonfarm workweek was at a low point, 
there were 15 percent on overtime and 9 percent on part time for economic reasons, 

The chart on page 4 illustrates the tendency for employers in “lard goods” 
industries to adjust output by varying the workweek before they make changes 
in the size of the work force. As indicated, the proportion of wage and salary 
workers on overtime was being trimmed in late 1956 and early 1957, and the 
proportion on part time for economic reasons was moving upward, before the 
percentage of unemployed in the industry group showed any significant change. 
Similarly, an expansion in hours was already evident in the second quarter of 
1958, whereas the rate of unemployment remained at the recession peak until 
September. 

UNEMPLOYMENT 


The jobless total fell by 600,000 to 4.1 million in September, matching the large 
seasonal drop of the previous month. Unlike the July-August changes, however, 
which were confined entirely to students and recent graduates, the September 
reduction resulted in large part from the hiring of previously unemployed adult 
workers. On a seasonally adjusted basis, the September figures reflected the 
first significant drop in unemployment among adults since the recession began 
last year. 

The number of adult men (25 years and over) out of work fell by 300,000 to 
1.8 million, moving under the 2-million mark for the first time this year. Adult 
men have been more severely affected by unemployment than have other persons 
in the labor force. In September 1958, they constituted 45 percent of the jobless 
total in contrast to about 40 percent in September of other recent years. 

As noted earlier, the over-the-month decline in unemployment was fairly 
widespread throughout the durable goods manufacturing sector. In the auto 
industry, the ratio of unemployed to the total work force dropped from 3 out of 10 
to 2 out of 10 workers, its lowest point in 5 months. The unemployment rate in 
the primary metals group, which includes the steel industry, dropped from 124 
percent to 10.3 percent. Fabricated metals and the machinery industries also 
registered declines of about 2 to 3 percentage points, dipping to 8 percent in 
September. F 

Elsewhere in nonfarm industries, the rate of unemployment either fell slightly 
or remained unchanged over the month. In spite of recent improvements, unem- 
ployment rates remained significantly above those recorded a year earlier in 
just about every major industry group. 

The number of relatively long-term unemployed (those out of work 15 weeks 
or longer) was down by 200,000 over the month to 1,450,000, whereas it is usually 
fairly stable at this time of year. About half of the decrease in long-term unem- 
ployment was among durable goods workers. On a seasonally adjusted basis, 
this was the first significant drop in this category this year; the number of long- 
term unemployed had continued to increase throughout the spring and summer 
even after total unemployment began levelling off. This lag is a fairly typical 
feature in the later stages of a recession, as the group includes some less skilled 
workers and others with relatively low seniority in their companies. The 
long-term group in September was still 1 million above its level a year earlier, 
and constituted 35 percent of total unemployment in contrast to about 20 percent 
during most postwar years. 

New unemployment (the number seeking jobs for 4 weeks or less) was alse 
down over the month both an a seasonally adjusted and an unadjusted basis. 
The current level—1.6 million—was only slightly above the volume recorded it 
September a year ago. 
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be- TabLeE C.—Eaperienced unemployed persons, by major industry group: August 
not and September 1958 and September 1957 
- [Data not adjusted for seasonal variation] 


‘jon | Unemployment rates ! 

| Septem- | August Septem- 
1 to | ber 6958 | 1958 ber 1957 


int, 


ons, Nonfarm wage and salary workers ?............-.----.-...---.-------- | 6.3 7.1 3.9 
the Fabricated metal 7.7 10.4 4.2 
ge. | 8.2 9.8 | 3.2 
r of | 8.4 10.5 | 2.8 
4 ‘Transportation equipment 12.6 15.9 | 
intil Other durable goods 8.1 10.3 | 4.9 
Transportation, communication, and other public utilities. 4.9 | 5.4 2.9 
the 


egal ! Percent of work force in industry who were unemployed. 
? Excludes unemployed persons who never held a full-time civilian job for at least 2 consecutive weeks. 
“) to Includes forestry and fisheries not shown separately. 
~ SEASONAL ADJUSTMENT OF LABOR FORCE STATISTICS 
bless Employment and unemployment—like most other measures of economic activ- 
. ity—are subject to appreciable seasonal variations, that is, fluctuations which 
airly recur fairly regularly at certain times of the year. In recent years, procedures 
auto @ for calculating seasonal adjustment factors and seasonally adjusted data on 
of 10 the Bureau’s electronic computers have been successfully applied to the em- 
te i ployment and unemployment statistics published in this report. 
124 The seasonal adjustment method programed for the electronic computers is 
also # an elaboration of the standard ratio-to-moving-average method, with a pro- 
nt in vision for “moving” adjustment factors to take account of changing seasonal 
patterns. Even since World War II, seasonal patterns in several major em- 
ghtly @ ployment series have changed appreciably. A number of refinements have 
nem already been added to the original program prepared in 1954, and the method 
er i @ will be further revised if warranted on the basis of future study and experi- 
ence. Tests show that in its present form it yields seasonal adjustment factors 
veeks Hj of a high quality for most time series. A detailed description and illustration. 
ually § of the method appears in appendixes II and III of Current Population Reports. 
ineii- @ Series P-50, No. 82, “Seasonal Variations in the Labor Force, Employment, and 
basis, @ Unemployment.” 
long- Seasonal adjustment factors for the major components of the labor force to- 
mmer § be applied specifically to the data for 1957 and 1958 are shown in table D. 
ypical These factors are consistent with the definitions of employment and unemploy- 
killed @ ment adopted in January 1957. In computing the factors, the pre-1957 data 
The @ were adjusted insofar as possible to reflect the changes in definitions. In ac- 
irlier, @ cordance with the Bureau's policy, the factors are recomputed at the conclusion 
arcent # of each calendar year, but those in current use are ordinarily replaced only if 
‘significant change in seasonal patterns is indicated. 
3 also Different factors would have been used in adjusting the published series based’ 
bee the definitions in effect prior to 1957. For major components of the labor 


force, these factors are provided in table D of series P-50, No. 82. 

The factors presented in this report represent approximations of the sea- 
‘nal component in each of the series shown, and describe the direction and’ 
relative magnitude of the seasonal changes during the year. Differences from 
100 percent in the factors for a given month represent normal deviations from 
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the annual average in that month. The factors are frequently used to season- 
ally adjust the original series, that is, to derive series from which seasonal 
fluctuations have been removed insofar as possible. 

The only seasonally adjusted statistic regularly presented in this report is the 
unemployment rate in tables A and 1 (unadjusted rate also shown in tables 1 
and 2). Other monthly estimates may be seasonally adjusted by dividing them 
by the corresponding adjustment factor for that month. For example, total 
civilian employment was estimated at 62,311,000 in March 1958 while the ad- 
justment factor for total employment for that month (table D) is 97.7. Divid- 
ing the original estimate by the factor yields a seasonally adjusted employment 
figure for that month of 63,778,000. One way of describing that figure is to 
state that, on an annual average basis, total employment was at 63.8 million in 
March 1958. 

Seasonally adjusted estimates, like the original data on which they are based, 
are subject to sampling variability as well as response errors and biases. No 
specific computations have as yet been made to measure the sampling variability 
of the seasonally adjusted data, but it probably is not much different from 
that of the unadjusted figures (see tables E to G). For the seasonally ad- 
justed rate of unemployment, changes from month to month would have to be 
almost two-tenths of 1 percent before they could be regarded as statistically 
significant at the two-thirds confidence interval (one standard error). 

In evaluating deviations from the seasonal pattern—that is, changes in a 
seasonally adjusted series—it is also important to note that seasonal adjust- 
ment is merely an approximation based on past experience. Furthermore, non- 
seasonal changes may be secular, cyclical, or irregular, or any combination of 
these fluctuations. Secular growth is exemplified by the expansion of the Na- 
tion’s labor force over time as the population of working age continues to in- 
crease. Irregular phenomena, such as weather conditions, the timing of the 
survey week in relation to peak activity, strikes, etc., may cause departures 
from average seasonal expectations. 


Tas_e D.—Seasonal adjustment factors for the labor force and its major 
components to be used for 1957 and 1958 


[Applicable to figures based on definitions adopted in 1957] 


Employment Unemployment 
Civilian 
Month labor Nonagri- 
force Total Agri- cultural Total Rate! 
culture indus- 
tries 

97.6 96.9 81.6 98.8 113.2 115.7 
98.2 97.7 85.8 99.1 108.3 110.2 
98.7 98. 7 93. 5 99.3 99.0 100.3 
100.1 100. 2 106. 1 99.5 98.5 98.6 
ded 103.0 102.9 117.2 100.9 105. 5 102.6 
101.8 102. 4 110.8 101.4 89.6 88.1 
100.5 101.3 111.6 100.3 83.1 82.5 
100.1 100.3 97.0 100.7 95.5 95.0 


1 Unemployment as percent of civilian labor force. 
DEFINITIONS AND EXPLANATIONS 


Population coverage.—Except as otherwise specified, the data presented in this 
report relate to the civilian noninstitutional population of the United States 14 
years of age and over which comprises all civilians living within the continental 
United States except inmates of penal institutions, homes for the aged, infirm, 
and needy, mental institutions, tuberculosis sanitariums, and similar places. 
A few of the tables include members of the Armed Forces as part of the cate- 
gories “Total noninstitutional population” and “Total labor force.” 

Source of data.—The estimates are based on data obtained monthly in the 
Current Population Survey of the Bureau of the Census. The current sample 
design, instituted in May 1956, is spread over 330 areas comprising 638 counties 
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and independent cities, with coverage in each of the 48 States and the District 
of Columbia. Approximately 35,000 households are interviewed each month. 
Another 1,500 occupied units, on the average, are visited but interviews are not 
obtained because the occupants are not found at home after repeated calls or 
are unavailable for some other reason. There are also about 5,500 sample units 
in an average month which are visited but are found to be vacant or otherwise 
not to be enumerated. The previous sample design, in use from January 1954 
through April 1956, was spread over 230 sample areas comprising 453 counties 
and independent cities. Data on the Armed Forces are obtained from the De- 
partment of Defense. 

Survey week.—Beginning with data for July 1955, the estimates relate to the 
calendar week (Sunday through Saturday which contains the 12th of the month. 
For prior months, data relate to the calendar week containing the eighth of the 
month. 


Employment status concepts 


Employed.—Employed persons comprise those who, during the survey week, 
were either (a) “at work’’—those who did any work for pay or profit, or worked 
without pay for 15 hours or more on a family farm or business; or (b) “with 
a job but not at work”—those who did not work and were not looking for work 
but had a job or business from which they were temporarily absent besause of 
vacation, illness, industrial dispute, or bad weather, or because they were taking 
time off for various other reasons. Prior to 1957, the statistics also included in 
the group “with a job but not at work” persons on layoff who had definite 
instructions to return to work within 30 days of the date of layoff—now classi- 
fied as unemployed—and persons waiting to report to new wage and salary jobs 
scheduled to start within the following 30 days, now classified either as unem- 
ployed or (if in school during the survey week) as not in the labor force. 

Unemployed.—Unemployed persons include those who did not work at all 
during the survey week and were looking for work. Also included as unemployed 
are those who did not work at all during the survey week and— 

(a) Were waiting to be called back to a job from which they had been 
laid off; or 
(b) Were waiting to report to a new wage or salary job scheduled to start 
within the following 30 days (and were not in school during the survey 
week) ; or 
(c) Would have been looking for work except that they were temporarily 
ill or believed no work was available in their line of work or in the community. 
Prior to 1957, part of group (a) above—those whose layoffs were for definite 
periods of less than 30 days—were classified as employed (with a job but not at 
work) rather than as unemployed, as were all of the persons in group (0) above 
(waiting to start new jobs within 30 days). 

Labor force —tThe civilian labor force comprises the total of all civilians classi- 
fied as employed or unemployed in accordance with the criteria described above. 
The total labor force also includes members of the Armed Forces stationed either 
in the United States or abroad. 

Not in labor force.—All civilians 14 years of age and over who are not classified 
as employed or unemployed are defined as “not in labor force.” These persons 
are further classified as “engaged in own home housework,” “in school,” “unable 
to work” because of long-term physical or mental illness, and “other.” The 
“other” group includes for the most part retired persons, those reported as too 
old to work, the voluntarily idle, and seasonal workers for whom the survey week 
fell in an “off” season and who were not reported as unemployed. Persons doing 
only incidental unpaid family work (less than 15 hours) are also classified as not 
in labor force. Since January 1957, the category “not in labor force—in school” 
includes a small group fermerly classified as employed (with a job but not at 
work), namely, persons attending school during the survey week who had new 
jobs to which they were scheduled to report within 30 days. Persons—whether 
or not attending school—who had new jobs not scheduled to begin until after 30 
days (and not working or looking for work) are classified as not in labor force 
under both the new and old definitions. 

Occupation, industry, and class of worker.—Occupation, industry, and class-of- 
worker data apply to the job held in the survey week. Persons with two or more 
jobs are classified in the job at which they worked the greatest number of hours. 

The major occupation groups used here are the same as those used in the 1950 
Census of Population. The categories shown within some of the major groups 
are either detailed occupations or combinations thereof. The composition of 
these groups is available upon request from the Bureau of the Census. 
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The industry groups used here are mainly major groups used in 1950 Census 
of Population. The composition of the major industry groups is shown in volume 
II of the 1950 Census of Population. 

The class-of-worker breakdown specifies ““Wage and salary workers,” sub- 
divided into private and Government workers, “Self-employed workers,” and 
“Unpaid family workers.” Wage and salary workers receive wages, Salary, com- 
mission, tips, pay in kind, or piece rates from a private employer or from a gov- 
ernmental unit. Self-employed workers have their own business, profession, or 
trade, or operate a farm, for profit or fees. Unpaid family workers work without 
pay on a farm or in a business operated by a member of the household to whom 
they are related by blood or marriage. 

Hours of work.—The statistics on hours of work relate to the actual number of 
hours worked during the survey week. For persons working in more than one 
job, these figures relate to the number of hours worked in all jobs during the 
week. Average hours is an arithmetic mean computed from a distribution of 
single hours of work. Persons with jobs but not at work during the survey week 
are excluded from the computations. 

Persons designated as working “full time” are those who worked 35 hours or 
more in the survey week ; those designated as “part time” are persons who worked 
between 1 and 34 hours. Part-time workers are further classified by their usual 
status at their present job (either full time or part time) and by their reason for 
working part time during the survey week (economic or other reasons). ‘Kco- 
nomic reasons” include: Slack work, material shortages, repairs to plant or equip- 
ment, start or termination of job during the week, and inability to find full-time 
work. “Other reasons” include: Labor dispute, bad weather, own illness, vaca- 
tion, demands of home housework, school, ete., no desire for full-time work, full- 
time worker only during peak seasons, and other such reasons. 

Duration of unemployment.—The duration of unemployment represents the 
length of time (through the current survey week) during which persons classi- 
fied as unemployed had been continuously looking for work or would have been 
looking for work except for temporary illness, or belief that no work was avail- 
able in their line of work or in the community. For persons on layoff, duration 
of unemployment represents the number of full weeks since the termination of 
their most recent employment. 

Comparability with related data.—The employment data shown here were ob- 
tained by interviews with occupants of households and will differ from employ- 
ment data based on reports from individual business establishments and farms. 
“The Monthly Report on the Labor Force” provides information about the work 
status of the whole population, without duplication. Persons employed at more 
than one job are counted only once as employed, and are classified according to 
the job at which they worked the greatest number of hours during the survey 
week. Estimates based on reports from business establishments and farms, on 
the other hand, count more than once persons who work for more than one es- 
tablishment. Differences will also arise from the fact that other estimates, 
unlike those presented here, generally exclude private household workers, unpaid 
family workers, and self-employed persons, and may include workers less than 14 
years of age. In addition, persons with a job but not at work are included with 
the employed in the estimates shown here, whereas only part of this group is 
likely to be included in employment figures based on establishment payroll 
reports. 

For a number of reasons, the unemployment estimates of the Bureau of the 
Census are not directly comparable with the published figures for unemployment 
compensation claims or claims for veterans’ readjustment allowances. In the 
first place, certain persons such as private household workers and State and 
local government workers are usually not eligible for unemployment compensa- 
tion. Also, the qualifications for drawing unemployment compensation differ 
from the definition of unemployment used by the Bureau of the Census. For 
example, persons with a job but not at work and persons working only a few 
hours during the week are sometimes eligible for unemployment compensation, 
but are classified by the Bureau as employed. Furthermore, some persons may 
be reported as not looking for work even though they might consider themselves 
available for jobs and be eligible for unemployment compensation. 

Rounding of estimates.—Individual figures are rounded to the nearest thou- 
sand without being adjusted to group totals, which are independently rounded. 
Percentages are based on the rounded absolute numbers. 
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Reliability of estimates.—Since the estimates are based on a sample, they may 
differ somewhat from the figures that would have been obtained if a complete 
census had been taken using the same schedules, instructions, and enumerators. 
As in any survey work, the results are also subject to errors of response and 
reporting. These may be relatively large in the case of persons with irregular 
attachments to the labor market. 

The standard error is primarily a measure of sampling variability, that is, the 
variations that might occur by chance because only a sample of the population 
is surveyed. As calculated for this report, the standard error also partially 
measures the effect of response and enumeration errors, but does not reflect any 
systematic biases in the data. The chances are about 68 out of 100 that an 
estimate from the sample would differ from a complete census by less than the 
standard error. The chances are about 95 out of 100 that the difference would 
be less than twice the standard error and about 99 out of 100 that it would be 
less than 214 times as large. 

The estimates of standard errors shown in the following tables are approxi- 
mations for the 330-area sample. Corresponding figures for the 230-area sample 
may be found in previous reports in this series. (See Current Population Re 
ports, series P-57, No. 166.) Table E shows the average estimates of standard 
errors for the major employment status categories. The figures presented in 
table F are to be used for other characteristics and are approximations of the 
standard errors of all such characteristics. In order to derive standard errors 
which would be applicable to a wide variety of labor force items and could be 
prepared at a moderate cost, a number of approximations were required. As a 
result, table F should be interpreted as providing an indication of the order 
of magnitude of the standard errors rather than as the precise standard error 
for any specific item. 


TABLE E.—Standard error of major employment status categories 


| Standard | Standard 
| errorof error of 

Employment status and sex monthly | month-to- 
level | month 
change 


Both sexes: | 
Civilian labor force | 250, 000 180, 000 
Employed in agriculture * ‘ “a 230, 000 150, 000 
Employed in nonagricultural industries. ; 300, 000 200, 000 
Unemployed 120, 000 120, 000 
le 


aie: 
Civilian labor force 120, 000 100, 000 
Employed in agriculture. 180, 000 | 100, 000 
Employed in nonagricultural industries . ‘ | 200, 000 120, 000 
Unemployed__ 90, 000 100, 000 
Female: 
Civilian labor force _- ‘ 180, 000 150, 000 
Employed in agriculture 75, 000 65, 000 
Employed in nonagricultural industries 200, 000 120, 000 
Unemployed. : were 65, 000 65, 000 


TABLE F.—Standard error of level of monthly estimates 


Male 


Both sexes | 

|— 

| Totalor | Nonwhite 

| 

| 


Female 


Size of estimate | ‘ 
Total or | Nonwhite 
| white 


Total or | Nonwhite 


white | white 


| 


50,000 __ 10, 000 

250,000 21,900 

500,090. 34, 30, 000 

1,000,000... 

2,500,000_ 

210, 000 

40,000,000... 


5, 000 | 5, 000 
10, 000 10, 000 
14, 000 14, 000 
31, 000 21, 000 22, 000 21, 000 
43, 000 30, 000 | 31, 000 30, 000 
60, 000 40, 000 | 45, 000 40, 000 
90, 000 50, 000 | 70, 000 50, 000 
| 


972 UNEMPLOYMENT COMPENSATION 


The standard error of the change in an item from one month to the next 
month is more closely related to the standard error of the monthly level for that 
item than to the size of the specific month-to-month change itself. Thus, in order 
to use the approximations to the standard errors of month-to-month changes as 
presented in table G, it is first necessary to obtain the standard error of the 
monthly level of the item in table F, and then find the standard error of the 
month-to-month change in table G corresponding to this standard error of level. 
It should be noted that table G applies to estimates of change between 2 consecu- 
tive months. Changes between the current month and the same month last year, 
or between two other nonconsecutive months, will generally be subject to some- 
what greater sampling variability than is indicated in table G. 

Tllustration.—Assume that the tables showed the total number of persons 
working a specific number of hours, as 15 million, an increase of 500,000 over 
the previous month. Linear interpolation in the first column of table F shows 
that the standard error of 15 million is about 160,000. Consequently, the 
chances are about 68 out of 100 that the figure which would have been obtained 
from a complete count of the number of persons working the given number of 
hours would have differed by less than 160,000 from the sample estimate. Using 
the 160,000 as the standard error of the monthly level in table G, it may be seen 
that the standard error of the 500,000 increase is about 135,000. 


TABLE G.—Standard error of estimates of month-to-month change 


\ 
| Standard error of month-to- 
month change 


Standard error of monthly level Estimates All estimates 


relating to | except those 
agricultural | relating to 
employment | agricultural 

| employment 


\ 


12,000 
26, 000 
48, 000 
90, 000 


130, 000 
160, 000 


19,04 
220, 000 


The statistics by age and sex in table 2 are generally subject to smaller 
sampling variability than would be indicated by reference to tables F and G. 
The reductions are particularly large for estimates amounting to a substantial 
part of the total population in the specific age-sex category (for example, the 
number of males in the labor force in most age groups). For estimates com- 
prising small proportions of the total population (such as the unemployed or 
certain categories of the group not in the labor force) the standard errors in 
tables F and G constitute satisfactory approximations. 

The reliability of an eestimated percentage, computed by using sample data 
for both numerator and denominator, depends upon both the size of the per- 
centage and the size of the total upon which the percentage is based. Estimated 
percentages are relatively more reliable than the corresponding absolute esti- 
mates of the numerator of the percentage, particularly if the percentage is 
large (50 percent or greater). 
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TABLE 5.—Employment status of the civilian noninstitutional population, by color 
and sea, for the United States: Week of Sept. 7-13, 1958 


(Thousands of persons 14 years of age and over) 


White Nonwhite 


Employment status 
Male Male Female 


Civilian noninstitutional popula- 


Civilian labor force 
Percent of 
Agriculture 
Nonagricultural industries 
Unemployed 
Percent of civilian labor force 
Not in labor force 


TaBLE 6.—Employment status of the male veterans of World War II in the 
civilian noninstitutional population, for the United States: Week of Sept. 7-13, 
1958 


Employment status: 
Total male veterans of World War II 
Civilian labor force 
Employed 
Agriculture 
Nonagricultural industries 
Unemployed 
Not in labor force, total 


[In thousands] 


TABLE 7.—Employed persons, by type of industry, class of worker, and sea, for 
the United States: Week of Sept. 7-13, 1958 


[Thousands of persons 14 years of age and over] 


Class or worker 


Total employed 


Agriculture 
Wage and salary workers 
Self-employed workers 
Unpaid family workers 
Nonagricultural industries 
In private households 
Other wage and salary workers 
Self-employed workers 
Unpaid family workers 


| 


| sexes | sexes | 
107,885 | 61,358} 56,198; 12,020 5, 635 6, 304 
61,124 | 41,618 | 19,507 7, 616 4, 537 3.079 
56.8 81.0 34.7 63.3 80.5 48.2 
| 57,821 | 39,524 | 18,208 6, 808 4,016 2, 792 
5, 125 4, 244 881 1, 066 672 394 
| 52,696 | 35,280! 17,417 5, 742 3, 344 2, 398 
3, 303 2, 094 1, 209 808 521 287 
5.4 5.0 6.2 10.6 11.5 9.3 
46, 431 9,740 | 36, 691 4, 413 1, 098 3, 315 
Number 
Pe Both | Male | Female 
sexes 
6, 191 4, 1,275 
1, 923 1, 372 
3,030 2, 131 
1, 239 772 
58,438 | 38, 19, 815 
| 51,523 | 33, 18, 059 
| 2, 320 1,970 
| 7,632 4, 2, 969 
| 41,571 | 28, 13) 120 
6, 261 | 1,176 
| 653 580 
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TABLE 8.—Employed persons with a job but not at work, by reason for not 
working and pay status, for the United States: Week of Sept. 7-13, 1958 


(Thousands of persons 14 years of age and over] 


Nonagricultural industries 


Reason for not working “os Wage and salary workers 
ota 


Number Percent paid 


2,271 
15 
58 

1, 367 

599 
231 


Note.—Persons on temporary (less than 30-day) layoff and persons scheduled to start new wage and 
salary jobs within 30 days no longer included in the category ‘‘With a job but not at work.” These groups 
numbered 112,000 and 135,000, respectively, in September 1958. 


TABLE Y.—Persons at work, by hours worked, type of industry, and class of 
worker, for the United States: Week of Sept. 7-13, 1958 


Agriculture Nonagricultural industries 


Hours worked during the | | 

survey work | Wage |Self-em- Unpaid Wage |Self-em-) Unpaid 
Total | and | ployed | family | Total and | ployed | family 
| salary | workers! workers salary | workers) workers 
workers workers 


Number at work 
thousands 


49, 25 


| =e 
>| Se 


1 to 34 hours_______- 
1 to 14 hours___- 
15 to 21 hours. ______-_- 
30 to 34 hours_____._____- 
35 to 40 hours. _______- 


Borer S en 


41 to 47 hours_________- = 


Son 


- 


cad 


¢ 
Om 


no 


SSE 


Average (mean) hours_____- 


ti 
| | 
Total with a job but not at work___...... 2, 732 2, 587 | 60.6 
1, 512 1,471 80.5 
Male 
2: 
3% 
5 
6 
| | Fem: 
2. 
3 
4 
| | | | | | | | " 
100. = 
TAB 
| 42.7 ti 
| 
3 
0 
0 
35 to 39 0 
41 hours or more 
| 
_ 49 hours or 
49 to 54 Ms 
55 to 59 hours.__________ 
60 to 69 
70 hours or more.__.___- I 
| 
} | | 
Sing] 
Mart 
Othe 
Singl 
Mart 
Othe 
ily 
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TABLE 10.—Persons at work in nonagricultural industries, by full-time or part- 
time status, by age and sea, for the United States: Week of Sept. 7-13, 1958 


{Percent distribution] 


Worked 1 to 34 hours during survey week 


Usually work | Usually work 
full time on part time 
present job for— 41 

Age and sex 40 hours 


or more 
Part Part 
time time 
for eco- for 
nomic | other 
reasons |reasons 


45 to 54 years... 
55 to 64 years. 
65 years and over 


we 


2.4 2.8 9.1 51.9 
11.5 2.5 2.7 4.7 50.9 
14 to 17 years. - 82.2 1.3 1.1 3.2 76.6 12.1 ; ‘ 
18 to 24 years. - 14.7 3.9 1.9 3.0 5.9 51.9 33. 
25 to 34 years .-.._.... 7.8 2.1 3.3 1.3 1.1 53.9 38.3 2 
35 to 44 years - 6.0 2.1 2.3 9 “4 50, 8 43.1 45.2 
45 to 54 years. - 8.3 2.7 3.2 1.1 1.3 52.0 39.8 44.3 
55 to 64 years - 10.5 2.6 2.8 2.2 2.9 54.7 34.9 43.1 
65 years and over. 29.8 2.1 2.4 3.1 22. 2 41.0 29.2 37.7 
Female 25.9 2.2 2.8 3.2 17.7 53.8 20.3 36.4 
80.9 3 6 0 0 14.6 5 16.5 
npaid 16.9 9 8 5 7 65.0 0 37.6 
mily 21.4 0 0 2 2 59.5 0 37.0 
orkers 25.9 4 5 2 8 54.1 0 36.7 
23.7 6 7 8 6 52.8 5 38. 2 
25.9 1 2 1 5 49.6 4 37.7 
46.0 3 6 4 7 32.7 4 31.5 


NHN 


TABLE 11.—Persons at work in nonagricultural industries, by full-time or part- 
time status, by marital status and sex, for the United States: Week of Sept. 
7-13, 1958 

{Percent distribution] 


Worked | to 34 hours during survey week 


> 


Usually work | Usually work 
full time on part time 
present jab for— 


Sow 


Marital status and sex 


Part 
time Other 
for eco- reasons 
nomic 
reasons 


= 


Sing 
Married, wife present 
Other ! 


& 
CAD)! Son} © 


Nii nwo 


gle 
M arried, husband present. 
Other ! 


| 
Res | S38 
wn!l co 


wee 
BRS 


i Includes separated, widowed, and divorced persons, 


kers 
en: | WOrk | Lota | hours 
60.6 | 
| 
1L.6 
2.7 
80.5 | | | 
| 
100.0 
42.7 
3 
35 to 41 Average 
at Total | hours jormore| hours 
work 
Male...............| 100.0| 11.5 
27.3 
8.4 
14.1 
100.0 23.3 
100. 0 28.5 
| 100.0 21.9 | 
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TABLE 12.—Persons at work in nonagricultural industries, by full-time or part- 
time status, by color and sex, for the United States: Week of Sept. 7-13, 1958 


[Percent distribution] 


Worked 1 to 34 hours during survey week 


Usually work | Usually work 
full time on part time 
present job for— 35 to 41 Average 

Color and sex 40 hours | (mean) 

| hours jormore| hours 


Part Part 
time | time | Eco- | Other | 

for nomic jreasons 
other 
reasons 


52.0 


50.4 
55.1 


51.5 


44.4 


TABLE 13.—Wage and salary workers, by full-time or part-time status, by major 
industry group, for the United States: Week of Sept. 7-13, 1958 


{Percent distribution) 


1 to 34 hours 4) = or more 


Usually ( Teually 
work full part 


time on time for— 


Total present (ob 
Major industry at 


wor 


lto 
Total{ Part ( Part Total haute 
Yime ime } Eco- hours 


for for 
eco- (other( rea- { rea- 


Momic| rea- | sons | sons 


| 


SO 


Agricultu 

industries 
Construction. 
Manufacturing. _______- 
Durable 
Nondurable goods- 
Transportation, com- 
munication, and other 

ublie utilities 
and retail 


rade 
Pe ice industries 
Private households-_-_- 
Educational services _- 
All other service in- 
dustries 


ESF 
PRON ON 


co W/W 
Nooo 


SS SESS B 
we 


| 
| | | 
f | 
I 
T 
15.5 2.2 1.6 9.0 32.5 41.1 
100.0} 1.0] 22/ 413] 48 38.6 43.3 
24.7 2.1 2.7 2.3] 17.6 20.2 36.7 
Nonwhite...........| 100.0| 41{| | 10.0! mm) 24.9 3.7 
100.0 16.7 5.0 48 4.0 26.7 | 40.0 Pro 
100.0 | 43.7 2.8 3.9 0.5 | 18.5 | 20.8 34.5 
Ma 
Cle 
Sale 
Cra 
di 
/ Ww 
Pri 
Ser 
ve 
Far 
Lak 
Ta 
kk 
\ 
rea- | sons | | | | 
{ 
100.0 | 35.0 
1100.0 | 12.7 
100. 0 | 
100.0 | | 
100.0 8.2 
100.0 9.3 Pro 
| | 
\100.0| 82] 2.0 12.0 
100.0 | 19.8) 1.5] 1.9) 19.1 
100.0 | 23.5} 1.2] 24 13.2 Far 
100.0 | 58.7 | 1:9 20 | | 10.1 Ma 
100.0} .6 3.4 | 14.4 
16.4] 1.2] 2.2] 13.6 
- All other industries_____|100.0 a 1.7 41) 13.7 
Cle 
Sal 
Cre 
i 
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TABLE 14.—Persons at work, by full-time or part-time status, by major 
occupation group, for the United States: Week of Sept. 7-13, 1958 


(Percent distribution] 


1 to 34 hours 41 hours or more 


Usually | Usually 
work ful work 
time on part 
present time 
job for— 


Major occupation group 


art time for other 


reasons 


Part time for eco- 
nomic reasons 
Average (mean) hours 


Total at work 
35 to 39 hours 
41 to 47 hours 
49 hours or more 


| P 


| Economic reasons 


5 | Other reasons 
to 


Total at work 


N 
© 


Professional, technical, and 
kindred 
Farmers and farm managers- 
Managers, officials, and pro- 
prietors, excluding farm 
Clerical and kindred workers-_-- 
Craftsmen, foremen, and kin- 
dred worker 
operatives: “and kindred 


on 
on 


. 
hao 
AW 


4. 
9. 
20. 


& 


& wee 


~ 


Service workers, exclu: 


vate household 


Farm laborers and foremen 
Laborers, except farm and mine- 


4 


No 


om 

oe 


Nw 


2 


ApS 
a 


TaBie 15.—Occupation group of employed persons, Gy sea, for the United States: 
Week of Sept. 7-13, 1958 


(Thousands of persons 14 years of age and over| 


Percent distribution 
Occupation group ~ Both Male | Female 
sexes 


Both Male Female 
Sexes 


Total employed 


|g 


Professional, technical, and kindred 
Medical and other health workers 
Teachers, except college 
Other professional, technical, 
kindred workers 
Farmers and farm managers 
Managers, officials, and proprietors, ex- 


~ 


=i 
ono 


COD 


Self-employed workers in retail trade_. 
workers, except retail 


- 


Stenographers, typists, and secretaries_ 
Other clerical and kindred workers___- 
Retail trade 
Other sales workers 
Craftsmen, foremen, and kindred workers_ 
Carpenters 
Construction craftsmen, except car- 


NEON 


PP 


echanics and repairmen 
Metal craftsmen, except mechanics !__ 
Other craftsmen and kindred workers !- 
Foreman, not elsewhere classified 


1 See p. 16 for revised figures for April through August. 


§ 


ones 


8 
| | | 
rage 
an) | | | | | | | 
Irs 
41.1 
43.3 
36.7 
100.0) 17.6) 2.4) 6.1] 42.0} 34.3} 7.7] 7.3] 19.3] 41.3 
| 
34.5 100.0) 10.6, .9 18.3) 42.1 
| 100.0] 15.4) 2.5 65.6) 55.5 
Ljor 4.8) 38.5 
100.0{ 25.5, .5 38, 5) 21.4) 38.9 
| 100.0) 9.1) 28 = 1 ms) 42) 13.9) 41.8 
/ 
Private household workers_____| 100.0) 57.5| 1.6 9.7) 27.2 
....-\ 1W.Q\ 24.2) 1.9 15.5} 30.5 
) 
49 
jours 
35.0 
11.0 | | 
8.2 
9.3 
12.0 | 1, 
19.1 4, 
13.2 3; 
10.1 
Salaried workers. 
13.6 
13.7 
Clerical and kindred workers 
penters 
| 
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TaBLe 15.—Occupation group of employed persons, by sex, for the United States: 
Week of Sept. 7-13, 1958—Continued 


Percent distribution 
Occupation group Both Female 
sexes 


Both Male Female 
sexes 


Operatives and kindred workers 

Drivers and 

Other operatives and kindred workers: 
Durable goods manufacturing____- 
Nondurable goods 
Other 

Private household workers ; 
Service workers, except private household 

Protective service workers 

Waiters, cooks, and bartenders. ___- 

Other service workers 


NE 


MET: 


April 
Fi 
May | 
F 


June | 
FI 


pes 


Unpaid family workers 

Laborers, except farm and mine_._______. 
Construction 
Manufacturing 
Other industries 


o 


TABLE 16.—Major occupation group of employed persons, by color and sez, for 
the United States: Week of Sept. 7-13, 1958 


White 


Major occupation group 
Male 


employed 


3! 


- 


Farmers and farm managers 
en officials, and proprietors, ex- 


Bo 


AO 


Ban 


OF 


Craftsmen, foremen, and kindred workers. 
Operatives and kindred workers 

Private household workers 

Service workers, except private household_ 
Farm laborers and 
Laborers, except farm and mine 


— 


Pee, 


COS 
wm 
AD om 
8 
Neo. we 
we 


TABLE 17.—Unemployed persons by duration of unemployment, for the United 
States: Week of Sept. 7-13, 1958 


(Thousands of persons 14 years of age and over] 


Duration of unemployment | Number Duration of unemployment 


4,111 


5 
7 
1 


1 to 14 weeks 
15 to 26 weeks 
Over 26 weeks 


Average (mean) duration... 


| 
1 8,217 3,294 15.6 
2, 264 23 a Ss 
2,417 791 
1, 564 1, 763 
1,972 717 
47 1, 931 
2, 724 2, 948 
721 23 
488 1,114 
| 1,515 1,811 
Farm laborers and foremen... - 1, 797 1, 134 
Paid workers. 1, 329 372 
468 762 T 
3, 639 MM July 1 
915 3 
| 1,042 48 T 
: 1, 682 | 33 Augus 
| | 
April 
T 
| Nonwhite May | 
| June | 
sexes | F 
uly 1 
Percetl T 
Augus 
Professional, technical, and kindred | | Fi 
6 
0 INe 
lerical and kindred workers. - - -- eee! 6 
Sales workers... 3 
8 
3 
2 
0 
5 
| 6 
| | 
Number | Percent 
Total unemployed_....| 100.0 || § to 6 214 5.2 A 
to 10 weeks. 430 10.5 toda 
Under 1 week © 25 0.6 436 10. 6 emp) 
Hi 
prod 
expa 
dravy 
actin 


ONS 


or 
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REVISED F1GuRES, SERIES P—57, Nos. 190 To 194 
TABLE 15.—Occupation group of employed persons, by sex, for the United States 


[Thousands of persons 14 years of age and over] 


Percent distribution 
Both 
Occupation group sexes 


Both Male Female 
sexes 


METAL CRAFTSMEN, EXCEPT MECHANICS 


April 1958: 
From 


ve 


OTHER CRAFTSMEN AND KINDRED WORKERS 


April 1958: 
F 


ad 


179 
737 
136 
668 
2, 030 
1, 541 
111 
647 
158 
680 


23 Sf &8 
Pe Ne we 
ow on now 


2, 
1, 


mb 


COMBINED EMPLOYMENT AND UNEMPLOYMENT RELEASE: SEPTEMBER 1958 


This monthly “Combined Employment and Unemployment Re- 
lease” is being issued to provide an integrated picture of the em- 
ployment situation. The report summarizes the employment and 
unemployment statistics collected by the Department of Commerce 
and the Department of Labor. Additional details are included 
in supplementary reports issued by the Bureau of Employment 
Security in “Unemployment Insurance Claims,” the Bureau of 
Labor Statistics in “Employment, Hours, and Earnings,” and the 
Bureau of the Census in “the Monthly Report on the Labor Force.” 
For an explanation of these series, see the explanatory notes at- 
tached to this report. 


A significant improvement in the job situation in September was reported 
today by Secretary of Commerce Weeks and Secretary of Labor Mitchell. Un- 
employment fell by 600,000 to 4.1 million in September, a much larger than 
usual drop for this time of year. A sharp job pickup among adult men in 
nonfarm activities was chiefly responsible for reducing the unemployed total 
to its lowest level for the year thus far. 

Hiring was especially brisk in automobile plants and steel mills, and among 
producers of home appliances. In addition, there was the usual seasonal 
expansion in such staffs. However, because of the customary September with- 
drawal of students from the labor market and an early autumn lull in farm 
activity, total employment dropped by 700,000 to 64.6 million. 


389678—59—— 64 


5.6 | 
May 1958: | 
June 1958: | | 
July 1958 
1, 004 | 15 1,5 (4) 
August 1958: | | 
| | 
May 1958: | | 
le June 1958: 
July 1958: 
— August 1958: 
! No change, 
5. 
3. 
1. 
3. 
nt 
5.2 
0.5 
0.6 
3.9 
1.6 
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The continued pickup in manufacturing and the return of school employees 
kept total nonagricultural employment (census figures) close to its August 
peak, despite the withdrawal of more than a million students from summer 
jobs. At the same time, the number of employees on nonfarm payrolls (BLS 
figures )—excluding the self-employed, unpaid family workers, and domestics— 
rose by 550,000 to 51.1 million. These divergent movements always occur be- 
tween August and September and result mainly from different methods of 
counting persons on vacation. The BLS series—which does not count workers 
on unpaid vacations as employed—rises with their return to work. The census 
series counts vacationing workers as employed whether or not they are paid and 
is not affected by the late summer returns to work. 

Factory employment increased by 240,000 over the month to 15.7 million. As 
in recent months, the employment pickup in September was concentrated in the 
hard-hit durable goods industries, and was the largest gain recorded for any 
month since the low point in May. The rise in auto industry employment re- 
sulted from an early start on production of new models. Significant increases 
were also reported by producers of radios, TV sets and electronic equipment. 

Job changes in the nondurable goods sector and in industries other than man- 
ufacturing were mainly seasonal. State and local governments registered siz- 
able job increases with the start of the new school term. Employment also 
rose in retail trade with the usual autumn expansion in sales. Employment 
remaind at low levels in the mining and transportation industries. 

Weekly hours of work in manufacturing rose seasonally by 0.2 hours over the 
month to 39.8 hours as overtime work increased. The September workweek 
was almost back to the level of a year ago, but was about 1 hour below the 
September levels of 1955 and 1956. 

As a result of an increase in hourly earnings and a longer workweek, aver- 
age weekly earnings of factory production workers rose by 82 cents to $85.17 
for a new record. 

The seasonally adjusted rate of unemployment fell to 7.2 percent in Septem- 
ber from 7.6 percent a month earlier. In September a year ago, when unem- 
ployment was about 1.6 million lower than at the present time, the rate was 4.5 
percent. 

A major part of the 600,000 drop in unemployment between August and Sep- 
tember resulted from the hiring of adult workers. This was in contrast to the 
drop in August, which occurred entirely among students and recent graduates. 
The number of adult men (25 years and over) out of work fell by 300,000 to 
1.8 million in September, moving under the 2-million mark for the first time this 
year. On a seasonally adjusted basis, this was the first significant drop in 
unemployment among adult men since the recession began last year. 

At the same time, insured unemployment under the regular State programs— 
which includes few if any student jobseekers—dropped about 275,000 over the 
month to 1,950,000 in mid-September. All but four States showed a decline. 
The largest reduction (50,000) occurred in Michigan, followed by declines of 
25,000 to 30,000 each in New York, Ohio, and Pennsylvania. 

Preliminary estimates indicate that approximately 235,000 claimants ex- 
hausted their regular benefits in September, compared with 255,000 in August 
and 82,900 in September 1957. 

Insured joblessness under the temporary unemployment compensation pro- 
grams showed little change over the month, edging up by less than 5,000 to 
654,000. These are unemployed workers who have exhausted their benefit 
rights under the regular programs. By the end of August, over 50,000 claimants 
had received their final payments under the temporary benefit programs. 

Among all unemployed workers, the number out of work 15 weeks or longer 
fell by 200,000 over the month to 1.5 million, whereas this total is usually fairly 
stable at this time of year. This was the first seasonally adjusted-drop in-long- 
term unemployment since the number began rising late in 1957. Most of the 
decrease occurred among “hard goods” factory workers. 


Lab 


Pay 


Un 
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Employment and unemployment indicators 


1958 
September August 
Labor force figures (Census); ! 

Total labor force, including Armed Forces___..__.._..--._-_-.-----___- 71, 375, 000 72, 703, 000 
64, 629, 000 65, 367, 000 
58, 438, 000 58, 746, 000 
33, 695, 000 33, 337, 000 
Women 25 years and over 15, 916, 000 15, 387, 000 
Unemployed—total________ MS 4, 111, 000 4, 699, 000 

4s 1, 263, 000 1, 458, 
Men 25 years and over 1, 831, 000 2, 148, 000 
Women 25 years and over 1, 017, 000 1, 093, 000 
Seasonally adjusted unemployment rate 7 7.6 

Payroll employment statistics (BLS): 2 
‘Total employees in nonagricultural establishments.__________-_---.______- 51, 110, 000 50, 555, 000 
ONG 3, 897, 000 3, 899, 000 
Finance, insurance and real estate. .._.._........._...__--__.__.-______. 2, 384, 000 2, 411, 000 
Service and Wad 6, 447, 000 6, 450, 000 
A verage weekly hours of production workers in manufacturing industries 39.8 9. 6 
40.1 39.8 
39.5 39.3 
Insured unemployment (State), week ending— 

Sept. 13; Aug. 16 1, 953, 900 2, 231, 400 
Sept. 20; Aug. 23 1, 870, 900 2, 182, 300 


! Calendar week ending nearest 15th of month. 


2 Payroll period ending nearest 15th of month. August figures revised, September data preliminary. 
* Exelndes claims filed under the temporary unemployment compensation programs. (See text). 
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[U.S. Department of Commerce, Bureau of the Census, Current abor 
Foree, February 1959, Washington, D.C., Series P—57, No. 199] 


This report supplements the “Combined Employment and Unemployment” release issued 
jointly today by the Departments of Commerce and Labor. The joint release, issued as 
a press statement, summarizes the material oe in full detail in this report, along 
with related data from the Department of La 


THE MONTHLY REPORT ON THE LABor Force: JANUARY 1959 


(Seasonal adjustment: Seasonal adjustment factors are recomputed at the con- 
clusion of each year and revised ones issued for current use, if the pattern 
has changed significantly. Because the seasonal adjustment of unemployment 
for the summer months of 1958 presented special problems, a study is being 
made of several alternative methods. In the meantime, it has been decided 
to continue using the method and specific factors issued last year, as described 
on p. 6) 


Job changes between December and January were just about normal for this 
time of year, with the customary post-Christmas lull in retail trade and further 
cutbacks in outdoor work. Total civilian employment fell by 1.3 million over 
the month to 62.7 million in the week ending January 17, while unemployment 
rose by 600,000 to 4.7 million. The drop in employment was larger than the rise 
in unemployment because most of those leaving holiday-season jobs (mainly 
women) withdrew from the labor force without seeking other work. 

The largely seasonal developments during the last 2 or 3 months are in marked 
contrast to the sharp downtrend over this same period a year ago. At that 
time employment was moving downward not only in seasonal lines but also in 
“hard goods” manufacturing and other basic industries. The recent stability 
except for seasonal changes represents some slowdown, however, in the rate of 
recovery from the recession low point in employment. 

Agricultural employment dipped over the month to 4.7 million, one of the low- 
est levels on record in this long-time declining sector. Nonagricultural employ- 
ment accounted for the largest part of the seasonal job loss in January, falling 
by 1.1 million to 58 million. On a seasonally adjusted basis, there has been a 
substantial pickup in nonfarm jobs since the low point in economic activity last 
spring. The January level, however, was no higher than in the first quarter of 
1957, despite continued growth in the population of working age since that time. 


TaBLe A.—Summary of estimates: January 1959 and January and December 1958 
(Thousands of persons 14 years of age and over] 


Net change 
Jan. | Dee. Jan. 
Employment status 11-17, 7-18, 12-18, Dec. 
1959 1958 1958 1958- Jan. 
Jan, 1958-5y 
1959 
Total noninstitutional population. --........--- 122,724 | 122,609 | 121,325 +115 +1, 399 


Total labor force, including Armed Forces --| 027 70, 701 69, 379 —674 +648 
force... 67,430 68, 081 66, 732 —651 +698 
EE 62, 706 63, 973 62, 238 —1, 267 +468 

4, 693 4, 871 4, 998 —178 —305 

No grculiaral industries...__.......---__-- 58, 013 59, 102 57,240 | —1,089 +773 

37, 981 38, 464 37, 646 —483 +335 

20, 20, 638 19, 594 — 606 +438 

3, 282 2, 902 3,141 +380 +141 

1, 442 1, 206 1, 353 +236 +89 
52, 697 51, 909 51, 947 +788 +750 

Seasonally adjusted rate of 60 6.1 
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The seasonally adjusted unemployment rate remained virtually unchanged at 
6 percent, that is, the jobless increase was about average for January. This 
marked the second consecutive month in which this rate did not register a 
significant decline. From April through November of 1958, the rate dropped from 
7% percent to 6 percent, as the total unemployed fell by about 1 million from 
peak recession levels after allowance for seasonal variations. 

The seasonal rise in unemployment this January was only half as large as a 
year earlier, when the jobless total moved up by 1.1 million for the biggest in- 
crease in any single month during the recession. Moreover, in further contrast 
to the situation in early 1958, about one-fifith of the net additions to the unem- 
ployed this year came from manufacturing industries as compared with two- 
fifths in January 1958. 

The number of usual full-time workers on part time because of slack work or 
other economic reasons rose by 175,000 to 1,250,000, about the same increase as 
in the beginning of 1956 and 1957. In January 1958, however, this “economic 
part-time” group climbed by some 650,000 to 1,950,000, or close to its recession and 
postwar peak. 

This report, released today by Robert W. Burgess, Director, Bureau of the 
Census, Department of Commerce, is based on the Bureau’s Current Population 
Survey. The estimates are based on a sample and are subject to sampling varia- 
bility ; see explanation beginning on page 8. 


LABOR FORCE 


The total labor foree—including the civilian employed, the unemployed, and 
the Armed Forces—was estimated at 70 million for the week ending January 17, 
down by 700,000 from December. This reduction resulted from the withdrawals 
of housewives and other temporary workers from holiday season jobs. The 
December-January drop in the labor force was less than that recorded in the two 
previous years, but fairly close to the average decline at this time of year during 
the postwar decade as a whole. 

The total labor force was about 600,000 larger than at the start of 1958. Al- 
though this overall growth was not especially large in relation to the long-range 
trend, changes among the various age-sex groups in the population indicated a 
continuation of the more persistent postwar developments in 1959. For example, 
middle-aged women (45 to 64 years) continued to account for a dispropertionate 
part of labor force growth. They represented only 10 percent of the laber force 
but two-thirds of the increase from January 1958 to January 1959. The rate of 
participation for these women (proportion of their population in the labor force) 
stood at 43 percent in January 1959 as compared with 41 percent a year earlier. 
At the same time, both the number and the proportion of men past 65 who were 
employed or seeking work continued to decline. 
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EMPLOYMENT AND HOURS OF WORK 


Employment fell by 1.3 million to 62.7 million in January, about in line with 
seasonal expectations. Job changes within most major industrial sectors were 
also about seasonal, with the exception of construction where the cutbacks were 
smaller than normal for January. In part, this was due to the fact that large 
numbers Of layoffs had already occurred in December when the weather was un- 
usually severe. 

The employed total has now declined by 2.7 million from its seasonal peak last 
summer, mainly reflecting the usual midyear to yearend contraction in the farm 
work force. The drop in nonfarm employment was less than usually occurs over 
this period, however. Among the various industrial sectors that compose non- 
farm employment, some have continued a moderate growth despite the recession 
while others have shown rather slow recovery from earlier cutbacks. The former 
pattern is best exemplified by the service industries and State and local govern- 
ments which were at peak levels for the month in January 1959; the latter, by 
manufacturing and allied sectors which were still below prerecession levels. 


TABLE B.—Persons employed in nonagricultural industries, by hours worked 
during the survey week; January 1959 and January and December 1958 


[Thousands of persons 14 years of age and over] 


Hours worked, usual status, and reason working part time Jan, 11-17, Dee. 7-13, Jan. 12-18, 
1959 1958 1958 

17, 080 18, 343 16, 129 
28, 064 28, 732 28, 638 
Usually work full time at present job_-__...--..------ 3, 300 3, 244 4, 021 
Worked part time for economic reasons- - - -------- 1, 255 1, 080 1, 953 
Worked part time for other reasons-_-_-..---------- 2,045 2, 164 2, 068 
Usually work part time at present job______._.------- 6, 867 7,029 6, 444 
Worked part time for economic reasons. - - ---- 1, 215 1, 256 1,116 
Worked part time for other reasons__._....._- 5, 652 5, 773 5, 328 
Average hours for persons at work. ....................----..- 40.1 40.4 39.8 
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The average nonfarm workweek fell from 40.4 to 40.1 hours, a customary 
turn-of-the-year development. The percentage of hard-goods factory workers 
on overtime dipped to 20 percent, in line with the seasonal slowdown, follow- 
ing a fairly steady rise from the recession low point of 22 percent in December. 
The easing of business activity was also responsible for the moderate increase 
of 175,000 to 1,250,000 in the number of usual full-time workers on reduced 
workweeks because of economic factors. 

Job absences and lost working time resulting from bad weather, usually 
at a peak during the January-February period, were no greater than in Decem- 
ber. The January survey week this year preceded the period of extremely 
cold weather which spread over most of the Nation during the remainder of 
the month. On the other hand, weather conditions in the December week were 
abnormally severe for that time of year. 


UNEMPLOYMENT 


Both the total unemployment rates and the rates in most major industry 
groups in January 1959 were either about the same as, or slightly higher than, 
at the beginning of 1958. The important exception was durable goods manufac- 
turing, where 8 percent of the workers were out of jobs this January as compared 
with 10 percent a year earlier. At this time last year, hard goods factory layoffs 
were much greater than seasonal, and unemployment was just beginning to 
spread to other types of activities. In the early part of 1957 prior to the down- 
turn, the unemployment rate among hard-goods workers had ranged between 
4 and 5 percent. Among the durable goods industries, some of the largest im- 
provements since last January were recorded in two especially hard hit sectors— 
primary metals (steel, ete.) and automobiles. The unemployment rates for 
these and other industry groups are presented in table C below. 

The number unemployed for 15 weeks or longer was virtually unchanged 
over the month at 1.4 million in January. This interrupted, at least temporarily, 
a persistent downtrend since last summer, which had reduced the size of this 
group by about 600,000 or 30 percent more than would have resulted from 
seasonal changes alone. 

The charts on page 4 show the total unemployment rate and the percent of 
the civilian labor force made up of persons jobless for 15 weeks or more over 
the past three recessions (adjusted for seasonal variation). According to both 
measures, the 1957-58 recession was more severe than either of the two pre- 
vious ones. In terms of long-term unemployment, 3 percent of the work force 
(representing roughly 2 million persons) were out of work 15 weeks or longer 
at the 1958 trough in business activity. This compares with only 1% to 2 
percent of a smaller labor force in the earlier downturn (about 1 million per- 
sons). In part, this difference resulted from the generally larger pool of long- 
term jobless existing at the start of the 1957-58 downturn as compared with 
the two earlier periods. This group had never quite returned to earlier post- 
war levels even during the period of vigorous business expansion following 
the 1953-54 downturn. 

In January 1959, about three-fifths of those unemployed 15 weeks or longer 
were men between the ages of 20 and 64, and these largely full-time labor force 
members generally constitute half to three-fifths of the long-term jobless even 
in more prosperous periods. Within the 20-to-64-year group, one result of the 
recession was a shaper increase in long-term unemployment among younger 
adults—presumably because of lower seniority rights—than amopg those in the 
middle-age groups. 
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Tanhs C.—Unemployment rates for nonfarm wage-.and salary workers, by major 
industry group: January 1957-59 


[Percent of labor force in industry who were unemployed; not adjusted for seasonality] 


Industry group 1959 1958 1957 


Primary metal industries- 
Fabricated metal 
Machinery, except electrical. 


Arperel and other finished textile products. 
ther nondurable goods industries__-____..___....--.------------- 
Transportation, communication, and other public utilities___..........--- 

Other transportation 

Communications and Public ‘utilities... 
Wholesale and retail 
Service industries 


NN SON SOON | nN 
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SEASONAL ADJUSTMENT OF LABOR FORCE STATISTICS 


Employment and unemployment—like most other measures of economic ac- 
tivity—are subject to appreciable seasonal variations, that is, fluctuations which 
recur fairly regularly at certain times of the year. In recent years, procedures 
for calculating seasonal adjustment factors and seasonally adjusted data on 
the Bureau’s electronic computers have been successfully applied to the employ- 
ment and unemployment statistics published in this report. 

The seasonal adjustment method programed for the etectronic computers is 
an elaboration of the standard ratio-to-moving-average method, with a provision 
for “moving” adjustment factors to take account of changing seasonal patterns. 
Even since World War II, seasonal patterns in several major employment series 
have changed appreciably. A number of refinements have already been added 
to the original program prepared in 1954, and the method will be further revised 
if warranted on the basis of future study and experience. Tests show that in 
its present form it yields seasonal adjustment factors of a high quality for most 
time series. A detailed description and illustration of the method appears in 
appendixes IT and III of Current Population Reports, series P—50, No. 82, “Sea- 
sonal Variations in the Labor Force, Employment, and Unemployment.” 

Seasonal adjustment factors for the major components of the labor force to 
be applied specifically to the data for 1957 and later are shown in table D. These 
factors are consistent with the definitions of employment and unemployment 
adopted in January 1957. In computing the factors, the pre-1957 data were 
adjusted insofar as possible to reflect the changes in definitions. In accord- 
ance with the Bureau’s policy, the factors are recomputed at the conclusion of 
each calendar year, but those in current use are ordinarily replaced only if a 
significant change in seasonal patterns is indicated. 

Different factors would have been used in adjusting the published series based 
on the definitions in effect prior to 1957. For major components of the labor 
force, these factors are provided in table D of series P50, No. 82. 

The factors presented in this report represent approximations of the seasonal 
component in each of the series shown, and describe the direction and relative 
magnitude of the seasonal changes during the year. Differences from 100 per- 
cent in the factors for a given month represent normal deviations from the annual 
average in that month. The factors are frequently used to seasonally adjust the 


ry 
W- 
ed 
ly 
n- 
ly 
of 
re 
ry 
n, | 
| 
Ts 
to 
on 
n- 
or 
ad 
is 
m 
of 
er 
th 
e- 
ce 
er 
2 
g- 
th 
1g 
er 
ce 
1e 
er 
1e 


996 UNEMPLOYMENT COMPENSATION 


original series, that is, to derive series from which seasonal fluctuations have 
been removed insofar as possible. 

The only seasonally adjusted statistic regularly presented in this report is 
the unemployment rate in tables A and 1 (unadjusted rate also shown in tables 
land2). Other monthly estimates may be seasonally adjusted by dividing them 
by the corresponding adjustment factor for that month. For example, total 
civilian employment was estimated at 62,311,000 in March 1958 while the adjust- 
ment factor for total employment for that month (table D) is 97.7. Dividing the 
original estimate by the factor yields a seasonally adjusted employment figure 
for that month of 63,778,000. One way of describing that figure is to state that, 
on an annual average basis, total employment was at 63.8 million in March 
1958. 

Seasonally adjusted estimates, like the original data on which they are based, 
are subject to sampling variability as well as response errors and biases. No 
specific computations have as yet been made to measure the sampling variability 
of the seasonally adjusted data, but it probably is not much different from that 
of the unadjusted figures (see tables E to G). For the seasonally adjusted rate 
of unemployment, changes from month to month would have to be almost two- 
tenths of 1 percent before they could be regarded as statistically significant at 
the two-thirds confidence interval, one standard error). 

In evaluating deviations from the seasonal pattern—that is, changes in a sea- 
sonally adjusted series—it is also important to note that seasonal adjustment 
is merely an appropriation based on past experience. Furthermore, nonseasonal 
changes may be secular, cyclical, or irregular, or any combination of these 
fluctuations. Secular growth is exemplified by the expansion of the Nation's 
labor force over time as the population of working age continues to increase. 
Irregular phenomena, such as weather conditions, the timing of the survey week 
in relation to peak activity, strikes, etc., may cause departures from average 
seasonal expectations. 


TABLE D.—Scasonal adjustment factors for the labor force and its major 
components to be used for 1957 and later 


{Applicable to figures based on definitions adopted in 1957] 


Employment Unemployment 
Civilian | | 
Month labor | Nonagri- 
force Total | Agricul- | cultural Total Rate ! 
ture indus- 
| tries 
97.6 96.8 80.7 | 98.7 114.3 | 116.9 
97.6 96. 9° 81.6 | 98.8 113.2) 115.7 
98. 2 97.7 85.8 99.1 108. 3 110, 2 
98.7 98.7 93.5 99.3 99.0 100.3 
100.1 100. 2 106. 1 99.5 98.5 98.6 
102. 6 102.0 118.7 100. 1 116.0 113.4 
103. 0 102.9 117.2 100.9 105. 5 102. 6 
10L.8 102.4 110.8 101.4 89.6 88. 1 
100.5 101.3 111.6 | 100.3 83.1 82.5 
100.8 101.8 112.7 | 100. 6 78.5 77.8 
100.1 100.3 97.0. 100.7 95. 5 95.0 
99.3 99.3 84.4 100.9 98. 6 | 99. 0 


1 Unemployment as percent of civilian labor force. 
DEFINITIONS AND EXPLANATIONS 


Population coverage.—Except as otherwise specified, the data presented in this 
report relate to the civilian noninstitutional population of the United States 14 
years of age and over which comprises all civilians living within the continental 
United States except inmates of penal institutions, homes for the aged, infirm, 
and needy, mental institutions, tuberculosis sanitariums, and similar places. 
A few of the.tables include members of the Armed Forces as part of the cate- 
gories “Total noninstitutional population” and “Total labor force.” 
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Source of data.—The estimates are based on data obtained monthly in the 
current population survey of the Bureau of the Census. The current sample 
design, instituted in May 1956, is spread over 330 areas comprising 638 counties 
and independent cities, with coverage in each of the 47 States and the District of 
Columbia. Approximately 35,000 households are interviewed each month. An- 
other 1,500 occupied units, on the average, are visited but interviews are not ob- 
tained because the occupants are not found at home after repeated calls or are 
unavailable for some other reason. There are also about 5,500 sample units in 
an average month which are visited but are found to be vacant or otherwise not 
to be enumerated. The previous sample design, in use from January 1954 
through April 1956, was spread over 230 sample areas comprising 453 counties 
and independent cities. Data on the Armed Forces are obtained from the De- 
partment of Defense. 

Survey week.—Beginning with data for July 1955, the estimates relate to the 
calendar week (Sunday through Saturday) which contains the 12th of the month. 
For prior months, data relate to the calendar week containing the 8th of the 
month. 


Employment status concepts 


Employed.—Employed persons comprise those who, during the survey week, 
were either (@) at work, those who did any work for pay or profit, or worked 
without pay for 15 hours or more on a family farm or business; or (b) with a 
job but not at work, those who did not work and were not looking for work but 
had a jb or business from which they were temporarily absent because of vaca- 
tion, illness, industrial dispute, or bad weather, or because they were taking time 
off for various other reasons. Proir to 1957, the statistics also included in the 
group “with a job but not at work” persons on layoff who had definite instruc- 
tions to return to work within 30 days of the date of layoff—now classified as 
unemployed—and persons waiting to report to new wage and salary jobs sched- 
uled to start within the following 30 days, now classified either as unemployed 
or (if in school during the survey week) as not in the labor force. 

Unemployed.—Unemployed persons include those who did not work at all 
during the survey week and were looking for work. Also included as unem- 
ployed are those who did not work at all during the survey week and— 

(a) Were waiting to be called back to a job from which they had been 
laid off: or 
(b) Were waiting to report to a new wage or salary job scheduled to start 
within the following 30 days (and were not in school during the survey 
week) ; or 
(c) Would have been looking for work except that they were temporarily 
ill or believed no work was available in their line of work or in the 
community. 
Prior to 1957, part of group (a) above—those whose layoffs were for definite 
periods of less than 30 days—were classified as employed (with a job but not at 
work) rather than as unemployed, as were all of the persons in group (0) above 
(waiting to start new jobs within 30 days). 

Labor force.—The civilian labor force comprises the total of all civilians classi- 
fied as employed or unemployed in accordance with the criteria described above. 
The total labor force also includes members of the Armed Forces stationed either 
in the United States or abroad. 

Not in labor force.—All civilians 14 years of age and over who are not classi- 
fied as employed or unemployed are defined as “not in labor force.” These per- 
sons are further classified as “engaged in own home housework,” “in school,” 
“unable to work” because of long-term physical or mental illness, and “other.” 
The “other” group includes for the most part retired persons, those reported as 
too old to work, the voluntarily idle, and seasonal workers for whom the survey 
week fell in an “off” season and who were not reported as unemployed. Persons 
doing only incidental unpaid family work (less than 15 hours) are also classi- 
fied as not in labor force. Since January 1957, the category “not in labor force, 
in school,” includes a small group formerly classified as employed (with a job 
but not at work), namely, persons attending school during the survey week who 
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had new jobs to which they were scheduled to report within 30 days. Persons— 
whether or not attending school—who had new jobs not scheduled to begin until 
after 30 days (and not working or looking for work) are classified as not in labor 
force under both the new and old definitions. 

Occupation, industry, and class of worker.—Occupation, industry, and class- 
of-worker data apply to the job held in the survey week. Persons with two or 
more jobs are classified in the job at which they worked the greatest number 
of hours. 

The major occupation groups used here are the same as those used in the 1950 
census of population. The categories shown within some of the major groups 
are either detailed occupations or combinations thereof. The composition of these 
groups is available upon request from the Bureau of the Census. 

The industry groups used here are mainly major groups used in 1950 
census of population. The composition of the major industry groups is shown in 
volume II of the 1950 census of population. 

The class-of-worker breakdown specifies ‘““‘wage and salary workers,” subdivided 
into private and government workers. “self-employed workers,” and “unpaid 
family workers.” Wage and salary workers receive wages, salary, commission. 
tips, pay in kind, or piece rates from a private employer or from a governmental 
unit. Self-employed workers have their own business, profession, or trade, or 
operate a farm, for profit or fees. Unpaid family workers work without pay on 
a farm or in a business operated by a member of the household to whom they ure 
related by blood or marriage. 

Hours of work.—The statistics on hours of work relate to the actual nuinber 
of hours worked during the survey week. For persons working in more than one 
job, these figures relate to the number of hours worked in all jobs during the week. 
Average hours is an arithmetic mean computed from a distribution of single 
hours of work. Persons with jobs but not at work during the survey week are 
excluded from the computations. 

Persons designated as working “full time’ are those who worked 35 hours or 
more in the survey week ; those designated as “part time” are persons who worked 
between 1 and 34 hours. Part-time workers are further classified by their usual 
status at their present job (either full time or part time) and by their reason for 
working part time during the survey week (economic or other reasons). “Eco- 
nomic reasons” include: Slack work, material shortages, repairs to plant or 
equipment, start or termination of job during the week, and inability to find full- 
time work. “Other reasons” include labor dispute, bad weather, own illness, 
vacation, demands of home housework, school, etc., no desire for full-time work, 
full-time worker only during peak season, and other such reasons. 

Duration of unemployment.—The duration of unemployment represents the 
length of time (through the current survey week) during which persons clas- 
sified as unemployed had been continuously looking for work or would have been 
looking for work except for temporary illness, or belief that no work was available 
in their line of work or in the community. For persons on layoff, duration of 
unemployment represents the number of full weeks since the termination of their 
most recent employment. 

Comparability with related data.—The employment data shown here were 
obtained by interview with occupants of household and will differ from employ- 
ment data based on reports from individual business establishments and farms. 
“The Monthly Report on the Labor Force” provides information about the work 
status of the whole population, without duplication. Persons employed at more 
than one job are counted only once as employed, and are classified according to 
the job at which they worked the greatest number of hours during the survey 
week. Estimated based on report from business establishments and farms, on 
the other hand, count more than once persons who work for more than one estab- 
lishment. Differences will also arise from the fact that other estimates, unlike 
those presented here, generally exclude private household workers, unpaid family 
workers, and self-employed persons, and may include workers less than 14 years 
of age. In addition, persons with a job but not at work are included with the 
employed in the estimates shown here, whereas only part of this group is likely 
to be included in employment figures based on establishment payroll reports. 
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UNEMPLOYMENT COMPENSATION 999 
— For a number of reasons, the unemployment estimates of the Bureau of the 
til Census are not directly comparable with the published figures for unemploy- 
or ment compensation claims or claims for veterans’ readjustment allowances. 
In the first place, certain persons such as private household workers and State 
38- and local government workers are usually not eligible for unemployment com- 
or pensatian. Also, the qualifications for drawing unemployment compensation 
er differ from the definition of unemployment used by the Bureau of the Census. 
For example, persons with a job but not at work and persons working only a 
D0 few hours during the week are sometimes eligible for unemployment compen- 
ps sation, but are classified by the Bureau as employed. Furthermore, some per- 
se sons may be reported as not looking for work even though they might consider 
themselves available for jobs and be eligible for unemployment compensation. 
a0) Rounding of estimates.—Individual figures are rounded to the nearest thou- 
in sand without being adjusted to group totals, which are independently rounded. 
Percentages are based on the rounded absolute numbers. 
ad Reliability of estimates.—Since the estimates are based on a sample, they 
id may differ somewhat from the figures that would have been obtained if a 
n. complete census had been taken using the same schedules, instructions, and 
at enumerators. As in any survey work, the results are also subject to errors of 
or response and reporting. These may be relatively large in the case of persons 
yn with irregular attachments to the labor market. 
re The standard error is primarily a measure of sampling variability, that is, 
the variations that might occur by chance because only a sample of the popu- 
er lation is surveyed. As calculated for this report, the standard error also 
1e partially measures the effect of response and enumeration errors, but does not 
k. reflect any systematic biases in the data. The chances are about 68 out of 100 
le that an estimate from the sample would differ from a complete census by less 
re than the standard error. The chances are about 95 out of 100 that the differ- 
ence would be less than twice the standard error and about 99 out of 100 that 
or it would be less than 2% times as large. 
ad The estimates of standard errors shown in the following tables are approxi- 
a] mations for the 330-area sample. Corresponding figures for the 230-area sample 
or may be found in previous reports in this series. (See Current Population Re- 
0- ports, Series P-57, No. 16.) Table E shows the average estimates of standara 
or errors for the major employment status categories. The figures presented in 
3. Table F are to be used for other characteristics and are approximations of the 
S, standard errors of all such characteristics. In order to derive standard errors 
k, which would be applicable to a wide variety of labor force items and could be 
prepared at a moderate cost, a number of approximations were required. As 
1e a result, table F should be interpreted as providing an indication of the order 
s- of magnitude of the standard errors rather than as the precise standards error 
n for any specific item. 
- TABLE E.—Standard error of major employment status categories 
ir 

Standerd error Standard error 
fe Employment status and sex of monthly | of month-to- 
y- level | month change 
‘k ROTH SEXES 

LO Employed in nonagricultural industries. 280, 000 150, 000 
MALE 
ly Employed in nonagricultural industries -____-...------------------------ 180, 000 120, 000 
1e FEMALE 
Employed in nonagricultural industries 180, 000 100, 000 
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TasBLe F.—Standard error of level of monthly estimates 


| Both sexes } Male Female 
Size of estimate | eda 
Total or | Nonwhite | Total or | Nonwhite | Totalor | Nonwhite 
white | white white 

| 

| 
| 5, 000 5, 000 | 7, WOO 5, 000 5, 000 5, 000 
11, 009 10, 000 14, 000 10, 000 10, 000 10, 000 
8 Me ieebebs aad 15, 900 14, 000 | 20, 000 14, 000 14, 000 14, 000 
abi j 24, 000 21, 000 31, 000 21, 000 22, 000 21, 000 
tae SE RS ACRE | 34, 000 30, 000 43, 000 30, 000 31, 000 30, 000 
oe ee ee 48, 000 49, 000 60, 600 40. 000 45, 000 40, 000 
ee FRE ie Seen | 75, 000 50, 000 90, 000 50, 000 70, 000 50, 000 


The standard error of the change in an item from one month to the next month 
is more closely related to the standard error of the monthly level for that item 
than to the size of the specific month-to-month change itself. Thus, in order to 
use the approximations to the standard errors of month-to-month changes as 
presented in table G, it is first necessary to obtain the standard error of the 
monthly level of the item in table F, and then find the standard error of the 
month-to-month change in table G corresponding to this standard error of level. 
It should be noted that table G applies to estimates of change between 2 consecu- 
tive months. Changes between the current month and the same month last year, 
or between 2 other nonconsecutive months, will generally be subject to somewhat 
greater sampling variability than is indicated in table G. 

Iliustration.—Assume that the tables showed the total number of persons work- 
ing a specific number of hours, as 15 million, an increase of 500,000 over the 
previous month. Linear interpolation in the first column of table F shows that 
the standard error of 15 million is about 160,000. Consequently, the chances are 
about 68 out of 100 that the figure which would have been obtained from a 
complete count of the number of persons working the given number of hours 
would have differed by less than 160,000 from the sample estimate. Using the 
160,000 as the standard error of the monthly level in table G, it may be seen that 
the standard error of the 500,000 increase is about 135,000. 


Tas_e G.—Standard error of estimates of month-to-month change 


Standard error of month-to- 
month change 


Standard error of monthly level 


Estimates 

relating to 
agricultural 
employment 


All estimates 
except those 
relating to 
agricultural 
employment 
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The statistics by age and sex in table 2 are generally subject to smaller sam- 
pling variability than would be indicated by reference to tables F and G. The 
reductions are particularly large for estimates amounting to a substantial part 
of the total population in the specific age-sex category (for example, the number 
of males in the labor force in most age groups). For estimates comprising small 
nite proportions of the total population (such as the unemployed or certain categories 
of the group not in the labor force) the standard errors in tables F and G con- 
stitute satisfactory approximations. 


oe The reliability of an estimated percentage, computed by using sample data 
000 for both numerator and denominator, depends upon both the size of the percent- 
, 000 age and the size of the total upon which the percentage is based. Estimated per- 
dee centages are relatively more reliable than the corresponding absolute estimates 
000 of the numerator of the percentage, particularly if the percentage is large (50 
— percent or greater). 
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TasBLe 5.—Employment status of the civilian noninstitutional population, by color 
and sea, for the United States: Week of Jan. 11-17, 1959 


(Thousands of persons 14 years of age and over] 


White Nonwhite 
Employment status 
Both Male Female Both Male Female 
sexes sexes 
Civilian noninstitutional popula- 
108, 022 51, 584 56, 439 12, 105 5, 674 6, 431 
Civilian labor force. ..............-.....-- 60, 234 40, 985 19, 248 7, 196 4, 431 2, 765 
Percent of population__...........-- 55.8 79.5 34.1 59.4 78.1 43.0 
_ |S i ee ee 56, 481 38. 337 18, 144 6, 225 3, 798 2, 427 
ODOT AE 4, 054 3, 585 471 639 569 70 
Nonagricultura! industries__-_-_-- 52, 428 34, 753 17, 675 5, 585 3, 228 2, 357 
i eR ae 3, 753 2, 649 1, 104 971 633 338 
Percent oi civilian labor force - - ----- 6.2 6.5 5.7 13.5 14.3 12.2 
a eee 47, 788 10, 598 37, 190 4, 909 a 3. 666 


Tas_Le 6. Employment status of the male veterans of World War IT in the civil- 
ian noninstitutional population, for the United States: Week of Jan. 11-17, 


1959 
Employment status: 


{In thousands] 


Totel male veterans of World War 


Civilian labor force 
Employed__ 


Nonagricultural industries 


Not in labor force, total__- es 


Number 
14; 486 
14, 097 
18, 362 

576 
12, 786 

735 


389 


TABLE 7.—Employed persons, by type of industry class of worker, and sea, for 
the United States: Week of Jan. 11-17, 1959 


[Thousands of persons 14 years of age and over] 


Class of worker Both sexes Male Female 
ack 1, 227 1,114 113 
Nonagricultural industries____ 58, 013 37, 981 20, 032 
age and salary workers. 51, 458 33, 054 18, 404 
In private households_.. 2, 316 169 2, 147 
Government workers. - 7, 806 4, 724 3, 
Other wage and salary workers 41, 335 28, 160 13, 175 
Self-employed workers----....-.--- 5, 972 4, 856 1, 116 
584 72 512 


TABLE 
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-olor TaBLE 8.—Employed persons with a job but not at work, by reason for not working 
and pay status, for the United States: Week of Jan. 11-17, 1959 


[Thousands of persons 14 years of age and over] 


Nonagricultural industries 
male Reason for not working Total wank Wage and salary workers 
Number Percent paid 
sa Total with a job but not at work_._______ 2, 086 1, 801 1,415 35.8 
Dod 322 239 146 4.1 
2, 357 952 859 751 37.9 
338 by 486 388 248 14.9 
12,2 
3. 666 


Note.—Persons on temporary (less than 30-day) layoff and persons scheduled to start new wage and salary 
— jobs within 30 days no longer included in the category ‘with a job but not at work.’’ These groups num- 
bered 139,000 and 90,000, respectively, in January. 


ivil- 
17, TABLE 9.—Persons at work, by hours worked, type of industry, and class of 
worker, for the United States: Week of Jan. 11-17, 1959 
mber 
486 Agriculture Nonagricultural industries 
097 Hours-worked during the | 
362 survey work Total Wage |Self-em-| Unpaid Wage |Self-em-| Unpaid 
576 Total | and | ployed | family | Total and | ployed | family 
ron salary | workers workers salary | workers} workers 
bbs workers workers 
730 
389 Number at work 
thousands__| 60,620 | 4,408 | 1,178] 2,599 56,212 | 50,038 | 5, 590 584 
for 100.0 100.0 100. 0 100.0 100. 0 100.0 100.0 100.0 100.0 
19.5 37.1 38.9 30.0 63.2 18.1 17.7 19.7 40. 2 
6.3 11.4 17.2 11.6 5.8 5.7 
5.1 12.5 9.3 8.3 36.1 4.5 4.3 4.9 22.3 
——_ 4.2 8.8 6.6 6.1 23. 5 3.8 3.8 3.4 9.6 
4.0) 44 40/ 36/ 39/ 33 8.4 
48.9 15.6 16.3 16.0 12.8 51.5 55.3 20.7 21.9 
— 6.1 8.3 5.4 9.1 10.8 5.9 6.1 3.9 8.7 
0, 572 42.8 7.3 10.9 6.9 45.6 49.2 16.7 13. 2 
its 31.6 47.3 44.8 54.0 23.9 30.4 27.0 59.7 37.7 
539 7.8 7.7 7.9 8.0 5.9 7.9 8.0 6.6 4.1 
113 7.1 68] 52) 72] 72) 80 4.5 
85 16.7 34.5 30.1 40.8 16.6 15.3 11.8 45.1 29.1 
342 5.7 8.2 8.7 8.9 4.0 5.5 4.9 11.1 7.2 
0, 032 2.4 4.4 5.2 4.6 2.1 2.2 2.0 4.2 2.6 
8° 404 4.6 8.9 6.5 11.4 3.5 4.3 3.1 14.7 9.2 
2 147 70 hours or more - - -- 4.0] 13.0 9.6} 16.0 7.1 3.2 1.8) 15.1 10.1 
082 Average (mean) hours... 40.1 41.0} 386) 441 32.7} 40.1 39.2) 47.3 40.6 
3, 175 
1, 116 
512 


| 
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TasLe 10.—Persons at work in nonagricultural industries, by full-time or part- TAB 
time status, by age and sex, for the United States: Week of Jan. 11-17, 1959 tii 
[Percent distribution] 
Worked 1 to 34 hours during survey week 
Usually work | Usually work 
full time on part time for— 
Total present job 35 to 40 41 Average 
Age and sex at hours | hours | (mean) 
work | Total ormore, hours 
Part Part 
time (time for| Eco- | Other 
for eco-| other | nomic | reasons 
nomic | reasons | reasons 
reasons 
100.0 18.1 2.2 3.6 2.2 10.1 51.5 30.4 40.1 
100.0 13.1 2.2 4.0 1.4 5.5 | 50.8 36.1 42.2 Male 
100.0} 8&8) 212] 21] 85) 7.2] 40 16.0 
100.0 22.1 2.7 4.0 2.8 12.6 47.7 30.1 38.6 
100.0 8.7 2.2 3.8 9 1.8 53.0 38.4 43.5 
100.0 8.4 2.4 4.1 1.0 a 52.1 39.5 44.1 
100.0; 86) 19] 40] 1.3 1.4] 53.5] 37.9 43.9 Male 
°100.0 11.0 2.3 4.5 3.7. 2.5 54.8 34.2 42.9 Fem: 
100.0 31.4 2.2 3.8 3.4 22.0 36.8 31.9 37.3 
100.0 27.5 2.2 3.0 3.5 18.8 52.9 19.6 35.9 — 
100.0 87.3 3 1.5 3.4 82.1 8.7 4.0 13.9 
100.0 20.7 2.1 2.5 2.6 13.5 63.3 15.9 36.3 TAR 
100.0 24.3 2.9 3.5 3.6 14.3 57.1 18.6 36.5 
100.0 25.4 2.9 3.5 3.4 15.6 54.8 19.8 36.9 
100.0 24.0 1.9 3.1 3.7 15.3 53.2 22.8 37.8 
100.0 27.8 1.7 2.7 4.0 19.4 49.0 23.2 36.8 
100.0 46.5 1.2 1.2 5.1 39.0 29. 5 23.9 33.0 ao 
Tas_eE 11.—Persons at work in nonagricultural industries, by full-time or part- 
time status, by marital status and sez, for the United States: Week of Jan. 
11-17, 1959 
[Percent distribution] 
Ma 
Worked 1 to 34 hours during survey week 
Usually work | Usually work 
full time on part time for— 
Total present job 35to40| 41 Average 
Marital status and sex at hours | hours | (mean) 
work | Total ormore| hours = 
Part Part |. 
time |time for} Eco- | Other Agri 
for eco-| other | nomic | reasons Noni 
nomic | reasons! reasons t 
reasons Ce 
100 13.1 2.2 4.0 1,4 5.5 50.8 36. 1 42.2 
100 31.4 1.9 3.2 2.9 23.4 47.0 21.6 34.9 
Married, wife present---._- 100 9.5 2.2 4.0 1.1 2.2 51.5 38.9 43.6 ‘ 
100 19.0 3.8 5.8 3.0 6.4 50.1 30.9 40.5 
WwW 
ee 100 27.5 2.2 3.0 3.5 18.8 52.9 19.6 35.9 1 
Se 
Ee ee 100 27.1 1.3 2.1 2.4 21.3 55.9 17.1 34.4 
Married, husband present_ 100 28.6 2.6 3.2 3.1 19.7 52.6 18.8 36.0 
100 25.3 2.2 3.7 6.0 13. 4 50.1 24.6 37.5 


1 Includes separated, widowed, and divorced persons. Al 
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rt. TABLE 12.—Persons at work in nonagricultural industries, by full-time or part- 
9 time status, by color and sea, for the United States: Week of Jan. 11-17, 1959 

{ Percent distribution] 


Worked 1 to 34 hours during survey week 


Usually work | Usually work 
full time on part time for— 


— Total present job 35to40| 41 | Average 
) Color and sex at hours | hours | (mean) 
rs work | Total or more} hours 
Part Part 
time jtime for} Eco- | Other 
for eco-| other | nomic | reasons 
nomic | reasons | reasons 
reasons 
White... ---| 10.0] 17.0] 212] 34] 215] 100] 51.5] 31.4 40.4 
100.0} 125] 20| 37 1.2] 56] 50.3] 37.2 42.6 
38 6 PO itediasnkidcnsaion 100.0 26.3 2.2 3.0 2.32 18.9 53.9 19.8 36. 2 
100.0) 27.6} 37| 8&2] 51.4] 21.0 36.5 
100.0} 20.6} 4.4 7.0 46} 46| 561| 233 38.7 
37.3 kn 100.0 37.1 2.8 3.3 13.2 17.8 45.1 17.8 33.5 
35.9 
13.9 
oe TABLE 13.—Wage and salary workers, by full-time or part-time status, by major 
36,9 industry group, for the United States: Week of Jan. 11-17, 1959 
37.8 
36.8 [Percent distribution] 
33.0 
— 1 to 34 hours 41 hours or more 
rt- 
mn Usually Usually 
c work full | work part 
time on time for— 
Total present job 35 to 
—. Major industry group at 39 40 
work hours} hours 4lto; 48 49 
Total) Part | Part Total} 47 | hours! hours 
time | time | Eco- | Oth- hours or 
for for |nomic| er more 
eco- | oth- | rea- | rea- 
nomic} er sons | sons 
ze rea- | rea- 
n) sons | sons 
Agriculture. ............ 100.0 | 38.8 | 4.0] 11.1 9.4 | 14.3 5.4 | 10.9 | 448] 7.9] 68 30.1 
Nonagricultural indus- 
SERRE Se 100.0 | 17.8 2.3 3.6 2.3 9.6 6.1 | 49.2 | 27.0 8.0 7.2 11.8 
Construction... 100.0 | 25.4 5.1 15.2] 2.4] 49] 48.8 20.9) 83] 5.6 7.0 
Manufacturing... 100.0 | 10.4) 3.7] 3.1 1.0] 2.6); 5.9] 62.9] 20.8] 7.1 6.7 | 
Durable goods. 100.0} 3.1) 3.5] O07] 14] 2.9|68.7/198) 68) 63 6.7 
2.2 Nondurable 100.0 | 12.7/ 4.6/ 1.4] 41 9.9 | 55.3 | 22.1 7.4 | 7.3 7.4 
a Transportation, com- 
4.9 munication, and 
3.6 public utili- 
3 eee 100.0 | 9.7 1.9] 3.3 1.4) 3.1 4.4 | 63.6 | 22.3] 6.2 5.2 10.9 
Wholesale and retail 
cS Ne 100.0 | 21.0 14] 22] 231] 161 4.6 | 34.4 | 39.9 | 10.6 | 10.8 18.5 
saan industries 100.0 | 25.8 1.2 4.0] 18.3] 8.4] 37.0] 28.9) 865 6.4 14.0 
1.4 Private households.| 100.0 | 61.3 5 a 2.7 | 15.4 | 41.6 6.1 | 13.5 | 19.1 4.1 4.3 10.7 
5. 0 Educational serv- 
ee 100.0 | 20.1] 0.2] 21] 1.21166] 9.4] 35.3] 35.3] 11.9] 51] 183 
= all other service 
industries__----_--- 100.0 | 18.5 1.4 2.2} 2.1)12.8] 8.6] 43.8 | 29.1 8.4 7.4 13.3 
All other industries..-}| 100.0 | 10.9 | 0.9 4.9 5.2) 61.1) 22.8 5.3 5.9 11.6 
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TABLE 14.—Persons at work, by full-time or part-time status, by major 
occupation group, for the United States: Week of Jan. 11-17, 1959 


{Percent distribution] 
1 to 34 hours 41 hours or more 
Usually Usually 
work full | work t 35 
time on time for— to 
Total present jo’ 39 Aver- 
Major occupa- at hours| 40 41 49 age 
tion group work hours to | 48 /|hours| (mean) 
Total| Part | Part Total| 47 hours! or | hours 
time | time | Eco- |Other hours more 
for | for |nomic}| rea- | 
eco- jother} rea- | sons 
nomic} rea- | sons | 
rea- | sons 
sons 
Total at work._/100.0 | 19.5} 2.4/ 4.2} 42.8/ 7.8 | 7.1 | 16.7 40.1 
Professional, 
technical, and 
kindred 
workers......../100.0 | 11.8/ 0.4/ 20/ 9.0| 67 46.1 | 35.4 20.8 42.2 
Farmers and | 
farm managers.|100.0 | 29.6) 4.8/125/ 10/113| 90| 69) 544) 7.8) 5.1) 415 44.4 
Managers, offi- | 
cials, and 
proprietors, | } 
except farm....|100.0 | 8.5 8| 3.2 5] 40] 37] 27.6] 60.2) 98! 88 41.6 49.1 
Clerical and } } 
kindred 
workers. ......- 100.0 | 15.3 8} 26) 1.2] 10.7) 10.4) 593/150) 720) 3.6 | 4.4 38.0 
Sales workers. -.. 100.0 | 26.2 6| 22! 1.6] 21.8| 5.4] 31.5 | 37.0 | 0.6 | 38.1 
raftsmen, fore- / { 
men, and kin- \ 
dred workers.../100.0} 11.5} 27) 13] 17| 43| 556/286) 90) 400 
Oo eratives and | | 
WW.G) 45.7) BL) 24) 2.6) 46) 57) 581) 255) 76,109!) 40.0 
hold workers...)100.0) 627/ 14( 24/15.7(48.2( 6.3(136(17.5( 38( 40( 07) 
Service workers, 
21/ 34/193] 47( 35.3 66) 11.5(152{ 386 
Farm laborers 
and foremen....|100.0 | 50.4) 7.0)31.7| 78) 62) 35.7) 7.3) 45) 23.9 35.4 
Laborers, except | 
farm and mine .|100.0 | 30.9| 5.8| 61) 10.0) 3.5) 46.5 | 19.2 | 64 | 62) 66) 35.5 
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TABLE 15.—Occupation group of employed persons, by sez, for the United States: 
States: Week of Jan. 11-17, 1959 


(Thousands of persons 14 years of age and over] 


Beth Percent distribution 
Occupation group sexes | Male | Female 
Both | Male | Female 
sexes 
62, 706 | 42,135 | 20, 571 100.0} 100.0 100.0 
n) Professional, technical, and kindred workers. ----_--_. 7,159 | 4,490 | 2,669 11.4 10.7 13.0 
s Medical and other health workers_.......---..---- 1, 221 501 720 1.9 1.2 3.5 
Teachers, except college.............---..--------- 1, 600 379 | 1,221 2.6 9 5.9 
Other professional, technical, and kindred workers_| 4,339 | 3, 609 730 6.9 8.6 3.5 
Farmers and farm managers. --......-.---------------- 2,850 | 2,770 80 4.5 6.6 .4 
Managers, officials, and proprietors, except farm - ____- 6,770 | 5,763 | 1,007 10.8 13.7 4.9 
3,246 | 2,771 475 5.2 6.6 2.3 
Self-employed workers in retail trade____-__------ 1,713 | 1,358 355 27 32 1.7 
Self-em ployed workers, except retail trade- 1,812 | 1,635 177 2.9 3.9 9 
Clerical and kindred workers. ..............- 9,254 | 2,992) 6,262 14.8 7.1 30.4 
1 Stenographers, typists, and secretaries. 293 63 | 2,230 3.7 4 10.8 
— Other clerical and kindred workers __ 6, 961 2,929 | 4,032 11.1 7.0 19.6 
Saled 4,149 | 2,540) 1,609 6.6 6.0 7.8 
2,442 | 1,004] 1,438 3.9 2.4 7.0 
Other sales workers_.-.-...--..---.---- 1,706 | 1,535 171 2.7 3.6 -8 
2 Craftsmen, foremen, and kindred workers-_ 8,325 | 8,097 228 13.3 19. 2 me 
4 Construction eraftsmen, except carpenters_........_| 1,512 | 1, 505 7 2.4 3.6 |. = 
Mechanics and repairmen.._.-_.-..---.-------------] 2,104 2, 091 13 3.4 5.0 ok 
Metal craftsmen, except mechanics. 1,013 | 1,006 7 1.6 
Other craftsmen and kindred workers...............} 1,743 | 1,645 98 28 3.9 5 
1 Foremen, not el8ewhere classified 1, 126 1, 024 102 1.8 2.4 
Operatives and kindred workers. U1, 419 | 8,392 | 3,127 18.4 19.9 14,2 
Drivers and ...-| 2,287 | 2,256 31 3.6 5.4 
and kindred workers: 

goods manufacturing... 3,143) 1,524) 1,619 5.0 3.6 7.9 
2146 45/ 2101| 34 10.2 
Service workers, except private household... 8,745 | 2,763 \ 2,979 9.2 6.6 14.5 
Protective service workers. 766 744 22 1.8 
0 Waiters, cooks, and bartenders-_--------------------- 1,514 450 / 1, 064 24 11 52 
Farm laborers and 1, 224 422 2.6 2.9 2.1 
1,029 937 92 1.6 22 .4 
Unapid family workers. ..-.:....-..-----.-------.-- 617 287 330 1.0 7 1.6 
6 except farm and 3,143] 3, 056 87 5. 0 7.3 .4 


TABLE 16.—Major occupation group of employed persons, by color and sex, for the 
United States: Week of Jan, 11-17, 1959 


White Nonwhite 
Major occupation group’ 
ajor pation Both Male |Female| Both Male | Female 
sexes sexes 

thousands.-| 56,481 | 38,337 | 18,144 | 6,225 | 3,798 2, 427 
100.0 | 100.0} 100.0! 100.0} 100.0 100.0 
Professional, technical, and kindred workers._-.------ 12.2 11.4 13.9 4.2 2.8 6.3 
Farmers and farm managers. .......---------- 4.7 6.7 4 3.1 5.0 al 
Managers, officials, and proprietors, exc. farm_ 11.7 14.8 5.3 2.5 2.8 2.0 
Clerieal and kindred workers -----.-.---------- 15.7 7.3 33.4 6.5 5.6 8.0 
7.2 6.5 8.6 1.4 1.1 1.9 
Craftsmen, foremen, and kindred workers. - 14.1 20. 2 2 5.7 9.2 .4 
Operatives and kindred 18.1 19.3 15.5 21.1 26.2 13.3 
Private household workers 2.0 1 6.1 16.1 4 40.6 
Service workers, except private household - -.......... 8.2 5.8 13.2 18.2 14.3 24.1 
Farm laborers and foremen.- 2.3 2.0 6.5 8.9 26 
Laborers, except farm and mine 3.9 5.6 4 14.8 23.8 PY f 
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TABLE 17.—Unemployed persons, by duration of unemployment, for the United 
States: Week of Jan. 11-17, 1959 


[Thousands of persons 14 years of age and over] 


Duration of unemployment | Number | Percent Duration of unemployment | Number | Percent 


Under 1 8 .2 || 11 to 14 444 9.4 

7 6.5 || 15 to 26 557 11.8 

473 10.0 || Over 26 818 17.3 


COMBINED EMPLOYMENT AND UNEMPLOYMENT RELEASE: JANUARY 1959 


This monthly “Combined Employment and Unemployment Re- 
lease” is being issued to provide an integrated picture of the 
employment situation. The report summarizes the employment and 
unemployment statistics collected by the Department of Commerce 
and the Department of Labor. Additional details are included in 
supplementary reports issued by the Bureau of Employment Secur- 
ity in “Unemployment Insurance Claims,” the Bureau of Labor Sta- 
tistics in “Employment, Hours, and Earnings,” and the Bureau of 
the Census in “The Monthly Report on the Labor Force.” For an 
explanation of these series, see the explanatory notes attached to 
this report. 

Cutbacks in seasonal activities reduced job levels to a winter low in January, 
Secretary of Commerce Strauss and Secretary of Labor Mitchell jointly an- 
nounced today. Employment fell by 1.3 million to 62.7 million with the release 
of Christmas workers from retail stores and post office jobs and some further 
curtailments in outdoor work. 

At the same time, total unemployment rose by 600,000 to 4.7 million and State 
insured unemployment rose by 500,000 to 2.5 million. The drop in employment 
was much larger than the rise in unemployment because many of those leaving 
holiday season jobs withdrew from the labor force without seeking other work. 

The seasonally adjusted rate of unemployment remained virtually unchanged 
at 6 percent for the second consecutive month. From April through November 
1958, the rate dropped from 744 percent to 6 percent, as the jobless total was 
reduced by about 1 million from peak recession levels. The recent stability in 
both employment and unemployment, except for seasonal changes, reflects a slow 
rate of job recovery in the past few months. 

Total nonagricultural employment (Census figures, which include the self- 
employed, domestics, and unpaid family workers) fell by 1.1 million over the 
month to 58 million. At the same time, the number of employees on nonfarm 
payrolls (BLS figures) was reduced by 1.6 million to 50.3 million. The larger 
decline in the payroll count, which always occurs at this time of year, resulted 
partly from the termination of extra jobs taken for the holiday season by 
workers already regularly employed. 

The largest change in nonfarm payrolls was the cutback of 900,000 temporary 
employees in retail trade, while 300,000 were dropped by post offices after the 
Christmas rush. A decline of 150,000 in construction was less than usually 
occurs in January, partly because the employment drop in December had been 
exceptionally sharp on account of bad weather. 

Employment in manufacturing fell seasonally by 130,000 over the month to 
15.6 million in January. The substantial declines in the food processing and 
lumber industries were about average for the month. However, producers of 
electronic and generating equipment reported an employment pickup and there 
were also some small gains in other machinery industries. Employment in steel 
and automobiles showed little change over the month. 

The factory workweek dropped by 0.4 hours to 39.9 hours in January, a some- 
what smaller decline than usual for the month. Average overtime work was 
reduced 2.6 hours in December to 2.3 hours in January. Asa result of the 
shorter workweek, weekly earnings of factory production workers declined by 
ee a to $87.38 in January. Hourly earnings remained steady over the month 
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Hours of work in manufacturing industries were 1.2 hours higher per week in 
January 1959 than a year ago during the recession. The number of nonfarm 
workers on part time work because of economic reasons was down 600,000 over 
the year. 

Insured unemployment under regular State programs increased throughout the 
Nation between December and January. The largest increases—more than 
50,000 each in California, New York, and Pennsylvania—largely reflected seas- 
onal curtailments in apparel, food processing, trade, and construction. The 
national rate of insured unemployment under the regular State programs in 
mid-January was 6 percent (not adjusted for seasonality). 

Preliminary estimates indicate the number of persons exhausting their regular 
benefits rose from 213,000 in December to 225,000 in January. 

Insured joblessness under the temporary unemployment compensation pro- 
grams declined by about 25,000 over the month to 400,000. These programs 
provide supplementary benefits for unemployed workers who have exhausted 
their benefits under the regular unemployment insurance programs. 

The number unemployed for 15 weeks or longer—at 1.4 million in January— 
was virtually unchanged over the month. This interrupted a persistent decline 
since last summer, which had reduced the size of this group by about one-third. 
The majority of those unemployed 15 weeks or longer were adult men, most of 
whom had been employed in manufacturing and related activities. 


Employment and unemployment indicators 


January December 
1959 1958 
Labor force figures (Census): ! 
Total labor force, including Armed Forces_-_._.-..-...-...--......--..-.- 70, 027, 000 70, 701, 000 
67, 430, 000 68, 081, 000 
Worked 35 hours or more during week___............----..---_-- 46, 044, 000 47, 075, 000 
Worked less than 35 hours during week__..-..-.............--..- 10, 167, 000 10, 273, 000 
Usually work full time at present job__..-...........-....-.- 3, 300, 000 3, 244, 000 
Worked part time for economic reasons--_-_.......-...-..- 1, 255, 000 1, 080, 000 
Worked part time for other reasons-_-_..........-....-...- 2,045, 000 2, 164, 000 
Usually work part time at present job___..........-.-....-.- 6, 867, 000 7, 029, 000 
Worked part time for economic reasons----.............- 1, 215, 000 1, 256, 000 
Worked part time for other reasons__........-..........- 5, 652, 000 5, 773, 000 
With a job but absent from work entire week__..._.......-.---- 1, 801, 000 1, 754, 000 
Seasonally adjusted unemployment rate__._.........---.---.--...-.. 6.0 6.1 
Payroll Statistics (BLS): ? 
Total employees in nonagricultural establishments -_-................- 50, 266, 000 51, 909, 000 
Durable 8, 962, 000 8, 994, 000 
6, 664, 000 6, 763, 000 
11, 037, 000 11, 054, 000 
Finance, insurance, and real estate. 2, 367, 000 2, 371, 000 
6, 303, 000 6, 381, 000 
8, 068, 000 8, 377, 000 
Average weekly hours of production workers in manufacturing industries_ 39.9 40.3 
Unemployment insurance statistics (BES): 3 
Initial claims (State), week ending— 
Insured — (State), week ending— 


' Calendar week ending nearest 15th of month. 
2 Payroll period ending nearest 15th of month. December figures revised, January data eee y.] 
§ Excludes claims filed under the temporary unemployment compensation programs, text.) 
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{From New Goals for Unemployment Compensation] 


(By Nelson H. Cruikshank, director, Department of Social Security, AFL-CIO) 


Here is a case of a millworker in South Carolina who had worked more than 
5 years in the mill. On a certain date, all employees were instructed to visit a 
community clinic for a chest X-ray. This millworker didn’t want an X-ray, 
and considered the order an infringement of his right as a citizen to decide for 
or against such an examination. As a result of his refusal to obey the order, he 
was discharged. On applying for unemployment benefits he was denied such 
benefits for 6 weeks. Now, regardless of the wisdom or lack of wisdom in this 
worker’s decision, certainly his refusal had nothing to do with his work. His 
unemployment grew out of the employers’ wish, as the record in the case states, 
to have a perfect record of cooperation with the health clinic. But the worker 
found that unemployment following his discharge was not insured. Incidentally, 
South Carolina has a so-called right-to-work law. Where was this person’s 
right to work? He found he lost even his right to the meager benefits of South 
Carolina’s unemployment compensation law, when his employer disagreed with 
him about the desirability of a chest X-ray. 

The Iowa law has a provision that a worker loses all his benefit rights if 
he leaves his job voluntarily without good cause attributable to his employer. 
A generous exception is made if the worker leaves his job to accept a better 
job, providing he remains continuously on the new job for not less than 12 weeks. 
There is on record a case of a construction worker who left one job to accept a 
better one, and actually worked on the second job for 14 weeks, after which he 
was laid off. He applied for unemployment compensation benefits and his claim 
was denied. It seems that while working on the second job his employer com- 
pleted one construction project and moved his equipment to another. On the 
moving day, the worker in question was told not to report for work. This day 
occurred in the 11th week of his employment. Result: He did not work on the 
second job “continuously’—as the law requires—for 12 weeks. He was not 
only denied his unemployment benefits, but under the Iowa law (as indeed 
under eight State laws) all his wage credits on previous jobs were wiped out. 
In this case, the credits amounted to $720. 

A woman worker in Dayton, Ohio, claimed benefits for a 12-week period of 
unemployment from March to May 1956. The employer appealed, and a hearing 
was finally set for January 9, 1957. Now the Ohio law has been interpreted to 
require that the burden of proof is upon the applicant for benefits to establish 
compliance with the law and the court of appeals has ruled that this means 
evidence given under oath and subject to cross-examination. In the instant case, 
the court ruled the claimant not eligible, not on the merits of her claim, but based 
on the fact she did not appear at the hearing. The reason she didn’t appear was 
that she died during the 6 months she was waiting for her case to be heard. 


Mr. Curtis. A final thing I cannot let go by without a comment. 

On the same page you say : 

We have seen the growth of the vested business interests in low benefits and 
low taxes, so powerful and so brazen that it has reached its influence not only 
in the State legislature but, in the past few weeks, scandalously into the White 
House, itself. 

Sir, those are very grave charges. If you can establish them, I 
would be glad to hear them. We are referring to legislatures and we 
are referring to public officials. If you can document that, I would 
be happy to have the record open. If you cannot, I think you should 
retract those statements. 

Mr. Hoxtianper. I will give you the documentation at this time. 
Later on, I referred in the last paragraph to the point that it is an 
open secret which I have heard repeated now within the last 2 weeks 
by three or four different people. 

Mr. Curtis. Hearsay evidence. 

Mr. Hotxanver. And it has been published by two responsible 
journalists in the newspapers within the past week. 

Mr. Curtis. Who are they ? 
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Mr. Hotianper. One of them is Drew Pearson and the other is 
John Hurley. 

Mr. Curtis. Do you refer to Drew Pearson as a responsible 
journalist ¢ 

Mr. Hotianper. I certainly do. 

Mr. Curtis. Then you do not have to go any further. 

Mr. Hotianper. And John Hurley, the labor reporter. 

Mr. Curtis. We do not have the same standards, sir, unless you want 
to supply for the record any evidence you have other than hearsay to 
substantiate these charges. 

Mr. Hotianper. Mr. Curtis, you know that you cannot get testimony 
from the people who work in the White House because of its privileged 
nature. 

Mr. Curtis. Do you believe in using hearsay evidence in a charge 
like that? I thought your organization was opposed to character 
assassination. 

Mr. Hotzianper. This is not character assassination. I heard this 
from responsible people. 

Mr. Curtis. Identify the responsible people. 

Mr. Hotianper. I cannot, I am sorry. 

Mr. Curtis. Then it is hearsay. 

Mr. Hotitanper. No. I know who they are, but I cannot identify 
them because of their official positions. I must plead with you, please, 
to respect this. 

Mr. Curtis. What was your organization’s definition of McCar- 
thyism? It was character assassination. This is the essence of it, 
where you repeat hearsay evidence, and refuse to identify the sources 
that you say are responsible. You mentioned one, Drew Pearson, as 
your example of a responsible journalist. 

Mr. Hotianper. I also mentioned John Hurley. 

Mr. Curtis. Let us take him. What did he say? 

Mr. Hotianper. I will supply the clipping for the record, but he 
said approximately what I have said in here, only in greater detail, 
naming the names of the people who are the paid lobbyists of large 
business enterprises, paid for the purpose of trying to hold down 

Mr. Curtis. There is nothing scandalous about a paid lobbyist. 

Mr. Hotianner. No; but it is scandalous when they work through 
law associates who are high officials in the White House. 

Mr. Curtis. If it is improper lobbying, that is one thing. But you 
do recognize lobbying, I assume you do, as a constitutional right of 
the people to petition the Congress and a right to pay lobbyists ? 

Mr. Hotianper. Of course. 

Mr. Curtis. What we are referring to is whether the lobbyists have 
used improper techniques. What is the improper technique that you 
are charging? 

Mr. Houuanper. I am charging the technique of using an old asso- 
ciation in a law practice to influence decisions in the White House, 
through persons highly placed in the White House, and these names 
are named in the newspaper accounts. 

Mr. Curtis. That is the most general thing in the world. Just the 
fact that they are an associate—we have that happen all the time, 
people who know us, who come and testify, and who even come into 
our offices. I am very happy to talk to all of them, but to insinuate 
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that because I am a friend of someone’s that I would be improperly 
influenced by his arguments or his logic is going to destroy the very 
system of representative government. 

Mr. Hotianper. I made the statement, sir, that this influence was 
improperly used in the White House and I am prepared to supply 
you two newspaper accounts which substantiate this. 

Mr. Curtis. That is the extent of your information ? 

Mr. Hotxianper. No, sir. I said that I have this information from 
other sources which I plead with you not to press me to divulge be- 
cause these are people whose official positions I have to respect. 

Mr. Curtis. Mr. Hollander, I do not believe you should make 
statements like this, public statements like this. I daresay you have 
released this to the press. You should not release such statements 
unless you are prepared to come forward and prove these things. 

The record will a left open and I will be interested in seeing these 
articles. I have not seen the articles, but I will be happy to receive 
those and I will be happy to receive any other evidence there is on 
this subject, but I am really shocked to find you making statements 
like this. 

I think if you will reexamine this in your own mind you will find 
it exactly the kind of thing that your organization has defined as 
character assassination. 

Mr. Hotianper. No, sir; I do not consider this correct. I think if 
there is evidence of improper infleunce on this subject, there is nothing 
improper in making a public statement on the subject, especially, as 
Tsay, when it has already appeared in public. 

Mr. Macurowicz. That reads: 

It is an open secret that the Secretary of Labor at least leaned toward rec- 
ommending to Congress that it broaden the Federal standards to require more 
liberal benefits. It is an open secret that he was overruled. 

I do not know whether the methods used were proper or improper, 
but I do not think you would have to refer to anyone else, because 
earlier today I asked for the introduction into the record of a letter 
received from Secretary of Labor Mitchell to the chairman of this 
committee with regard to his failure to appear before the committee. 

The Assistant ecneteicy was asked whether it was true that the 
Secretary at a labor convention—I do not know where it was—came 
out openly for Federal standards. Secretary O’Connell refused to 
confirm that statement. I would like to read to you now the letter 
that the Secretary of Labor sent to the chairman of this committee 
just a day ortwoago. Hestates there: 

The statement referred to by the two committee members was not taken 


from my prepared text. In substance, however, it is expressive of my judg- 
ment. 


That is, that he favors Federal standards. 


The administration’ has examined and reexamined the whole Federal-State 
unemployment insurance system carefully over the last several months. Under 
Secretary O’Connell presented to the committee the administration’s position, 
which I support. 


I hope the record will be clear on this point. 
In this letter, as I understand it, the Secretary said that he did 
state that he was for Federal standards, that the administration 


now has taken a position opposing Federal standards and that he 
does now support the administration’s position. 
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Mr. Hotitanper. This is what I have been told. 

Mr. Curtis. I think it is a perfectly proper position and a per- 
fectly proper statement. What conclusions are you trying to estab- 
lish? You used the word “evasive” this morning. 

Mr. Macurowicz. I certainly did not use the word “evasive.” If 
you will examine the record, you will find out I did not use the word 
“evasive.” 

Mr. Curtis. I recall your describing it. 

Mr. Macurowrcz. I said he had taken one position not long ago, 
I think it was in December, and that now under pressure from the 
administration, he has changed that position. 

Mr. Curtis. Now you use the word “pressure.” Here is the point: 
In any administration or in any group that works together, and 
I hope this administration does, of course there are going to be 
conflicting views. One man will strongly present his point of view, 
and I suspect the Secretary of Labor presented his. Then, as a 
person who respects others opinions, too, he comes along and a final 
decision is made, which is never exactly the way any individual likes 
it, and he conforms to the group he is working with. 

I see nothing improper about it and I see nothing that gives rise 
to the use of words like “scandalous.” 

Mr. Macnrowicz. There may be nothing improper, and then there 
should be nothing improper in the witness’ characterization when 
he says it is an open secret that he was overruled. 

Mr. Curtis. i did not say anything about that, the language that 
the gentleman read. All I am objecting to is the conclusions drawn 
from that. Is there something unusual about it? Anything im- 
sroper, or anything that in any way questions the integrity of the 
Secretary of Labor, or that he is a man of real convictions ? 

I think every one of us in this room in working with a group 
are always overruled in some aspects in our decisions. Yet, you 
come along, as the gentleman testified, who said that he viewed 
Federal standards as the proper objective, and yet his organization 
did not support him. 

I suspect within your organization you are trying to get them 
to “ point of view. I think that is highly proper. 

might say to the gentleman from Michigan that I think it is 
highly proper for him to comment on the fact that there is this 
apparent difference between the Secretary of Labor and the final 
position that the administration took. That is a fair area to com- 
inent on, but not as if something improper was being done. 

I have not talked to the Secretary of Labor on it and neither have 
you, and that is why I used the word “apparently.” 

Mr. Macurowicz. It is not apparent, because in his letter he does 
say so. He says it is a statement of his, that he favors labor stand- 
ards is expressive of his judgments, and he later states that the 
administration is taking a position which he supports. 

Mr. Curtis. I have not ee given the privilege of seeing the Sec- 
retary’s letter. You read a few sentences from it. I would like to 
talk to the Secretary myself. 

Until then, I would use the word “apparent,” although I think the 
gentleman has made a perfectly proper point. 


y 
y 
n 
e 
e 
s 

d 
e 
r 

n 
e 
r 


1020 UNEMPLOYMENT COMPENSATION 


Mr. Hottanper. May I make it plain that I was not referring in 


any way to the Secretary of Labor in describing any impropriety as - 
to what went on in the White House. I think the Secretary’s posi- = 
tion was altogether honorable and fully in accord with what we know ’ - 
about his integrity. 

I was speaking about the process by which the influence from out- pee 
side the administration and from paid representatives of some of the < 
largest. corporations in the United States were brought to bear 1 
through old associations on the President’s special counsel to have 1 
the decision overruled. It was this to which I attached the im- \ 
propriety, Mr. Curtis. bill 

r. Curtis. You would assume the reason was not logic and reason, ‘I 
but something else ? \ 

Mr. Hoiianper. I think it was scandalous and I think there is noth- \ 
ing improper in exposing it. thi 

Mr. Curtis. It seems to me that really what it all amounts to, and ap 
IT have seen it before in your organization, I might say, and Mr. / 
Reuther’s, that when someone does not agree with your position, you . i 
immediately attack the motives and assume that they are not exercis- the 
ing honest judgment based upon the logic and facts presented to them. \ 

To me, that is the most disturbing thing about public debate in \ 
America today. celf 

Mr. Hoiianper. Excuse me, sir. I do not question the motives of si } 
people who take a different position on this from us. This is a very 
specific case in point in which I think one is entitled to look into poeae 
motives. 

Mr. Curtis. One is always entitled to look into them, but. one should 1 
not attack them without some concrete basis and be willing to pre- sores 
sent the evidence upon which the conclusion is drawn. hi ' 

Mr. Hotianver. May I provide these two clippings for the record? = 

Mr. Macurowicz. Without objection. 

Mr. Atcer. I am a newcomer to this committee, Mr. Hollander, tion 
but this is the third committee on which I have served. From what ~ 
I know about Ways and Means, frankly, this has been an eye opener. _ 
To my knowledge I have not been present at a session where two ie 
newspaper commentators were used as factual evidence supporting < 
statement of “scandalous.” 

I cannot express it as well as the Senator from Missouri but I am “ 
expecting those letters and I intend to go into it further, since you t 
leave no choice. If no one else is interested, I still intend to look ps 
into it. 

I think it is not proper for you to tell us that your factual support - 
are two newspaper accounts and then beg us not to draw further this 
information from you. You leave us at sea. I would not let someone I 
talk about you that way, or the gentleman from Michigan, with whom d 
I might have some great disagreement over this issue. I would not i 
let somebody attack him saying something is “scandalous” on account ’ V 
of two newspaper articles. Y 

T am expressing amazement, because I have had oceasion in the di 
past to talk to you and you were very forthright. Even if we were a 
on opposite sides, I respected your opinions. , 

By the way. this comes from the heart, because I am a zero, accord- OV 
ing to the ADA. Mind you, I do not know what things you are +e 
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grading us on when you look over our shoulder, but I am just as dedi- 
cated and just as interested in the people of this country, as anyone 
else. 

I have one or two things to ask you. You point out on the first 
page that the ADA is very definitely for eliminating experience rat- 
ing. You make it very plain. Does this bill do that ? 

Mr. Honuanver. No, sir. 

Mr. Arcer. This does not ? 

Mr. Hotianprr. This was our only criticism of the bill. 

Mr. Ancer. You are for eliminating the experience rating. This 
bill does not do that, but you are for the bill. 

Mr. Houuanver. Yes. 

Mr. Averer. Even though it fails to eliminate the experience rating ¢ 

Mr. Hottanver. Well, as I tried to indicate in the testimony, we 
think the bill would be a very great step forward. We feel that this 
is one respect. in which it does not go as far as we would hope for 
it to go. 

Miri ction. This is a drawback but there is greater good to it than 
the drawback ? 

Mr. Yes. 

Mr. Averr. I thought you might explain that because you left your- 
self wide open in two paragraphs here. 

You mentioned this matter of interstate competition, and this has 
come up today several times. This is on page 2, the fourth para- 
graph; apparently, you are speaking about compensation benefits and 
the development of interstate competition. 

Does it not occur to you that unemployment compensation benefit 
is only one factor and, at that, a lesser factor in a long list of factors 
having to do with competition of industry as to whether they settle 
in one State or another 4 

Mr. Hotuanper. Of course. I would like to quote in this connec- 
tion a recent speech by Governor Freeman of Minnesota, who was 
much disturbed by what he called the colonization of the State gov- 
ernments by what he said were the representatives of big business. I 
know this is true in Massachusetts, also, where big business uses the 
threat of leaving the State as one means of trying to hold down the 
tax cost of doing business. 

I don’t blame the business people for doing this, but when the States 
try to provide adequate standards of unemployment insurance, edu- 
cation, and these and other expensive public services find themselves 

enalized by business threats to move away to other States where 
ower taxes are possible because the level of public service is lower, 
this places the States in a bitter dilemma. 

It seems to me that whenever we have a chance to take any of the 
edge off of this sort of competition, which I regard as essentially de- 
structive, it is a good thing to do. 

Mr. Acer. I donot share your viewpoint. 

You mentioned Colorado zero in the tax rating, and to me that in- 
dicates stability of employment, but it did not to you. I have for- 
gotten just how you said it, but if it does not indicate stability, what 
does it indicate to you? 

Mr. Hotianper. I am sorry if I did not make myself clear. I think 
I am right in my facts when I say that some large proportion, I be- 
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lieve nine-tenths, of the employers of Colorado have a zero tax rate so 
on unemployment insurance. Of course, it indicates good employment. he 
What I am saying is that it passes belief to suppose that this is because th 
the employers of Colorado individually are so much more efficient in cu 
stabilizing their employment through their own efforts than some other in 
employers in Michigan or some other State where the taxes are higher. 

I think we can only attribute this to the working of the economic th 
systems in Colorado or some other State. It seemed to me to be one it 
piece of evidence from which one could infer that the differences in of 
tax rates did not represent to any great degree the efforts of individual re 
employers operating under the incentive to stabilize employment 
through any act of their own, but was only a reflection of the general po 
situation. it 

The Colorado fund has been built up so greatly that they can coast of 
on it, because they do not have an automobile industry which has its pr 
ups and downs. 3 

Mr. Arcrr. This is not indicative of stability of employment ? of 

Mr. Hotianover. I did not say that. I said it did not indicate the W 
individual efforts of the Colorado employers. It was a windfall to po 
them, rather than any individual incentive to act. by 

Mr. Arcrr. You would not say this tax setup is an incentive? 

Mr. Hortanper. Well, I made the point in answer to Mr. Curtis’ we 

uestion that I think it is a marginal incentive, and much less necessary me 
than ina erind 20 years ago when this was first set up. iss 

You will remember that experience rating—even the term as p sta 
remember—is drawn from workmen’s compensation and it is per- 
fectly true that, while there are differences among industries, indi- of 
vidual exaployers could be encouraged to adopt safety devices that ha 
would cut down the rate of acciden ts in their plants. wo 

{It was for reasons of this kind—that is, that individual employers lic 
might similarly adopt unemployment devices to stabilize employment ! 
in their own plants—that experience rating was adopted; but I think, em 
as I said awhile ago, management has become so much more efficient, am 
so much more enlightened, that to the extent it was an important factor Sts 
is much less so today, and whatever advantages there are, it seems to ] 
us, are offset by the destructive aspects. By 

Mr. Axcer. I want to apologize for the delay in your testimony am 
today, and I would like to remind you that you said you would get ma: 
whatever information you could on the characterization of the un- . 
employed. job 

Mr. Yes, sir. 

Mr. Macurowicz. Thank you. pri 

The next witness is Mrs. Epstein. ins’ 

un 
STATEMENT OF MRS. HENRIETTA C. EPSTEIN, VICE PRESIDENT, ex} 
AMERICAN ASSOCIATION FOR SOCIAL SECURITY por 

Mrs. Epstern. The organization with which I have been identified e. 
since 1927, the American Association for Social Security, has been tra: 
most vocal before the passage of the Social Security Act in its de- one 
mands for adequate unemployment insurance legislation. In order to fit 
identify myself for the record I would like to mention that my late way 
husband Abraham Epstein was a well-known authority in the field of der 
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te social security. He had written many books and appeared at the 
it. hearings of your committee many times. He also testified at many of 
se the State’s legislative hearings. After enactment of the Social Se- 
in curity Act, we have been on record as advocates of Federal standards 
er in unemployment insurance, 

r, The passage of the Social Security Act, an important milestone in 
‘ie the history of our country, meant that as a nation we recognized that 
ne it is our responsibility to help those unable to work through no fault 
in of their own, the old and the unemployed, in a dignified and self- 
al respecting manner. 
nt Moreover, in our modern industrial society one of the most im- 
“al portant reasons that make unemployment insurance imperative is that 
it constitutes the best means of underpinning the purchasing power’ 
ist of millions of our workers, which is essential to the maintenance of 
its production and to the stability of the national economy. 
The 1935 Social Security Act was enacted at a time when millions 
of our people had nowhere to turn, except public relief and charity. 
he We were anxious to relieve the plight of the unemployed as quickly as 
to possible, but we had very little experience with the problems raised 


by unemployment insurance. 


Since those days, throughout the length and breadth of our country 
is’ we have accumulated a knowledge that we must use now. Unemploy- 
ry ment insurance has not kept pace with the times. We must face the 


issues squarely in the face. We urgently need the minimum Federal 
I standards provided in H.R. 3547, 
pr- In 1939 weekly benefits to unemployed workers averaged 50 percent 


ui- ( of their full-time weekly wages; today, the average weekly benefits 
iat have fallen to less than 33 percent of full-time weekly wages. It is no 
{ wonder that in many instances they have to be supplemented by pub- 
ers lic assistance. 
nt Payments of weekly benefits of not less than 50 percent of the un- 
nk, employed worker’s weekly wages, as provided in the bill, up to an 
nt, amount of 66 percent, two-thirds of the average weekly wages in each 
tor State will help to restore the medium maximum level of 1939 benefits. 
to In the words of Representative Machrowicz, sponsor of the bill: 

By stating the maximum as a percentage in each State instead of a fixed dollar 
ny amount, this bill would prevent any future deterioration in the adequacy of 
yet maximum benefit amounts. 
in- When workers are exhausting their benefits before finding another 


ob, when their savings are exhausted and they are unable to be helped 
y relatives, they must resort to public assistance. This negates the 
primary aims of unemployment insurance. More than 2% million 
insured unemployed workers have exhausted their rights to benefits 
under State laws, and more than 650,000 workers in 17 States have 
NT, exhausted both their rights under the regular State law and the tem- 
porary Federal extension. 

Public assistance provides only a bare minimum of subsistance to 


ied the jobless and the family. Unemployment insurance on the con- 
een trary, aims to establish a floor of economic sustenance below which no 
oe one should fall. Moreover the claim is founded on the right to bene- 


fit, which is preexistent to the emergency. It is the true American 
ye way. It attempts to substitute self-help and independence to the 
| 0 demoralization incident on public assistance and private charity. 


\ 
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Truly, it strives to dam at their origin the streams feeding the sea of 
poverty and destitution. 

Moreover, when a family is on public assistance, the money for 
their support comes out of your pocket and mine as taxpayers. 

The potential duration of benefits varies so greatly among the 
States that we now have varied degrees of inadequacy. The tempo- 
rary legislation of 1958 and 1959 evidences the need for permanent re- 
forms in the Federal unemployment insurance law. 

Therefore, a potential uniform benefit of 39 weeks for the eligible un- 
employed, extension of coverage to employers of one or more, and re- 
quirement of not more than 20 weeks of employment as evidence of 
substantial attachment to the labor force will make our program of 
unemployment insurance a stronger link in our whole chain of social 
security measures. 

However, the principle of providing allowances for the dependents 
of the unemployed, added to their benefits, should become firmly estab- 
lished. Expenses for the support of a family are higher than those 
of a single person. We have recognized the importance of family 
responsibilities in our other programs of social security. 

We do not want the children of our unemployed denied the advan- 
tages of a normal life, of adequate food and clothing. In an article 
in the New York Times of March 27, Edwin L. Dale states: 


There are according to Government figures 1,362,000 needy persons in 446,000 
families in January being supported by “general relief” from State and local wel- 
fare agencies. There has been a steady increase during the recession in the 
number of cases receiving aid to dependent children. In many instances the 
father may have had to desert his family to enable them to become eligible for 
relief. 


According to Prof. Wilbur J. Cohen, professor of public welfare 
at the University of Michigan: 


The experience with the recession indicates that the built-in stabilizers of 
unemployment insurance, social security, and public welfare were not— 


and still are not— 


satisfactory to meet the present recession or another similar one in the fu- 
ture. * * * A free enterprise economy must make more effective provisions than 
we now have for meeting the personal hazards which occur in our economy. 


In the words of another of the sponsors of H.R. 3547: 


At present with wholly inadequate weekly benefit payments being given to 
insured unemployed workers for inadequate periods of time, tax rate for some 
employers in some States have been cut almost to the vanishing point. 

Through the years the States have been divided and conquered by the argu- 
ments that in no State could members of the legislature afford to obey their 
best instincts, their best judgment as to what was best for the individual 
unemployed worker, best for the economy of the State and Nation. In each 
State the argument was made that decent standards would be disastrous, that 
other States having lower benefit payments for shorter periods of time might 
offer plants the inducement of lower and lower taxes on payrolls. 


This has been blamed by Senator Clifford P. Case, of New Jersey, 
for causing his State to lose some of its industry, and he cited con- 
crete examples of plants moving to Virginia, Kentucky, and Texas for 
these very reasons. To quote the Senator: 

Those State legislatures that want to improve outmoded unemployment insur- 
ance standards are unable to do an adequate job because they fear the loss of 


industry to States with substandard benefit rates. The only answer is the estab- 
lishment of reasonable minimum to which all States must adhere. 
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The State whose accumulated funds for unemployment insurance 
have reached a precariously low condition will be entitled to a reinsur- 
ance grant from the Federal unemployment account. The bill limits 
the amount of such grant to three-fourths of the excess by which 
compensation payable under such State law exceeds 2 percent of the 
State taxable payroll. However, to prevent incentives for a State 
to permit its funds to reach such a precariously low condition the bill 
requires that whenever a State fund drops below 6 percent it imposes 
a minimum rate of contribution of at least 1.2 percent. While this 
seems desirable, a uniform rate of contribution for all States and 
without experience-rating would be more equitable. 

The American Association for Social Security has for many years 
in the past pointed out the inequities of experience-rating of contribu- 
tions and has advocated equal treatment of all employers, all over the 
country, which should underlie the principle of unemployment in- 
surance. 

If it is desirable to permit the States to levy a uniform contribution 
rate of less than 2.7 percent as provided in the bill, there should be 
equal treatment of all employers and no experience rating. There 
are very many reasons iy opposed to experience rating. Em- 
ployers whose employment is irregular can rarely help it. Seasonal 
factors and cyclical ete are responsible. However, a study should 
be made as to the costs of a program of unemployment insurance 
levied in the most equitable manner. 

In conclusion, enactment of H.R. 3547 will go a long way toward 
strengthening our unemployment insurance legislation. It will 
bolster the purchasing power of the unemployed, he!p to keep families 
together and keep the wheels of industry turning in our country. 

Thank you, gentlemen. 

Mr. Macurowicz. Thank you very much for presenting the views 
of the American Association of Social Security. 

Mr. Curtis. I appreciate your testimony, Mrs. Epstein. For the 
sake of the record, and because the statement you have does not give 
this information, would you give the location of the headquarters of 
the American Association of Social Security ? 

Mrs. Epsrern. 389 Bleecker Street, New York City. 

Mr. Curtis. How many members do you have? 

Mrs. Epsrern. We have had as many as 6,000. They are mostly 
economists, professors, lawyers, legislators, and so on. 

Mr. Curtis. They are not people who are in the social security 
system ¢ 

Mrs. Epstein. No. These are people who are independent, who 
are trying to make independent studies. My husband was completely 
independent. He was called as a consultant frequently. 

Mr. Curtis. But these are people who work in the social security 
system ? 

Mrs. Epstetn. No, not in the administration. People who are con- 
cerned with the administration, that a good job should be done. Do 
you see what I mean? 

Mr. Curtis. Yes. 

Mrs. Erstetn. I see what you are asking about. 
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Mr. Curtis. I was wondering whether you had a party organiza- 
tion consisting of the people who are actually in the administration 
dealing with it. 

Are they located throughout the country? Are there chapters 
throughout the country ? 

Mrs. Epsretn. We have no chapters. 

Mr. Curtis. Your only chapter is in New York City? 

Mrs. Epstern. We used to be called American Association for Old 
_ Security before the Social Security Act. We changed the name 
then. 

Mr. Curtis. But you do not have local chapters? 

Mrs, Ersrern. No. 

Mr. Curtis. For example, in the city of St. Louis, do you have 
members in St. Louis? 

Mrs. Epstern. Yes; but I could not give you the names. 

Mr. Curtis. Well, of course you could not. I did not happen to 
be familiar with the organization and I wanted this information for 
the record. 

Mrs. Epsrern. We have done a lot of work. Mr. Epstein has pub- 
lished a good many books on this subject. Of course, for a long time 
we did publish a magazine which lack of funds did not permit us 
to continue. 

Mr. Curtis. What is your membership now? Have you any idea? 

Mrs. Epstern. I do not know exactly. 

Mr. Curtis. Would it be 4,000? 

Mrs. Erstrern. Perhaps less than that. It is the quality that counts 
most. 

Mr. Curtis. Thank you. 

Mr. Macurowicz. Thank you very much. 

This will conclude today’s hearings, and the committee stands 
adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 6:10 p.m., the hearing in the above-entitled matter 
was rec , to be reconvened at 10 a.m., on the following day.) 
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THURSDAY, APRIL 16, 1959 


House oF REPRESENTATIVES, 
ComMITTEE ON Ways AND MEaANns, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to recess, in the Ways and 
Means Committee room, New House Office Building, Hon. Wilbur 
D. Mills (chairman) presiding. 

The Cuatrman. The committee will please be in order. 

Our first witness this morning is our colleague from Wisconsin, 
the Honorable Henry S. Reuss. 

Mr. Reuss, will you please come forward to the witness table? We 
appreciate having you with the committee this morning, Mr. Reuss, 
and you are recognized. 


STATEMENT OF REPRESENTATIVE HENRY S. REUSS, OF WISCONSIN 


Mr. Reuss. Mr. Chairman, I appreciate the opportunity afforded 
me by the Committee on Ways ot Means to express my support of 
the pending legislation to improve our unemployment compensation 
system by establishing additional minimum standards which each State 
must meet. I refer specifically to H.R. 3547, and the bills identical 
— introduced by Congressmen Karsten, Machrowicz, and many 
others. 

The people of Wisconsin would benefit directly from this legisla- 
tion, together with the rest of the Nation. 

The committee is fully aware of the principal new standards pro- 
posed: Weekly benefits equal to at least 50 percent of the worker’s 
wages, up to a maximum of two-thirds of the State’s average weekly 
wage; payment of benefits for 39 weeks to the eligible unemployed; 
and extending protection to many employees of small firms not pres- 
ently covered. 

Wisconsin was one of the States which extended the duration of 
unemployment benefits last year, under the temporary unemployment 
compensation program. But the workers of Wisconsin deserve the 
ae yw of permanently increased benefits for the 39 weeks estab- 

ished in this legislation, as against 2614 weeks in the basic Wisconsin 
statute. Had H.R. 3547 been law last year, even with the temporary 
change in unemployment compensation made by the Wisconsin Legis- 
lature, a Wisconsin worker unemployed for 9 months would have 
collected $249 more than he did. 

It is also important to Wisconsin that realistic Federal standards 
be set for all States. Since Wisconsin has established higher unem- 
ployment compensation benefits than most States, Wisconsin runs the 
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risk of losing industry and jobs to other States with lower standards. 
This possibility can be removed only with establishment of nationwide 
standards. 

It is essential that we now make permanent improvements in the 
Federal-State unemployment compensation system—not only to assist 
the jobless and their families, but to give the Nation a more solid 
foundation upon which to combat the damaging effects of future 
economic decline. 

An effective unemployment compensation program requires realistic, 
uniform minimum standards in every State. This will come about 
only through the enactment of Federal] legislation, just as it required 
Federal legislation to bring about. the start of unemployment com- 
pensation programs in every State in the 1930’s. Wisconsin enacted 
the first unemployment compensation statute in 1931, but it was not 
until Congress enacted the Federal-State system as part of the Social 
Security Act in 1935 that every State followed suit. 

Some States have kept their unemployment compensation programs 
relatively up to date. Most have not. In relation to original bene- 
fits and coverage established in the 1930’s, we have fallen far behind. 
A general, permanent uplifting is needed. Congress must do it. 

It is interesting to note that the administration advocates improve- 
ment in unemployment compensation, and, in many respects, calls for 
the same standards embodied in H.R. 3547. But the administration 
would leave the changes up to the individual States. We will never 
have realistic nationwide minimum unemployment compensation 
standards if the question is left to the States. 

Recovery from the recession has been uneven to say the least. 
Much-publicized gains in certain segments of the economy do not 
offset the poor performance in others. We still have well over 4 mil- 
lion Americans unemployed. 

The administration has demonstrated no real effort to achieve the 
goals of the Employment Act of 1946—maximum employment, pro- 
duction, and purchasing power. It is not a hopeful thing to say, 
but it seems a distinct possibility that we will have an unemployment 
rate approximating 6 percent of the labor force for some time to come, 
unless the administration actively strives to meet the Employment 
Act’s goals. 

Under these circumstances it is in the best national interest to en- 
act permanent improvements in the unemployment compensation sys- 
tem as contained in H.R. 3547. I urge the committee to act favorably 
upon this legislation. 

The Cuatrman. Mr. Reuss, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Reuss. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. : 

We will now hear from our colleague from New York, the Honor- 
able Herbert Zelenko. 

Mr. Zelenko, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Zelenko, and you are recognized. 
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STATEMENT OF REPRESENTATIVE HERBERT ZELENKO, OF NEW 
YORK 


Mr. Zevenxo. Mr. Chairman and members of the committee, I wish 
io thank you for permitting me to speak in behalf of H.R. 3591, a bill 
which I have introduced to provide unemployment reinsurance grants 
to the States, to revise, extend, and improve the unemployment insur- 
ance program, and for other purposes. This bill is one of over a 
hundred similar legislative proposals introduced by my distinguished 
and forward-looking colleagues. This legislation is long overdue. 
It not only will provide temporary sustenance for the working Amer- 
ican and his family during periods of unemployment, but will equal- 
ize his rights and equities with his working brothers and sisters in all 
of the other States. 

We of the Congress during the recent past have enacted legislation 
giving constitutional equality and protection in the fields of civil 
rights, social security and old-age benefits, property rights, security in 
savings and in other fields, but have not done so in the area of the eco- 
nomic illness of the worker. This legislation will not only rectify 
these inequities but will afford a semblance of temporary alleviation of 
monetary hardship. 

I urge the favorable consideration of H.R. 3591 or any other similar 
legislation as soon as possible. 

The Cuarrman. Mr. Zelenko, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
avery fine statement. We appreciate it. 

Mr. ZeLenKo. Thank you, Mr. Chairman. 

The CuarrMan. Any questions? 

Thank you, sir. 

We will now hear from our colleague from Wisconsin, the Honor- 
able Robert W. Kastenmeier. 

Mr. Kastenmeier, will you please come forward to the witness table ? 

We appreciate having you with the committee this morning, Mr. 
Kastenmeier, and you are recognized. 


STATEMENT OF REPRESENTATIVE ROBERT W. KASTENMEIER, OF 
WISCONSIN 


Mr. Kasrenmerer. Mr. Chairman and members of the Committee 
on Ways and Means, I appreciate the opportunity to appear before 
you to ask your full consideration of a group of nearly identical bills 
to provide for unemployment reinsurance grants to the States and 
to revise, extend, and improve the unemployment insurance program. 

In 1931 the State of Wisconsin, which I have the privilege of rep- 
resenting in the House of Representatives, was the first to adopt an 
unemployment compensation act. Since that historic date, the State 
of Wisconsin always has been among the leaders in providing realistic 
benefits for those unfortunate enough to be unemployed. 

However, experience has shown that not all States will act on their 
own to meet the problem confronting them in this area of unemploy- 
ment compensation. Therefore, I believe it behooves the Federal 
Government to provide the leadership in order to assure a uniform 
rate of minimum standards that are in line with the needs of our 
unemployed men and women. 
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risk of losing industry and jobs to other States with lower standards. 
This possibility can be removed only with establishment of nationwide 
standards. 

It is essential that we now make permanent improvements in the 
Federal-State unemployment compensation system—not only to assist 
the jobless and their families, but to give the Nation a more solid 
foundation upon which to combat the damaging effects of future 
economic decline. 

An effective unemployment compensation program requires realistic, 
uniform minimum standards in every State. This will come about 
only through the enactment of Federal legislation, just as it required 
Pale legislation to bring about the start of unemployment com- 
pensation programs in every State in the 1930's. Wisconsin enacted 
the first unemployment compensation statute in 1931, but it was not 
until Congress enacted the Federal-State system as part of the Social 
Security Act in 1935 that every State followed suit. 

Some States have kept their unemployment compensation programs 
relatively up to date. Most. have not. In relation to original bene- 
fits and coverage established in the 1930's, we have fallen far behind. 
A general, permanent uplifting is needed. Congress must do it. 

It is interesting to note that the administration advocates improve- 
ment in unemployment compensation, and, in many respects, calls for 
the same standards embodied in H.R. 3547. But the administration 
would leave the changes up to the individual States. We will never 
have realistic nationwide minimum unemployment compensation 
standards if the question is left to the States. 

Recovery from the recession has been uneven to say the least. 
Much-publicized gains in certain segments of the economy do not 
offset the poor performance in others. We still have well over 4 mil- 
lion Americans unemployed. 

The administration has demonstrated no real effort to achieve the 
goals of the Employment Act of 1946—maximum employment, pro- 
duction, and purchasing power. It is not a hopeful thing to say, 
but it seems a distinct possibility that we will have an unemployment 
rate approximating 6 percent of the labor force for some time to come, 
unless the administration actively strives to meet the Employment 
Act’s goals. 

Under these circumstances it is in the best national interest to en- 
act permanent improvements in the unemployment compensation sys- 
tem as contained in H.R. 3547. I urge the committee to act favorably 
upon this legislation. 

The CHatrman. Mr. Reuss, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made a 
very fine statement. We appreciate it. 

Mr. Reuss. Thank you, Mr. Chairman. 

The CHatrman. Any questions? 

Thank you, sir. : 

We will now hear from our colleague from New York, the Honor- 
able Herbert Zelenko. 

Mr. Zelenko, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Zelenko, and you are recognized. 
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STATEMENT OF REPRESENTATIVE HERBERT ZELENKO, OF NEW 
YORK 


Mr. Zevenxo. Mr. Chairman and members of the committee, I wish 
to thank you for permitting me to speak in behalf of H.R. 3591, a bill 
which I have introduced to provide unemployment reinsurance grants 
to the States, to revise, extend, and improve the unemployment insur- 
ance program, and for other purposes, This bill is one of over a 
hundred similar legislative proposals introduced by my distinguished 
and forward-looking colleagues. This legislation is long overdue. 
It not only will provide temporary sustenance for the working Amer- 
ican and his family during periods of unemployment, but will equal- 
ize his rights and equities with his working brothers and sisters in all 
of the other States. 

We of the Congress during the recent past have enacted legislation 
giving constitutional equality and protection in the fields of civil 
rights, social security and old-age benefits, property rights, security in 
savings and in other fields, but have not done so in the area of the eco- 
nomic illness of the worker. This legislation will not only rectify 
these inequities but will afford a semblance of temporary alleviation of 
monetary hardship. 

I urge the favorable consideration of H.R. 3591 or any other similar 
legislation as soon as possible. 

The Cuarean. Mr. Zelenko, we thank you, sir, for coming to the 
committee and discussing these problems with us. You have made 
avery fine statement. We appreciate it. 

Mr. Zetenxko. Thank you, Mr. Chairman. 

The Cuarrman. Any questions? 

Thank you, sir. 

We will now hear from our colleague from Wisconsin, the Honor- 
able Robert W. Kastenmeier. 

Mr. Kastenmeier, will you please come forward to the witness table? 

We appreciate having you with the committee this morning, Mr. 
Kastenmeier, and you are recognized. 


STATEMENT OF REPRESENTATIVE ROBERT W. KASTENMEIER, OF 
WISCONSIN 


Mr. Kastenmeter. Mr. Chairman and members of the Committee 
on Ways and Means, I appreciate the opportunity to appear before 
you to ask your full consideration of a group of nearly identieal bills 
to provide for unemployment reinsurance grants to the States and 
to revise, extend, and improve the unemployment insurance program. 

In 1931 the State of Wisconsin, which I have the privilege of rep- 
resenting in the House of Representatives, was the first to adopt an 
unemployment. compensation act. Since that historic date, the State 
of Wisconsin always has been among the leaders in providing realistic 
benefits for those unfortunate enough to be unemployed. 

However, experience has shown that not all States will act on their 
own to meet the problem confronting them in this area of unemploy- 
ment compensation. Therefore, I believe it behooves the Federal 
Government to provide the leadership in order to assure a uniform 
rate of minimum standards that are in line with the needs of our 
unemployed men and women. 
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The bill which I introduced along with some 120 of my colleagues 
provides for several changes in the existing act. The bill, among 
other things, would— 

(1) Establish benefits equal to not less than 50 percent of the 
weekly wages so long as that amount is not more than two-thirds 
of the average weekly wage in the State. 

(3) Establish a uniform benefit period of 39 weeks. 

3) Permit States free choice in providing for uniform rate 
reductions to employers as well as individua) experience-rated 
reductions. 

These are worthy improvements which are much needed in the light 
of the failure of many States to face up to the problem of unemploy- 
ment. 

My bill, however, differs from the others in one important respect. 
I have retained the “four employees or more” section on coverage. 
The other bills have extended coverage to those employing one or 
more persons. 

It is my feeling that extension of coverage would place an undue 
hardship on the rural shopkeeper who works a long day himself and 
employs one or two persons to assist him. This small merchant 
already has a multitude of records to keep for himself and his Govern- 
ment—local, State and Federal. 

Although there has been some talk in my own State of Wisconsin 
of extending the coverage to some extent, I believe that our present 
minimum of four ps og is adequate and provides a realistic dis- 
tinction in the size of the business operation. The shopkeeper who 
works a full dav himself and employs one or two persons to meet 
the peak demands for service or the dentist or lawyer who has one 
assistant to do his routine record keeping and typing functions in a 
markedly different manner than the merchant doing business on a 
larger scale and with a full staff of employees. 

Mr. Chairman, this bill requires no appropriation of funds by Con- 
gress, and it does not change the present Federal-State relationship 
in the operation of the unemployment compensation system. Fur- 
thermore, it does not call for any increase-in the present Federal tax 
upon payrolls. 

The Cuarrman. Mr. Kastenmeier, we thank you, sir, for coming to 
the committee and discussing these problems with us. You have 
made a very fine statement. We appreciate it. 

Mr. Kastrenmeter. Thank you, Mr. Chairman. 

The CHatrman. Any questions? 

Thank you, sir. 

The Chair has just been advised that the Governor of Michigan 
will be delayed momentarily, so we will call the next witness and 
take the Governor following this witness. 

Mr. James J. Maher, please come forward. 

Mr. Maher, will you identify youself for the record by giving us 
your name, address, and capacity in which you appear? 
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STATEMENT OF JAMES J. MAHER, CHAIRMAN, SOCIAL SECURITY 
COMMITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW 
YORK, ACCOMPANIED BY MAHLON Z. EUBANK, DIRECTOR, SOCIAL 
SECURITY DEPARTMENT 


Mr. Mauer. My name is James J. Maher. I appear here as chair- 
man of the Social Security Committee of the Commerce and Industry 
Association of New York. 

With me is Mahlon Z. Eubank, who is director of the association’s 
social security department. ‘ 

The CHarrMan. You are Mr. Maher. 

Mr. Mazer. Mr. Chairman, I have a prepared statement which [ 
would like to enter into the record, and with your permission I would 
like to comment on some of the highlights of that statement. 

The Cnamman. Without objection, the entire statement and the 
materia) appended to it will appear in the record, and you are recog- 
nized to proceed in your own way. 

Mr. Mauer. Thank you, Mr. Chairman. 

When the Social Security Act first was enacted in 1935, it left full 
responsibility and discretion with the States to determine eligibility 
conditions, benefit amounts, and duration of benefits. Committee re- 
aa of both the Senate and House in connection with the original 

ocial Security Act contain the following statement : 

Except for a few standards which are necessary to render certain that the 
State unemployment compensation laws are genuine unemployment compensa- 
tion acts and not merely relief measures, the States are left free to set up any 
unemployment compensation system they wish, without dictation from Wash- 
ington, * * * Likewise, the States may determine their own compensation 
rates, waiting periods, and maximum duration of benefits. Such latitude is very 
essential because the rate of unemployment varies greatly in different States, 
being twice as great in some States as in others. 

This original concept of State responsibility in unemployment com- 
pensation was sound then and is just as sound today. The States are 
in the best position to adapt their unemployment programs to their 
particular unemployment pattern, their industrial composition, and 
their economic circumstances. 

What is more important, I think, gentlemen, is that this has afforded 
the States an opportunity to develop through experience and experi- 
mentation programs that are best suited to their individual economic 
and employment patterns. 

By transferring control over the unemployment insurance programs 
to the Federal Government, we would eliminate a sphere in which the 
States find their greatest scope of experimentation to meet the ever- 
changing employment pattern and economic circumstances. Our 20 
years of experience with unemployment insurance have been marked 
by constant changes in the laws of the various States. These were 
the result of individual State experimentation which has been helpful 
to all of the States. 

This has been especially true with respect to benefits, duration, and 
other areas in the system. 

The proponents of this bill by implication are saying that the elected 
officials and legislators of various States’ governments are unwilling 
to respond to the needs of their citizens. That this is not true is best 
evidenced by these facts: 
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In New York during the 1959 session, the legislature passed legisla- 
tion which son td coverage to all employers who pay $300 in 
wages in a calendar quarter. In addition, the New York Legislature 
passed in 1959, “tapering off” extended unemployment benefits, rather 
than borrowing from the Federal Government. 

New York’s Industrial Commissioner Martin P. Catherwood, in re- 
ferring to this legislation, said : 

This is a significant forward step. In providing emergency benefits under our 
re song State program, it restores State initiative in an area of State responsi- 

ity. 

Also in New York in 1958, the maximum benefit amount was in- 
creased from $36 to $45 following a pattern of setting the maximum 
at 50 percent of the State’s average wage. [Entitlement was broadened 
from 20 weeks in the base period to 40 weeks within a 2-year period, 
15 of which must be within the last base year. : 

Other States have not waited for the Federal Government to act 
to broaden coverage below four in 20 weeks. Twenty-five States now 
have a lower coverage provision. All but two of the remaining 
States extended coverage below the present requirement by common 
ownership, multiple unit, and contract-tacking provisions. 

A study of the various duration provisions in the State unemploy- 
ment insurance laws has shown that about 75 percent of all covered 
workers are in States, 35 in all, which provide 26 weeks of uniform 
duration or 26 weeks of maximum variable duration. This is in con- 
trast with 20 years ago when 42 States limited payments to 16 weeks 
or less and none paid benefits for more than 20 weeks. 

This trend in increasing the maximum amount of duration will be 
reflected among some more of the 44 States whose legislatures are 
meeting this year. 

We predict that many of these States will take action to extend the 
maximum duration of benefits in their unemployment insurance laws. 
Over the past 5 years 45 States have increased their maximum benefits 
one or more times, 

Among the 44 State legislatures which are meeting this year, we 
expect again a substantial number of them will take action to improve 
their benefit formulas. 

There is a point that I would like to make, Mr. Chairman, and that 
is with regard to the depressed areas around the country. We fully 
recognize that these areas present special problems where continued 
high levels of unemployment persist in prosperous as well as in re- 
cession years. 

Some advocates of the Karsten-Kennedy bill have contended that 
this is one of the fundamental problems it would solve, but the ex- 
tended benefits this legislation would provide by themselves cannot 
bring about lasting improvement. Actually, in the long run, they 
may aggravate the problem by discouraging the mobility of labor, 
and such standards cannot possibly fit the many diverse local condi- 
tions that exist in the 50 States, including Hawaii. 

These facts do not tell the whole story. Although no statistics 
are available, it is clear, nevertheless, that a vast majority of claimants 
today are receiving benefits of more than 50 percent of their take- 
home pay. 
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We object to the manner in which this bill would regulate the 
amount and duration of benefits. It provides that the maximum 
benefit provided in any State must equal two-thirds of the average 
weekly wage of covered workers in that State; that benefits must be 
ut least equal to one-half of the claimant’s average weekly wage; 
and that all claimants are to be eligible for at least 39 weeks of 
benefits. 

Up to their stated maximums, most States, where a claimant has 
at least one quarter of the full-time work, pay the claimant 50 percent 
of his average weekly wage. The benefit formula is further geared 
in these States so that the lower paid workers receive more than 50 
percent of this wage. This is true in New York, as illustrated by the 
exhibit that is attached to our statement. 

1 would just like to comment on that, Mr. Chairman, with some 
illustrations. 

A gross weekly wage at $75 in New York would produce a benefit 
of $38, which is a little over 50 percent. At $88, the benefit would be 
$44 which would produce a benefit of 50 percent. At $90, the benefit 
would be the maximum of $45, or approximately equal to 50 percent, 
although, in relation to gross weekly wage, and on the take-home pay 
basis, of course that would be more and depend upon the tax status 
of the individual. ; 

To pay for an extended duration of 39 weeks to seasonal workers, 
secondary wage earners, and others who have a meager attachment 
to the labor market, would prove extremely costly to many States 
and might develop undesirable countereffects. 

We submit that the States have exercised sound judgment in paying 
more than 50 percent of the average weekly wage to the low-wage 
earner who is regularly attached to the labor market, rather than 
to pay benefits of long duration to seasonal workers and others who 
show only a meager attachment to the labor market. 

The desirability of setting a maximum at two-thirds of the State’s 
average weekly wage is open to serious question. 

For example, the average weekly wage in New York is now between 
$91 and $92. Under the standards proposed in this bill, the maximum 
weekly wage would increase from the present $45 to $61. To obtain 
rors maximum the worker’s average weekly wage would have to be 

122. 

We have in New York situations involving seasonal industries where 
earnings are high and we have these situations in mining, and quarry- 
ing, and some other industries, and some workers in some of these 
industries must only work 20 weeks and could now receive 26 weeks 
of benefits. 

Under the Karsten-Kennedy bill, these same workers who just meet 
the 20-week New York entitlement provision would receive benefits 
for as long as 39 weeks. 

A study of wage patterns in other States would no doubt show that 
you would also have somewhat of a similar situation. Such seasonal 
workers thus would receive tax-free benefits for longer periods in each 
year than the periods they actually work. In fact, they would be 
receiving either wages or benefits in some cases during the entire year 
except for a 1-week waiting period. . 
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Another provision of the Karsten-Kennedy bill reduces coverage to 
an employer who at any time during the taxable year has one or more 
individuals in his employ. All States would have to extend coverage 
under this formula. 

We object to the provision in its present form for the following 
reasons : 

There are many small employers who hire temporary workers dur- 
ing periods of heavy seasonal business. Under this bill these em- 
ployers would automatically be covered. In many instances such tem- 
porary workers are not generally attached to the labor market and 
therefore would not be eligible to receive benefits. Small employers 
thus covered would have to pay Federal and State unemployment 
insurance taxes on these employees even though they are not eligible 
to receive benefits. 

I don’t know the exact statistics, but I think there are about 1,800,000 
that have been brought under the different State laws, leaving some- 
thing better than a million that would come under the Federal, in 
addition to the other 1,800,000; and I think, too, that we have here a 
question of administrative costs, as well as the problems that does 
impose on a lot of these small employers. 

New York provided coverage for one or more this year in a bill 
which extended coverage to all employers who paid remuneration of 
at least $300 in a calendar quarter. 

We consider this to be the more practical way to accomplish the 
extension of coverage than that proposed in the bill. We understand 
that this committee has always also been urged to consider legislation 
which would increase the wage base for the Federal unemployment 
tax from $3,000 to $4,200. 

If additional revenues are required to finance the cost of adminis- 
tration of the program, we strongly believe it would be sounder and 
more equitable to increase the tax rate rather than the tax base. If 
added revenue is needed, all employers should bear their proper share 
of the additional cost. 

Studies have indicated that the vast majority of claimants who ex- 
haust their benefits do not earn $3,000 in their base year. An increase 
in the tax base would require extra taxes from only those stable em- 
ployers who are contributing the least to the benefit and administrative 
workloads. 

An increase in the tax base beyond $3,000 would have no impact on 
the low-wage industries or on the seasonal high-wage industries. 
They would not pay any additional tax by reason of an increase in 
the wage base. These same industries are those which are presently 
at ge benefit costs far in excess of their contributions to State 

unds. 

Thus, increasing the wage base would result in substantial inequities 
by placing the added tax burden on the stable high-wage employer 
rather than on the seasonal low-wage employer. 

Many of the States faced with the need for increasing revenues to 
pay for additional benefits and increased duration have decided that 
a tax rate increase is the more preferable method. Seventeen now 
have tax rates in excess of the so-called standard of 2.7 percent, and 
these 17 States embrace over 50 percent of the workers covered under 
the programs. 
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In contrast to the judgment of these States, only five States have 
elected to increase the wage base. 

Now, proponents of an increase in the taxable wage base for unem- 

loyment insurance cite the discrepancy between the unemployment 
insurance wage base and the old age and survivors insurance wage base, 
and of course we don’t feel that they should be considered in that 
light since the two are entirely different: One, the old age benefit 
provision, being where you accumulate wages over a long period of 
time and the computation of the benefit is based on those accumulated 
wages, and you have a better percentage relationship to changes that 
occur In your economic levels. 

Unemployment insurance, computed each year, stands by itself, so 
it is computed only on the period of 1 year. Support for some of 
these contentions as to the preferability of an increase in the rate 
rather than an increase in the wage base can be found in various of 
the reports of the Federal Advisory Council on Unemployment 
Insurance. 

The point I did not make before, Mr. Chairman, when I was dis- 
cussing the matter of benefit of 50 percent, was that most States up 
to their maximum or cutoff points are providing benefis up to 50 

rcent or more of the claimant’s gross wage. In fact, if we consider 
it from the point of view of spendable income, the relationship be- 
tween benefit and wage would be at least 50 percent in the great ma- 
jority of the States. 

I don’t think the effect of increased income of social security taxes 
since 1989 on take-home pay can be disregarded in comparing tax-free 
benefits with wage income. 

In 1939 wages were virtually free from income tax. Therefore, 
the comparability of these ratios becomes somewhat cloudy. 

In conclusion, Mr. Chairman, I would like to again emphasize that 
this legislation is both unnecessary and undesirable. The States 
themselves have proven that they are capable of legislating and ad- 
ministering their unemployment insurance programs according to 
their own best needs. 

The Karsten-Kennedy bill would impose standards on them, and, 
in our judgment, would be an unwarranted intrusion on their rights. 
For this reason we urge your committee to act unfavorably on this 
and any other similar measures that may come before it. 

(Prepared statement of Mr. Maher follows :) 


STATEMENT OF JAMES J. MAHER, CHAIRMAN OF THE SocrAL SECURITY COMMITTEE 
OF COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC., AND ASSISTANT 
VICE PRESIDENT OF THE CHASE MANHATTAN BANK 


Commerce and Industry Association of New York, Inc., the largest service 
chamber of commerce in the East, represents approximately 3,500 employers, 
large and small, in all branches of industrial and commercial activity, includ- 
ing many corporations headquartered in New York but engaged in multistate 
operations. Through its social security committee, which includes tax and per- 
sonnel executives of leading national organizations, and its social security de- 
partment, the association studies and actively represents management thinking 
of significant unemployment insurance issues at both the National and State 
levels. The Commerce and Industry Association appreciates this opportunity 
to testify before your committee concerning legislation that would impose 
Federal standards on the States in connection with the benefit and other pro- 
visions of their unemployment insurance programs. 
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When the Socia} Security Act first was enacted in 1935, it left full responsi- 
bility and discretion with the States to determine eligibility conditions, benefit 
amounts, and duration of benefits. Committee reports of both the Senate and 
one in connection with the original Social Security Act contain the following 
statement: 

“Except for a few standards which are necessary to render certain that the 
State unemployment compensation laws are genuine unemployment compensa- 
tion acts and not merely relief measures, the States are left free to set up any 
unemployment compensation system they wish, without dictation from Wash- 
ington. * * * Likewise, the States may determine their own compensation rates, 
waiting periods, and maximum duration of benefits. Such latitude is very essen- 
tial because the rate of unemployment varies greatly in different States, being 
twice as great in some States as in others.” 

This original concept of State responsibility in unemployment compensation 
was sound then and is just as sound today. The executive officers and legisla- 
tors of State governments are responsive to the needs of their respective States. 
They have in the past taken appropriate action to improve their unemployment 
compensation programs to meet changing conditions. We have no reason to 
believe that they will not continue to act upon their own initiative in the future. 
The States themselves, as Congress has recognized, are in the best position to 
adapt their unemployment insurance programs to their particular unemploy- 
ment pattern, economic situation, industrial composition, and economic circum- 
stances. 

We are therefore opposed to the Karsten-Kennedy bill or any other Federal 
measures that would impose on the States an obligation to place in their unem- 
ployment insurance laws standards which, in effect, destroy the present Federal 
and State relationship. The proponents of this bill by impiication are saying 
that the elected officials of every State government are unwilling and unable 
to respond to the needs of their citizenry. That this is not true is best evidenced 
by these facts : 

(1) During the 1959 session, the New York Legislature passed legislation 
which broadened coverage to all employers who pay $300 in wages in a cal- 
endar quarter. In addition, in 1959 New York passed legislation tapering off 
extended unemployment benefits, rather than borrowing from the Federal Gov- 
ernment. New York’s industrial commissioner, Martin P. Catherwood, referring 
to this legislation, said: “This is a significant forward step. In providing 
emergency benefits under our regular State program it restores State initiative 
in an area of State responsibility.” 

(2) In New York in 1958 the maximum benefit amount was increased from 
$36 to $45, following a pattern of setting the maximum at 50 percent of the 
State’s average wage. Also, this year entitlement was broadened from 20 weeks 
in the base period to 40 weeks within a 2-year period, 15 of which must be within 
the last base year. The New York Legislature recognized that certain individuals 
could not meet the 20-week requirement because of illness or other conditions be- 
yond their control. At the same time the earnings qualification, permitting par- 
tially unemployed claimants to obtain partial unemployment benefits for weeks 
in which they have some earnings, was increased from $36 to $45. These are 
merely illustrations of how the State of New York has acted on its own initiative 
to improve its unemployment insurance program. 

(3) The States have not waited for the Federal Government to act to broaden 
coverage below 4 in 20 weeks. Twenty-five States now have a lower coverage 
provision. All but two of the remaining States extended coverage below the pres- 
ent requirement by common ownership, multiple unit and contractor-tacking 
provisions. 

(4) A study of the various duration provisions in the State unemployment 
insurance laws has shown that about 75 percent of all covered workers are in 
States (33 in all) which provide 26 weeks of uniform duration, or 26 weeks of 
maximum variable duration. The vast majority of workers are eligible for 
maximum duration. This is in contrast with 20 years ago when 42 States limited 
payments to 16 weeks or less and none paid benefits for more than 20 weeks. 
This trend in increasing the maximum amount of duration will be reflected 
among the 44 States whose legislatures are meeting this year. We predict that 
many of these States will extend the maximum duration of benefits in their 
unemployment insurance laws. 
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(5) Over the past 5 years, 45 States have increased their maximum benefits 
1or more times. Among the 44 State legislatures which are meeting this year, 
we expect that a substantial number again will also improve their benefit for- 

as. 
are) Since 1954 the average benefit payment nationwide has increased approxi- 
mately 25 percent while average wages have increased 15 percent and the cost of 

ng less than 9 percent. 

ai The pth tg ear payment nationwide in 1958 bought 40 percent more 
in goods and services than in 1939. The average benefit payment in 1939 was 
$10.66 and in May 1958 it was $30.80. In 1939 the cost of living index was 59.4 
and in May 1958 it was 123.6. That’s an increase of more than 100 percent. Even 
if the cost of living increased only 100 percent, it would take $21.32 in benefits 
in 1958 to buy the same amount of goods and services as in 1939. But the aver- 
age weekly benefit in 1958 was $30.80. That’s 40 percent more than $21.32. 

(8) The waiting period before a claimant may start to draw benefits has been 
steadily shortened. In 1939, a 3-week waiting period was common. Today 
most States require no more than 1 week, and five require no waiting period at 
all. 

The facts set forth above show that the States have met their responsibility 
and over the years have increased benefits and duration in accordance with the 
economie pattern in the respective States. These facts do not tell the whole 
story. Allowance should be made for the effect of income tax and social secu- 
rity tax increases on take-home pay in comparing today’s benefits with prewar 
benefits. Although no statistics are available, it is clear, nevertheless, that a 
vast majority of claimants today receive benefits of more than 50 percent of 
their take-home pay. 

We are opposed to the Karsten-Kennedy bill not only on the ground that its 
aim is to substitute Federal responsibility for State responsibility but, also, 
because we object to the manner in which it would regulate the amount and 
duration of benefits. It provides that (1) the maximum benefit provided in any 
State must equal two-thirds of the average weekly wage of covered workers in 
that State; benefits paid at less than the maximum are to equal at least one- 
half of the claimant’s average weekly wage, and (2) all claimants are to be 
eligible for at least 39 weeks of benefits. 

Up to their stated maximums, most States, where a claimant has at least 
one-quarter of full-time work, pay a claimant 50 percent of his average weekly 
wage. The benefit formula is further geared in these States so that the lower 
paid workers receive more than 50 percent of this wage. This is true in New 
York as illustrated by the attached exhibit A. 

To pay for an extended duration of 39 weeks to seasonal workers, secondary 
wage earners, and others who have a meager attachment to the labor inarket, 
the enactment of the Karsten-Kennedy bill would prove extremely costly to many 
States and might develop undesirable countereffects. We submit that the States 
have exercised sound judgment in paying more than 50 percent of the average 
weekly wage to the low-wage earner who is regularly attached to the labor 
market, rather than pay benefits of long duration to seasonal workers and others 
who show only a meager attachment to the labor market. Payments of extended 
duration of 39 weeks go far beyond the social need and could result in an induee- 
rap 4 idleness. It may, in fact, be difficult to get some seasonal workers back 
work. 

The desirability of setting a maximum at two-thirds of the State’s average 
weekly wage is open to serious question. Higher maximums will benefit only 
the higher paid worker, a limited group at best who are the least in need of the 
help afforded by unemployment insurance. 

The average weekly wage in New York is now between $91 and $92. Under 
the standard proposed in this bill, the maximum weekly wage would increase 
from the present $45 to $61. To obtain this maximum, a worker's average 
weekly wage would have to be $122. According to the Labor Market Review 
of January 1959, published by the New York Department of Labor, the principal 
production workers who have an average of $122 or more would be those in the 
fur goods ($125), nonmetals mining or quarrying ($127) and construction ($123) 
industries. Some workers in these industries work only 20 weeks and now 
receive 26 weeks of benefits. Under the Karsten-Kennedy bill these same work- 
ers who just meet the 20-week New York entitlement provision would receive 
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benefits for as long as 31 weeks. The effect of this is shown by the following 
example: 


Gross earnings ($122 X20 weeks) $2, 440 
Benefit amount Karsten-Kennedy bill $61 
Maximum benefits ($6131 weeks) $1, 891 
Percent of maximum benefits to gross wages srt 7 


Seasonal workers thus would receive tax-free benefits for longer periods in 
each year than the periods they actually worked. In fact, they would be 
receiving either wages or benefits during the entire year, except for a 1-week 
waiting period. 

In the majority of States, duration and amount of benefits are geared to past 
earnings and claimants who have earned $300 or less in the base year can 
qualify for some benefits. Small earnings have resulted in 31 States paying 
benefits for a period of from 5 to 12 weeks. These States have chosen to pay 
such claimants’ benefits limited in amount and/or duration rather than to elim- 
inate them entirely. The standard of 39 weeks may result in many of these 
States eliminating the worker with small earnings. As stated in a Bureau of 
Employment Security report on benefit adequacy: “Unemployment insurance 
cannot provide a worker with a modest but adequate standard of living if 
his wages do not.” 

Another provision of the Karsten-Kennedy bill reduces coverage to an em- 
ployer who, at any time during the taxable year, has one or more individuals 
in employ. All States would also have to extend coverage under this formula. 
We object to this provision in its present form for the following reasons: 

(1) Many small employers hire temporary workers for only 1 or 2 weeks dur- 
ing periods of heavy seasonal business. Under this Sill these employers would 
automatically be covered. 

(2) In most instances, such temporary workers are not regularly attached to 
the labor market and therefore would not be eligible to receive benefits. 

(3) Small employers thus covered would have to pay Federal and State un- 
employment insurance taxes on these employees, even though they are not eligible 
to receive benefits. 

New York provided coverage for one or more by passing a bill this year which 
extended coverage to all employers who paid remuneration of at least $300 in a 
calendar quarter. This is a more practical way to accomplish the extension of 
coverage than that proposed in the bill. 

The Karsten-Kennedy bill further provides that for experience rating purposes 
a State would be permitted to levy a uniform tax on all employers below 2.7 
percent. We are opposed to a flat unemployment insurance tax rate because 
there would be no incentive for employers to prevent the payment of improper 
benefit claims or to stabilize employment. : 

Many employers have been encouraged to avoid undue fluctuations in their 
business operations because experience rating has provided them with a financial 
incentive to stabilize employment and thus reduce their tax cost. Without such 
an incentive, it could be more economical for them to curtail their staff and to 
allow their employees to collect unemployment benefits. Employees would suf- 
fer most from such flat rates because of the probable increased layoffs with loss 
of earnings. 

We understand this committee has been urged to consider legislation which 
would increase the wage base for the Federal unemployment tax from $3,000 to 
$4,200. If additional revenues are required to finance the cost of administration 
of the program, we strongly believe it would be sounder and more equitable to 
increase the tax rate rather than the tax base. In support of this contention, 
we submit that: 
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(1) If added revenue is needed, all employers should bear their proper share 
of the additional cost. Studies have indicated that the vast majority of claim- 
ants who exhaust their benefits do not earn $3,000 in their base year. An in- 
crease in the tax base would require extra taxes from only those stable employers 
who are contributing the least to benefit and administratives workloads. 

(2) An increase in the tax base beyond $3,000 would have no impact on 
low-wage industries or on seasonal high-wage industries. These categories 
would not pay and additional tax by reason of an increase in the wage base. 
Yet these same industries, whether high or low wage, are those which are 
presently producing benefit costs far in excess of their contributions to State 
funds. Thus increasing the wage base would result in substantial inequities 
by placing the added tax burden on the stable high-wage employer rather than 
on the seasonal low-wage employer. 

(3) Many of the States faced with the need for increasing revenues to pay 
for additional benefits and increased duration have decided that a tax rate in- 
crease is the more preferable method. Seventeen States now have tax rates 
in excess of the so-called standard of 2.7 percent. These 17 States embrace 
over 50 percent of the workers covered under unemployment insurance pro- 
grams. In contrast to the judgment of these States, only five States have 
elected to increase the wage base. It is significant to note that these five States 
represent only 2 percent of all covered workers. 

(4) Proponents of an increase in the taxable wage base for unemployment 
insurance cite the discrepancy between the unemployment insurance wage base 
and the old-age and survivors insurance wage base. This fails to take into 
account that the programs are entirely different. Unemployment insurance is 
a short-range program with no need for a connection between taxable wages 
and wages used for benefits. There is justification for a higher wage base 
under the old-age and survivors insurance program since (@) all taxable wages 
over a long-range period are used in determining benefits, (0) there is no ex- 
perience rating, and (c) there are employee contributions on the wages used to 
determine the amount of benefits. 

Support for the above contentions can be found in reports of the Federal 
Advisory Council on Unemployment Insurance covering the results of a very 
thorough study on these points. 

In conclusion, we again wish to emphasize that this legislation is both un- 
necessary and undesirable. The States themselves have proven that they are 
capable of legislating and administering their unemployment insurance pro- 
grams according to the best interests of their citizens. The Karsten-Kennedy 
bill would impose federally dictated standards on the States and is therefore 
an unwarranted intrusion on their rights. For this reason we urge your com- 
mittee to act unfavorably on this and any other similar measures that come 
before it. 

ExuHIsit A 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC. 
ADEQUACY OF BENEFITS UNDER NEW YorRK UNEMPLOYMENT INSURANCE LAW 


The following table presents the percentage of the weekly benefit amount 
under the New York unemployment insurance law to (1), the average weekly 
gross wage, (2) the take-home pay of a single person, and (3), the take-home 
pay of a married man with two children. Take-home pay is the average weekly 
wage less withholding and social security taxes. 
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The Cuamrman. We thank you, sir, for. bringing to this committee 
the views of your social security committee of the Commerce and In- 
dustry Association of New York. We are glad to have you with us, 
sir. 

Mr. Maner. Thank you. 

The Cuatrman. Our next witness is the Governor of the State of 
Michigan, the Honorable G. Mennen Williams. 

Governor Williams, we are pleased to have you with the committee 
this morning. We know that you have a very busy schedule in your 

osition in the State of Michigan. We are pleased that you could 
ind time to come to the committee to help us with the problems we 
have before us. 

Mr. Machrowicz. 

Mr. Macurowicz, Mr. Chairman, I know this is not the first time 
this committee has heard from the Governor, but I want to say that we 
in Michigan are very proud of the Governor. I am very happy to be 
able to introduce him to you. 

We know that Michigan is the State probably most affected with 
the problem which we are considering today, and all of us in Michi- 
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gan are very proud of the way the Governor is handling the very 
difficult task which he is faced with. 

The Cuamman. Thank you, Mr. Machrowicz. 

Mr. Knox. 

Mr. Kwox. Good morning, Mr. Governor. I welcome you to appear 
before our committee this morning so we may have your views on 
record as to what you believe to be in the best interests of the State 
of Michigan and the best interest of our Nation relative to the unem- 
ployment compensation legislation which is pending. 

Governor, I have had the privilege of serving with you over a 
period of some 4 years in the Michigan Legislature. commend 
you for many of the things that you have done through that term 
while I was a member of the Michigan Legislature. Therefore. 
we welcome you this OERING and do hope that your views will 
help this committee to make a final determination as to what legisla- 
tion should be recommended to the Congress for consideration prior 
to the adjournment. 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF THE 
STATE OF MICHIGAN; ACCOMPANIED BY NORMAN BARCVUS, DI- 
RECTOR, RESEARCH AND STATISTICS DIVISION 


Mr. Wiuu1ams. Thank you very much, Chairman Mills, and I ex- 
ress my appreciation to my honored colleagues from the State of 
ichigan, Congressman Machrowicz and Congressman Knox. 

Before entering into my testimony I beg to apologize to the com- 
mittee for not having copies for them of my testimony. We thought 
we would be forehanded and get them here to you in advance, and we 
entrusted them to the U.S. mails and their promise that they would 
be here yesterday at 10 o’clock. Unfortunately, they have not ar- 
tha but we do hope to have a few photographed copies before too 
ong. 

Mr. Macurowicz. Mr. Chairman, I might say that it is doubly 
embrassing to us in Michigan, since we know that the post office is 
under the supervision of one of our Michiganers, the Postmaster 
General, but I understand that the statements were sent out several 
days ago and would ordinarly be here. But, for some reason or other 
the office has not worked as efficiently with this mail as it has 
usually. 

However, my office is preparing as fast as it can the photostatic 
copies so that we expect to have them here in a few minutes. I believe 
the members already have copies. The additional copies will be 
available in a few minutes. 

Mr. Byrnes. If the gentleman is suggesting that the reason the 
Governor’s statement is not here is because of some fault of Post- 
master Summerfiield, I think it certainly is out of place in these 
hearings. 

The Citarrman. Let’s proceed with Governor Williams. 

Mr. Macnrowicz. There was no innuendo. The only statement I 
wish to make is that the statements were sent by airmail special deliv- 
ery several days ago and have not yet arrived. 

The Caiman. Governor, you are recognized, 

Mr. Wut1ams, Mr, Chairman, I do apologize. 
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The Cuatrman. We thank you, sir, for bringing to this committee 
the views of your social security committee of the Commerce and In- 
dustry Association of New York. We are glad to have you with us, 
sir. 

Mr. Mauer. Thank you. 

The Cuarrman. Our next witness is the Governor of the State of 
Michigan, the Honorable G. Mennen Williams. 

Governor Williams, we are pleased to have you with the committee 
this morning. We know that you have a very busy schedule in your 

osition in the State of Michigan. We are pleased that you could 

d time to come to the committee to help us with the problems we 
have before us. 

Mr. Machrowicz. 

Mr. Macurowicz. Mr. Chairman, I know this is not the first time 
this committee has heard from the Governor, but I want to say that we 
in Michigan are very proud of the Governor. I am very happy to be 
able to introduce him to you. 

We know that Michigan is the State probably most affected with 
the problem which we are considering today, and all of us in Michi- 
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an are very pod of the way the Governor is handling the very 
difficult task which he is faced with. 

The Cuairman. Thank you, Mr. Machrowicz. 

Mr. Knox. 

Mr. Knox. Good morning, Mr. Governor. I welcome you to appear 
before our committee this morning so we may have your views on 
record as to what you believe to be in the best interests of the State 
of Michigan and the best interest of our Nation relative to the unem- 
ployment compensation legislation which is pending. 

Gamcrior, I have had the privilege of serving with you over a 
period of some 4 years in the Michigan Legislature. I commend 
you for many of the things that you have done through that term 
while I was a member of the Michigan Legislature. Therefore 
we welcome you this morning and do hope that your views will 
help this committee to make a final determination as to what legisla- 
tion should be recommended to the Congress for consideration prior 
to the adjournment. 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF THE 
STATE OF MICHIGAN; ACCOMPANIED BY NORMAN BARCVUS, DI- 
RECTOR, RESEARCH AND STATISTICS DIVISION 


Mr. Wuurams. Thank you very much, Chairman Mills, and I ex- 
—— my appreciation to my honored colleagues from the State of 

ichigan, Congressman Machrowicz and Congressman Knox. 

Before entering into my testimony I beg to apologize to the com- 
mittee for not having copies for them of my testimony. We thought 
we would be forehanded and get them here to you in advance, and we 
entrusted them to the U.S. mails and their promise that they would 
be here yesterday at 10 o’clock. Unfortunately, they have not ar- 
ly but we do hope to have a few photographed copies before too 

ong. 
Mr. Macurowicz. Mr. Chairman, I might say that it is doubly 
embrassing to us in Michigan, since we know that the post office is 
under the supervision of one of our Michiganers, the Postmaster 
General, but I understand that the statements were sent out several 
days ago and would ordinarly be here. But, for some reason or other 
the si office has not worked as efficiently with this mail as it has 
usually. 

However, my office is preparing as fast as it can the photostatic 
copies so that we expect to have them here in a few minutes. I believe 
the members already have copies. The additional copies will be 
available in a few minutes. 

Mr. Byrnes. If the gentleman is suggesting that the reason the 
Governor’s statement is not here is because of some fault of Post- 
master Summerfiield, I think it certainly is out of place in these 
hearings. 

The Cuatrman,. Let’s proceed with Governor Williams. : 

Mr. Macnrowicz. There was no innuendo. The only statement I 
wish to make is that the statements were sent by airmail special deliv- 
ery several days ago and have not yet arrived. 

The CHarrMan. Governor, you are recognized. 

Mr. Wirx1Ams. Mr. Chairman, I do apologize. 
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Your committee is concerned with one of the most important prob- 
lems facing the American people, the problem of maintaining full em- 
ployment and reasonably compensating those who are necessarily un- 
employed through no fault of their own. 

e all know that full employment is the best antidote to unemploy- 
ment; we all know that all but a handful of our unemployed want a 
job, not compensation. The Nation’s real objective is not to pay bene- 
fits to the unemployed, important as that function is for those who 
cannot get a job; our real objective is to provide the jobs that workers 
want and the Nation needs. 

However, one of the very important safeguards to individual se- 
curity and national prosperity is our unemployment compensation 
system. 

zee committee has before it the very excellent Karsten-Machro- 
wicz bill sponsored by eight members of this committee. I most 
heartily commend the sponsors and urge the bill’s adoption. 

In my testimony I shall endeavor to present arguments in favor of 
the most important provisions. I shall try not to go into detail as the 
record is already replete. But I shall also suggest some ideas that 
might further strengthen our job placement and insurance system. 

But even before touching upon the important provisions of the 
Karsten-Machrowicz bill, I feel it would be helpful to run over some 
of the economic factors that make the Karsten-Machrowicz bill im- 
provements such a vital necessity and suggest the need of even fur- 
ther measures. 

Our economic situation today is truly an anomalous and challeng- 
ing one. This calendar quarter promises to produce the highest gross 
national product on record along with substantial profits, but a very 
high degree of unemployment. 

In contrast with considerable signs of business prosperity, there are 
close to 414 million employed. In addition to 3 million receiving un- 
employment compensation, there are 7 million persons receiving wel- 
fare assistance of some kind. 

Nor is there unemployment because there are no needs to be met or 
work to be done. 

Thirteen million American families live in substandard housing. 
We are short at least 140,000 classrooms, probably 300,000. Using 
normal cost per room, this would mean from $4 to $9 billion in con- 
struction costs for the backlog alone. Our cities, airports, and high- 
ways need modernization. Our defenses need strengthening. And we 
are short teachers, doctors, engineers, scientists, and so on. 

There is an equally great need for which there is no exact. measure- 
ment. That is providing our people with the goods and services neces- 
sary to maintain the American standard of living. 

ur situation is complicated because of another factor. That factor 
isautomation. The National City Bank’s monthly letter for February 
1959 observed : 


While longer workweeks and better utilization of labor have played their part 
in the marked rise in output per worker, the major influence has been improved 
efficiency of operations, including one installation of new facilities and the 
shutdown of the least efficient units to reduce cost. 


Three examples, by no means isolated, pinpoint the story. It is 
reported that steel is producing at prerecession levels while employing 
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100,000 fewer workers and coal output is about the same as that of a 
year ago, with 15 percent fewer workers. 

Between 1947 and 1957, production of car and truck units increased 
over 50 percent, while the number of production employees increased 
only one-half of 1 percent. 

In the long run, automation, like all technological advances in the 
past, will be of benefit toman. Now, along with the benefits it brings 
to some, sufferings are brought to many others: Many of our present 
unemployed have been out of work for many months and have no imme- 
diate prospect of a job. The jobs they once held no longer exist. 

The impact of automation and similar long-term causes of unem- 
ployment is not localized. The effect in the coal and automobile indus- 
tries is fairly well known. But less well known is the fact that scat- 
tered throughout 26 States there are 103 major and minor marketing 
areas which are considered distressed ares on the basis of an unem- 
ployment rate of 6 percent or more of the total labor force and which 
met other criteria set forth in the Douglas distressed area bill as that 
bill was reported by the Senate Banking and Currency Committee. 

The following States have major or minor areas in the distressed 
category, according to Employment Service Letter No. 9, Bureau of 
Employment Security, U.S. Department of Labor: Alabama, Alaska, 
Connecticut, Lllinois, Indiana, Kansas, Massachusetts, 
Michigan, Maine, Maryland, Missouri, Montana, New Jersey, New 
York, Michigan, Maine, Maryland, Missouri, Montana, New Jersey, 
New York, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, 
wea Island, Tennessee, Texas, Virginia, Washington, and West 

irginia. 

This brief review of pertinent factors indicates that today’s national 
unemployment is something different from that contemplated when 
our unemployment compensation laws were enacted in the middle 
thirties. Then the problem appeared to be taking care of relatively 
few unemployed, and these unemployed for only relatively short 
periods of time. 

Today our problem involves a general low level of employment de- 
spite considerable economic activity and known wants, along with 
some considerable technological unemployment of long duration due to 
automation. 

Gentlemen, I would like to interject at this moment that I think this 
is one of the real challenges that faces us here in America and that is 
the fact that automation is going to require considerable readjustments, 
that our unemployment is apt to stay at a pretty high level for a good 
number of years. I don’t mean that it is all going to be in the same 
State, but as industry seeks to put in automated machinery, it is prob- 
ably going to mean a considerable amount of readjustment because 
those who are displaced, many of them have been working in that par- 
ticular industry for a good many years, they are not willingly going 
to go into another industry, and it is perhaps going to be very difficult 
to place them. And in the course of my testimony, I am going to look 
to this problem particularly. 

So I say that any realistic effort to meet our problem must there- 
fore consider what must be done to encourage the growth of our 
economy and the reemployment of those out of work for long periods 
due to automation and so on, as well as consider the improvements 
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necessary within the framework of the existing system to make it 
more serviceable under the present circumstances. 

Turning, then, to the specific provisions of the Karsten-Machro- 
wicz bill, there would seem to be five points of special significance that 
might well be considered; benefit amount, benefit duration, workers 
covered, the theory of Federal standards, and reinsurance. 

As to the amount of benefits, as Mr. Karsten himself indicated when 
he presented this matter to the Congress, the need for minimum benefit 
standards has been recognized by the President of the United States, 
the majority of the Federal Advisory Council on Economic Security, 
the Rockefeller Bros. Fund report, a group of Governors representing 
approximately 40 percent of the country’s workers, and many more. 

As I see it, there are two potent reasons for this result : 

First, the original conception of unemployment compensation was 
that to do the job it would ers to pay a weekly benefit roughly equal 
to one-half the average weekly-wage. Dollar amounts written into 
the earlier laws approximated that figure. However, benefit checks 
now average about 37 percent. 

When we consider that inore than a third of all the unemployed dur- 
ing the 1957-58 recession did not receive any unemployment insurance 
benefits and that many others had exhausted their benefits, unemploy- 
ment insurance benefits replaced only about 20 to 25 percent of the 
loss incurred. 

econd, as studies already cited to you indicate, present benefits meet 
less than one-half of unemployed families’ basic expenditures. This 
point is all too frequently driven home by the number of those re- 
ceiving benefits who have been compelled to seek relief in addition. 

In short, the principal authorities and sound reason support the 
bill benefit amount formula, and I certainly en- 

orse it. 

ae to benefit duration, favorable action here, too, is very much in 
order. 

During the first 10 months of 1958 more than 2,200,000 exhausted 
their benefits. Through November of 1958 some 1,300,000 became 
eligible for TUC benefits, and of these 542,000 had exhausted an 
average of some 32 weeks of benefits, according to the Federal Advis- 
ory Council majority report. 

This certainly indicates that the whole country could use a 39-week 
standard duration. Michigan experience squares with this, because 
during 1958, of all claimants, 44.7 percent exhausted their regular 
benefits and more than 50 percent have exhausted their TUC benefits. 

As to extended coverage, here again the President and others have 
recommended extension to employers of one or more. This certainly 
is consonant with good sense, because those who lose jobs from small 
ion Sig are just as hurt as those who had been employed by larger 

rms. 

Furthermore, here is a place that the Federal Government has recog- 
nized its responsibility in the past, changing the coverage from eight 
to four. 

One of the questions that always comes up in a bill such as this is 


whether the Federa) Government can properly take this action or 


whether it would be invading the rights of the States. 


f 
( 
t 
] 
I 
t 
s 
I 
s 
t 
if 
b 
a 
a 
Se 
S 
Dd 
a 
Te 
es 
b 


UNEMPLOYMENT COMPENSATION 1045 


The truth of the matter is that there was considerable argument 
when the bill first went into effect as to whether it wouldnt’ have been 
better to have had a complete Federal system. I know, because I was 
on the Social Security Board at the time, and always argued for the 
joint State-Federal system. 

It is essential to the effective operation of the joint system that the 
States be given enough opportunity for originality and for admin- 
istration without hamstringing progress by inflicting penalties on 
employers in the form of undue or unfair competition. 

erhaps this is stated nowhere better than in the introductory 
remarks of Representative Karsten, what this problem is. He said: 


Through the years the States have been divided and conquered by the argument 
that in no State could members of the legislature afford to obey their best 
instincts, their best judgment as to what was best for the individual unemployed 
worker, best for the economy of the State and Nation. In each State, the argu- 
ment was made that decent standards would be disastrous, that other States 
having lower weekly benefit payments for shorter periods of time might offer 
plants the inducement of lower and lower tax rates on payrolls. 


As pertinent evidence of how this works, the President for about 5 
years has urged the States to adopt a higher benefit standard without 
any significant results in States adopting it. 

A Detroit newspaper has written some words on this subject which 
are worthy of note. I am particularly nappy to cite this paper, be- 
cause it has never yet supported my candidacy, so when it stands for 
the same position that I do, you can be sure it arrived at its conclusion 
independently. Here is what it said in an editorial entitled “Every- 
body’s Problem”: 


From the President has come a proposal to extend unemployment cover- 

e ** 

The President, meeting now with nine Governors, clings to the conviction that 
the Federal Government does not have and ought not to assume primary respon- 
sibility. He wants the States of their own volition to take care of their own. 
But can they? 

Some State legislatures—all but three are in regular session this year—are 
likely to improve their unemployment compensation laws. This will help. But 
surely it is a delusion to expect from 50 State capitals a counteroffensive on 
unemployment broad or deep enough to deal with what is transparently a na- 
tional problem. 

Michigan did not bring on unemployment in the automobile industry, and 
Michigan is far from alone in suffering from it. If this State were to try to pay 
its jobless a minimum subsistence indefinitely, all too obviously the State would 
bankrupt itself and much of the industry in it. What then? Does the State 
and the Nation let the men starve while hoping for the upturn? 

The conclusion is as irrational as it is ernel. Yet it cannot be avoided without 
acceptance by the Federal Government of responsibility both to standardize 
compensation and tackle nationally the job of getting men back to work. 


This editorial is so right. 

As I mentioned earlier, on February 13, 1958, 11 Governors repre- 
senting States with 40 percent of the covered workers in the United 
States—these States were Colorado, Towa, Maine, Massachusetts, 
Michigan, Minnesota, New Jersey, New York, Oregon, Rhode Island, 
and Washington—wired the President that— 
realistic Federal minimum standards in unemployment insurance should be 
established. 

Let me highly commend the sponsors of the Karsten-Machrowicz 
bill on proposing a reinsurance system. An adequate reinsurance sys- 
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tem will do two things. It will make the payment of benefits in all 
States more assured. It will make more realistic merit rating possible. 
Finally, the cost to taxpayers for the improved security should aver- 
age the same as now. 

The cost of not having reinsurance is evidenced by the 7 billion 
reserve total of the States today, with some States having practically 
nothing and other States having substantial sums. The 7 billion 
reserve is about double the 1958 total benefit payments, and five times 
the last 10-year average. 

In other words, if a State system were backed up by a realistic na- 
tional reinsurance system, individual States would not feel they had 
to build up such sizable reserves and many States facing high unem- 
ployment would not need to feel too uneasy. 

May I interject here a comment on the fact that Michigan has some- 
times been characterized as the sole State, practically, ‘that would 
benefit from this reinsurance program. 

I would like to call attention to a letter which I have had the privi- 
lege of seeing, which has, I think, been sent to you for your record. 
This is from a professor in my alma mater, Richard A. Lester, profes- 
sor of economics at Princeton University, and he looks not only at this 
present recession, but goes back and looks at two others, and in the 
recession of 1948-49, he shows that the States where the relative drain 
was better than 2.7 percent of taxable wages, Rhode Island at that 
time led the list with 6.7; California had 4 percent; New Hampshire, 
4 percent; Massachusetts, 3.7 percent; New York, 3.3 percent; Con- 
necticut, 3.2 percent; Maine, 3.1 percent; Vermont, 3 percent; Alaska, 
2.9 percent; New Jersey, 2.8 percent; and Michigan didn’t even appear 
on the list. Its ratio was 1.9 percent. 

In 1954 this was the situation: Alaska had 6.5 percent; Rhode 
Island and West Virginia each 4 percent; Kentucky, 3.8 percent; 
Pennsylvania, 3.3 percent; New Jersey, 2.9 percent; and Michigan 
and Tennessee, 2.8 een So it is clear that this reinsurance pro- 
vision can very well be of benefit to a good many States, other States 
than Michigan. 

I think there is one further consideration and that is that if a uni- 
form benefits and duration program were adopted as the Karsten- 
Machrowicz bill suggests, then there might be a good many more, be- 
cause some States might presently have as much unemployment as 
other States, but because of having lower benefit rates or duration, the 
drain on their particular reserves would be much less. 

And at this point I would just like to call your attention to the 
footnote on my page 6 where it shows today those States which have 
ratios in excess of 6 percent of those unemployed in covered employ- 
ment. 

Here we see, for example, that despite the average nationally being 
5 percent, Montana has 10.6 percent; North Dakota, 9.3 percent ; West 
Virginia, 8.6 percent; Maine, 8.4 percent; Idaho, 7.2 percent ; Oregon, 
6.9 percent; Rhode Island, 6.8 percent; Kentucky, 6.8 percent; Ar- 
kansas, 6.7 percent; Minnesota, 6.4 percent; Washington, 6.3 percent; 
Mississippi, 6.2 percent; Nevada, 6.2 percent, and Vermont, 6.1 per- 
cent. Michigan on this ratio is 5.1 percent. 

_ If I may believe this point, I would like to make a couple of addi- 
tional suggestions. Since the three-tenths of 1 percent is so nearly 
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consumed by existing administrative expenses, it would seem advis- 
able to raise this by one or more additional tenths in order to have a 
sound reinsurance system. 

Furthermore, I feel an inadequate job is now being done to support 
our employment placement x ater and greater investments should be 
made in that area from the administrative funds. _ 

At the neg ing of my testimony, I stressed the necessity of em- 
phasizing jobs. Let me return to that. 

While it is not immediately before this committee, I don’t think that 
we can mention too often that we must favor those measures that take 
the brakes off our economy and permit it to grow at more than the 2 
to 3 percent which has characterized it the last few years. Such meas- 
ures are those which stimulate growth through investment, proper 
money and credit operations and the like. 

Some of these measures are more in the hands of the executive, but 
a substantial Boe works program is a direct concern of the Con- 
gress. I would hope for favorable and prompt action. This would 
get jobs going in the several States throughout the country. 

In addition to direct Federal projects, there are many States match- 
ing projects on the shelves waiting for Federal encouragement to get 
underway and put men to work. 


Even more directly in line with the bills before this committee is 
the matter of job placement. 

I feel our employment services could do a much better job were 
they given more adequate funds from the three-tenths of 1 percent 
for administration and if progressive Federal policies were adopted. 
Even during periods of heavy unemployment such as at present, 
there are numerous jobs available, but men with the requisite skills 
are not forthcoming. 

Just examine the men wanted pages of the newspapers in many 
large cities. I would venture that even with considerable unemploy- 
ment in Michigan, there are thousands of jobs available for those 
with the requisite skills. 

In the past we have, despite our own considerable unemployment, 
had to recruit out of State to get requisite skills, and even recruit 
outside the country, indicating that the shortage of needed skills in 
our State was not too different from that in others. 

Particularly where automation now removes so many jobs of types 
no longer in abundance, it is increasingly necessary to train and re- 
train men in new and different skills. Conseling is most requisite in 
this readjustment, especially when men have abandoned a lifetime 
occupation for another. If the man is middle aged, this adds to the 
touban: Finally, if the man’s abilities and the job opportunities 
available to him add up to employment at a lower wage level or 
nothing, then his need for helpful counseling and skillful placing is 
imperative. 

ince the Federal Government pays for the cost of administration 
of unemployment compensation and employment service, improve- 
ments in this area probably need to be sparked in the Congress and 
the Labor Department. 

While I believe the Labor Department might do more omg Dae 
lines, the three-tenths of 1 percent on not give the Depart- 
ment too much leeway and congressional help is indicated. 
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I have already indicated that administration costs even at present 
levels come very close these last few years to absorbing all of the 
available money, although this was not true earlier. 

However, the n.ost important thing to do immediately is to put 
the emphasis on job placement and encourage policies heading in that 
direction. 

Along these lines, I would propose that the unemployment insur- 
ance tax be imposed on a countercyclical basis which follows initial 
steps taken by Michigan and a few other States. It is in accordance 
with the principles suggested by Prof. Arthur Burns, formerly Presi- 
dent Eisenhower’s Chairman of the Council of Economie Advisers, 
and by Prof. Kenneth Galbraith of Harvard. 

I might add that when these two men agree, we should all take 
notice. Professor Burns has stated: 

Once we succeeded in devising a system of insurance that is comprehensive 
in coverage and tolerably suited in its-scale of benefits to the needs of the unem- 
ployed in a modern economy, we should be in a position to deal with the dif- 
ficulties of recession in a calmer atmosphere than existed early this year. Our 
situation would be better still if we could devise a politically acceptable means of 
automatically varying tax rates with the ups and downs of economic activity. 

You are all familiar, I am confident, with the economic principle in- 
volved. In good times of high employment and production when the 
inflationary pressure is greatest, a higher tax would be imposed which 
in turn would tend to relieve this pressure. 

On the other hand, in less prosperous times when employment and 
production are lagging, and the employer is having most difficulty, he 
would have a greater proportion of his funds available for invest- 
ment and employment. ~ ene then have an ability to make ex- 
penditures at a time when the economy as a whole was most in need of 
greater expenditures. 

There would of course have to be some method for determining when 
and to what extent the tax would be raised or lowered. It is, of course, 
of the highest importance that this decision be made with complete 
objectivity. For this reason, I would suggest that some agency such 
as the Federal Reserve Board be entrusted with the official Govern- 
ment index of unemployment levels. 

For example, when unemployment reaches a level of 3 percent, or 
less, which might be regarded as a minimum figure, the tax would be 
— and when unemployment exceeds 5 percent, the tax rate would 

rop. 
A variety of tax devices can be utilized to implement the principle of 
countercyclical taxation, but’ I would not attempt to prescribe the most 
suitable method. If this committee accepts the principle, a practical 
system can be found. 

One other important problem merits, I believe, a special program 
of solution. Technological unemployment is and is going to include 
many workers who will still be unemployed leng after the suggested 
39-week period. 

Technological improvement should be a boon, not a bane to the em- 
ployer and his employees. There should be incentives not penalties, to 
the development of our technology. But then we will need a speciall 
designed system to deal with the unemployment created by the wr 
vances of technology. ‘ 
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The problem is no longer one of tiding a worker over until he can 
get back on his old job in fis own community but, rather, of tiding him 
over until he can get a different kind of a job, perhaps in another in- 
dustry, and even in another community; and perhaps, if he cannot 
be retrained, to another skill, at lower pay. 

We have not really begun to do anything about this problem, and 
certainly our present system does not deal with it. We ought to show 
foresight now rather than hindsight later. 

This certainly should be treated as an entirely different problem. 

What I visualize is the possibility that a man is going to be looking 
for his old job as hard as he can and hoping for it Becantal that is 
where he may have spent a lifetime of effort, and this may take all of 
26 weeks in which he has also taken a look at different jobs, but these 
may not have been available to him. 

Then he is going to perhaps see if there is something in an entirely 
different and unrelated field and whether this will take a few weeks or 
a dozen, I don’t know, but by that time this man is going to require 
some pretty careful counseling to get him into a position to accept 
the inevitable that he is going to have to have a different kind of job, 
page of a job for which he presently doesn’t have the requisite 
skill. 

This then envisions some kind of retraining, and retraining cannot 
be accomplished overnight. Whether he is going to have to work 6 
months or a year or 2 years in order to fit himself for jobs that are 
available, or will become available, I don’t know. But I holier some- 
thing of that period is necessary. That is why I am talking here 
about some form of specially extra-extended benefits. This should 
certainly be treated as an entirely different problem. It would be a 
part of a kind of special comprehensive policy such as certain medical 
programs use. It might well have a different eligibility period, prob- 
ably a stiffer one. 

It might well be financed by a joint employer and employee tax. 
It would provide for compensation beyond the 39 weeks for such 
length of time as would seem appropriate from national studies of 
this experience. From the half-million who had exhausted their 
pore ant unemployment compensation benefits after an average dur- 
ation of about 32 weeks, I would estimate that there would be a sizable 
but still manageable number who would be still unemployed after 
39 weeks. This number would very much need compensation, because 
by that time savings and other resources would be worn out or very 
thin. But this number could be financed on a relatively small fraction 
of a percent for a rather lengthy additional period. 

Both the extra-extended benefits and the joint-tax proposal would 
be new to unemployment compensation, I recognize. But our recent 
experience with temporary unemployment compensation and the 
problem of placing the technologically unemployed both indicate the 
need for the extra-extended period. 

The special joint tax would be new but not novel. In the 1949 
Report of the Advisory Council on Social Security, the principle of 
the joint tax was approved by both management and labor representa- 
tives. The special nature of the recommended extra-extended rier 
and the genuine long-term sense of security involved should, I feel, 
commend this idea to all concerned. 
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In conclusion, I commend again to your favorable consideration the 
Karsten-Machrowicz bill and ung? that the Congress take all possible 
steps to develop our economy and job opportunities. 

Thank you. ‘ 

The Cuarrman. Governor, again we thank you, sir, for your ap- 
pearance before the committee. We appreciate your suggestions for 
handling this most important problem. 

Are there some questions of the Governor ? 

Mr. Mason. Yes, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Governor, you have had plenty of firsthand expe- 
rience with the results of automation, particularly rapid automation. 
What is your explanation of why we have today much more rapid 
automation going into effect than we had 5 or 10 years ago? 

Mr. WitiaMs. It is a combination, sir, of the improvement in the 
art, and during a period of unemployment caused by a national reces- 
sion, when the plants were down, the employers took advantage of that 
opportunity to install this new machinery. 

I think that is the explanation as I see it. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuatrman. Mr. Karsten will inquire. 

Mr. Karsten. Mr. Chairman, I would like to congratulate Gov- 
ernor Williams on a very, very fine statement. I did have one ques- 
tion that I would like to raise and my curiosity was stimulated by the 
remarks at the outset of your testimony. 

Just for my information, when did you mail this statement to 
Washington, Governor? 

Mr. Witu1aMs. I mailed it in the evening of the day before yester- 
day, I believe. 

Mr. Karsten. That is 3 days, and it was to be sent airmail, was it? 

Mr. It was sent airmail special delivery, sir. 

Mr. Karsten. I would not want to raise any innuendos about the 
Republican postal service, but I would like to point out to the Gov- 
ernor that the Republicans pledged the American people would 
receive the kind of mail delivery they deserve, the speediest and the 
best og American ingenuity, technology, and modern business could 

rovide. 
?é I would not say it is very speedy, would you, Governor? 

Mr. WituiaMs. I had certainly hoped it was going to be speedier, 
and I was promised it would be here yesterday, and I am very 
embarrassed that it was not, sir. 

Mr. Karsten. Through the years you have had occasion to send air 
mail letters to Washington under previous administrations. Was the 
mail service faster under them or not ? 

_Mr. Wiu1ams. I never had this particular form of embarrassment, 
sir. 

Mr. Karsten. Thank you very much, Governor. 

The Cuarmman. Mr. Curtis will inquire. 

Mr. Curtis. Governor Williams, on page 6 of your statement you 
make the point that this reinsurance program will make more realistic 
merit rating ible. 

_ First of all, do you subscribe to that part of the unemployment 
insurance program that includes merit rating ? 
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Mr. WuuiaMs. I subscribe to the theory of merit rating. I think 
that it should have certain conditions and standards, but the theory 
I do agree with. 

Mr. Curtis. One of its objectives, of course, is to try to encourage 
employers to have more stability of employment; is that not correct ? 

Mr. Wiuuiams. That is correct, and in part that can be achieved 
but of course many employers are forced to shut down because o 
national recessions and the like over which they have no control, but 
within a limited area they can do something. 

Mr. Curtis. I did not mean by my questions that it would solve it, 
but at least it contributes to stability. 

Mr. Wuuiams. I think, if we understand that this is a limited 
incentive, I certainly approve it. 

Mr. Curtis. The reason I ask that is there has been some question 
as to whether the Karsten and Machrowicz bill would not destroy the 
merit rating which is presently one of the bases of the Federal-State 
unemployment compensation system. 

Mr. Wuuiams. I think, sir, that this particular provision is a 
voluntary one and if the States wanted to put that in 1 would assume 
that the matter would be well argued out in advance. 

Mr. Curtis. I had thought perhaps that is what it was, too, until 
some of the witnesses pointed out the practical effect of what seems 
maybe in words, to be voluntary, but what in practical effect woul 
amount to the destruction of it. One reason being, it was. advanced 
that it is not just a voluntary system; there actually is a reward 
offered to States that will abandon the merit rating system in the bill. 

Would you agree that that is true: that there is a reward offered to 
the States that would abandon merit rating? 

Mr. Witu1aMs. No, sir; that is not my understanding. 

It is my understanding that merit rating in and of itself permits 
the employers within the States to reduce their individual liabilities, 
and I gather that the ability to reduce taxes generally would have 
somewhat the same effect. 

In the State of Michigan, we have an interesting kind of dual 
system, because we have individual merit rating; and then if the 
emergency is particularly severe we have a special emergency half of 
1 percent tax, and if I am not mistaken—and I would like to consult 
with my colleague here, who is Mr. Norman Barcus, of the Michigan 
Employment Security Commission. 

Wasn’t that recommended by the employers? 

Mr. Barcus. Yes; that is correct. 

Mr. Wituiams. He affirmed my memory that this had been recom- 
mended by the employers, so that it seems to me that some system 
within reason, such as the Karsten-Machrowicz bill has, would not be 
too objectionable to employers either. 

Mr. Curtis. I thank you for your observation. 

Let me ask this: If it were true that the way the Karsten-Machro- 
wicz bill is written would destroy merit rating, would you favor it? 

That is a hypothetical question. I understand that you do not 
think that it does, but I say it because that has become a point of issue, 
Governor, here, and I do not know myself. 

I want to say this and I am asking this candidly. Some of the 
witnesses have pointed out why they think that the way the bill is 
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worded would in effect amount to a destruction of the merit rating 
yoy The only question is to try to evaluate how important you 
think merit rating to be to see if their conclusions were correct. 

Would you think that the bill should be amended or that the bill 
may not be passed if that were found out to be the truth ? 

Mr. Wiutu1ams. While I don’t pretend to be in the same position, 
I think President Roosevelt always took refuge against answering 
“iffy” questions, and I would hesitate to assume under circumstances 
that I don’t believe are true that the Karsten-Machrowicz bill does 
destroy merit rating. 

Mr. Curtis. I would not push the question, Governor, because it is 
based upon that presumption. 

You do recognize merit rating to be of value? 

Mr. WiiuraMs. Yes, sir. 

Mr. Curtis. I am trying to weigh how valuable you might think 
it to be, but let me go on to the next question because of your original 
statement. 

You say: 


The reinsurance aspect will make more realistic merit rating possible. 


How do you figure it will do that ? 

Mr. Wuu1aMs. The reason I figure it would do that is that if there 
is a reinsurance fund nationally that the State fund could look to in 
case of severe unemployment, then it would not have to build up as 
large in individual reserves and consequently, the merit rating could 
be scaled to a lower reserve rather than to a higher one. 

Mr. Curtis. One of the points, though, is that all States in order 
to benefit from that, as I understand the Karsten bill, would have to 
have at least a 1.2-percent rating. Am I not right? 

Mr. Wiiu1AMs. There is a minimun, sir, ‘but I think that many 
States of course have had to go much higher than 1.2 percent. 

Mr. Curtis. That is true, but is Michigan below the 1.2 percent now ? 

Mr. Witurams. No, it is higher than the 1.2 percent now. Our 
average now is 2.21 percent. 

Mr. Curtis. You do have employers, I imagine, though, that are 
below the 1.2 rating ? 

Mr. Yes, sir. 

Mr. Curtis. That is the point. 

You would affect the merit rating to that extent because, if this 
Federal standard were put in, Michigan could no longer grant to any 
employer a rating below 1.2 percent, as I understand. 

Mr. Wiu1aMs. No individual employer can have less than 1.2 per- 
cent. 

Mr. Curtis. I believe that is correct. That was to be the minimum 
rate. Iam pretty sure that I am right. 

Mr. I am sorry, sir. 

Mr. Curtis. There are the two authors of the bill, if that is not 
true. I trust they will contradict me. 

The testimony has been, as I heard it, that that is true, and that is 
one of the bases upon which some have said that the merit rating sys- 
tem would be damaged, and some have said would in practical effect 
be destroyed. It is one of the reasons that they put in their syllogism. 

Mr. Witxtams. I would imagine that the people who were figuring 
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out the mathematics here of course had in mind the fact that there 
would be higher benefit rates, and these might of course require some- 
what higher standard rates. 

Mr. Curtis. I think that is a fair comment. 

I will say I tried to get into the breakdown of that which would 
come as a result of higher benefits, the increase in taxes, and that which 
would be the other limit of the tax, the experience rating, and I was 
unable to get any exact figure, but you could not have any employer 
go below 1.2 percent, as I understand this bill. 

Mr. Wiu1ams. I have a slightly different interpretation here, but 
T cannot put it together quickly enough. 

Mr. Curtis. Governor, we could leave the record open at this point 
and you could submit it. 

Mr. WiitiaMs. Yes. 


MINIMUM CONTRIBUTION RATE 


The relevant language may be found in section 1201(a) (12), with respect to 
calendar quarters commencing after the computation date for the first taxable 
year beginning after December 31, 1961, and prior to the computation date for 
the first taxable year beginning after December 31, 1966; and in section 1201 (a) 
(3), with respect to calendar quarters commencing after the computation date 
for the first taxable year beginning after December 31, 1966. I quote section 
1201(a)(3) below. (Par. 2 of this section is identical except that it relates to 
the taxable years during the interim period extending from 1962 through 1966.) 

“(3) A State shall not be entitled to a reinsurance grant for any calen- 
dar quarter, commencing after the computation date for the first taxable 
year beginning after December 31, 1966, if with respect to any year within 
the tive most recently completed taxable years * * * 

“(A) the balance in the State’s unemployment fund on the computation 
date for such year was less than an amount equal to 6 per centum of the 

‘ most recent annual taxable payroll or less than the amount of the compen- 

sation paid from such fund under the State unemployment compensation 
law during the two years immediately preceding such date, whichever 
amount is greater; and” 

“(B) the minimum rate of contribution required to be paid into the State 
fund during such taxable year was less than 1.2 per centum.” 

The two preceding criteria appears to me to mean that if the balance in the 
State’s unemployment fund on the computation date for any taxable year within 
the five most recently completed taxable years was at least equal to the greater 
of (1) 6 percent of the most recent annual taxable payroll and (2) the amount 
of compensation paid out of the fund during the 2 years preceding the com- 
putation date, the State can assign rates for the taxable year less than 1.2 per- 
cent (even including zero rates) without thereby affecting its right to reinsur- 
ance grants. Only if the amount in the unemployment compensation fund of 
the State is less than the greater of these two amounts would the State be re- 
quired to have a minimum rate of 1.2 percent in order to maintain its eligibility 
for reinsurance grants. Thus, the contribution rates now in the Michigan law 
could be largely retained without prejudicing the State’s rights to reinsurance 
grants if the following changes are made: 

(a) In the heading for the intermediate schedule, change “5 percent” to 
“6 percent.” 

a] b) In the heading for the least favorable schedule, change “5 percent” to 
“6 percent.” 

(c) In the least favorable schedule, make all contribution rates 1.2 per- 
cent for employers with rating account percentages of 7.2 percent or more. 

(d) Add a proviso that no employer’s contribution rate under any sched- 
ule may be less than 1.2 percent whenever the fund balance on the applic- 
able June 30 computation date is less than the amount paid out in benefits 
during the 2-year period ending on such computation date. 

These changes would give effect to the criteria in the Karsten-Machrowicz 
bill _ would still permit rates as low as zero under the proper fund balance 

conditions. 
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Mr. Curtis. I am just trying to understand this. 

Mr. WitiraMs. I appreciate your fairness. 

Mr. Curtis. Two final points I wanted to establish. 

First of all, we have been trying to determine who are the unem- 
ployed. Michigan’s system actually breaks the unemployed down into 
categories, does it not 

r. WittraMs. Yes, sir; into family classes. 

Mr. Curtis. Yes. 

Therefore, I imagine we could get some pretty good statistics from 
the State of Michigan as to at least who the unemployed in Michigan 
are. 

Mr. Wiix1AMs. We can, and Mr. Barcus here works with that and 
he may be able to give you some general figures right now. 

Mr. Curtis. Rather than take the time of the committee, I want 
them mainly for the record so they will be available to the committee 
when we go into executive session. 

(Information referred to follows :) 


TABLE 1.—Number of 1958 claimants with benefit rate equal to 50 percent or more 
of average weekly wage under present law, by family class 


Claimants receiving lst payment, 1968 

Family class Benefits equal to 50 percent 
or more of wage 
Total 

Number Percent 
88, 308 . 60, 619 68.6 


Tasie 2.—Number of 1958 compensable weeks which would have been increased 
under Kennedy bill, by family class and amount of increase 


Number of compensable weeks paid in 1958 by family class 
Amount of increase in weekly Total 
benefit rate 
A B C D E F 

8, 796, 997 |3, 145, 018 |1, 276, 956 |” 396, 963 192, 021 |1, 128, 954 | 1, 657, 085 
i ee 3, 153,886 | 668,134 | 135,980 | 112,171 | 414,706 | 645,714 | 1,177, 181 
5, 643, 111 |2, 476, 884 |1, 140,976 | 284,792 | 777,315 | 483, 240 479, 904 
Percent of total. 64.1 78.8 89, 4 71.7 65. 2 42.8 29.0 
951, 276,859 | 165, 626 34,910 | 176,607 | 132, 462 164, 800 
Se eae SEES 1,214,139 | 489,066 | 155, 204 66, 668 | 190,272 | 133, 829 179, 100 
1,082,772 | 397,061 | 228, 607 59,351 | 148, 12! 113, 629 136, 004 
857,062 | 390,305 | 191,148 45,823 | 126,466 | 103,320 j.......... 
652, 394 325, 250 152, 206 39, 088 
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TaBLe 3.—Amount of payments for total unemployment under present law and 
under benefit formula of Kennedy bill, by family class, 1958 
n Amount of benefit penne total unemployment in 
1 
to Family class 
Increase 
1 
Amount Percent 
ym. 
an $321, 538, 150 $400, 756, 983 $79, 218, 833 24.6 
87, 881, 221 128, 722, 144 40, 840, 923 46.5 
41, 316, 541 59, 490, 035 18, 173, 494 44.0 
nd 14, 190, 647 18, 156, 051 3, 965, 404 27.9 
48, 527, 700 57, 241, 577 8, 713, 877 18.0 
ant 78, 825, 379 82, 008, 027 3, 182, 648 4.0 
tee 
1 Figures shown based on effect of benefit rate standard only. Duration effects not included. 
TABLE 4.—Average payment for week of total unemployment, under present law 
and under benefit formula of Kennedy bill, by family class, 1958 
vore 
Average payment for week of total unemployment in 1958 
963 Family class Under Increase 
Actual Kennedy 
bill 
ercent Amount Percent 
$36. 55 $45. 56 | $9. 01 24.6 
ent 27. 94 40.93 12. 99 46.5 
Se 32. 36 46.59 | 14, 23 44.0 
35. 75 45. 74 | 9.99 27.9 
35.1 40. 71 48. 02 | 7.31 18.0 
44. 99 48.84 | 3.85 8.6 
47. 57 49. 49 1.92 4.0 
28.3 
3A. 3 
5.6 TABLE 5.—Summary of cost effects of minimum application of the Kennedy bill 
68.6 standards for benefit formula, 1958 
eased Item Present law | Kennedy bill 
> 1. Average weekly wage in covered employment (fiscal year ending June 30, 
y class 2. Average weekly benefit for total unemployment (1958) _..._....-..-.---.-. 36. 55 45. 56 
Family class: 
1, 177, 181 3. Added cost of making all benefit rates at least 50 percent of wage, up to 34 of 
4, to 30° weeks, uniform: 
5. Total cost (based on year $26, 428,009 | 455, 666, 831 
spiaincsenee 6. Cost as percentage of annual taxable wages__....----.--------------------- 5.6 8.0 
Ree 7. Cost as percentage of annual total wages--_.......---------------------.-- 3.3 4,7 
8. Percentage increase in costs Over present +30. 6 


OS mS FO 


UNEMPLOYMENT COMPENSATION 


1056 


EXHIBIT A 
COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC. 
ApEquacy or BENEFITS UNDER NEw YORK UNEMPLOYMENT INSURANCE LAW 


The following table presents the percentage of the weekly benefit amount 
under the New York unemployment insurance law to (1) the average weekly 


Take-home pay is the average weekly 


of a single person, and (3) the take-home 
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1 These percentages are from “‘Operations” (February 1959) published by New York Division of Employ. 


ment, 


| 
| 
| | 
4) 68.0 | 55.5 
4| 70.2 54.5 | | 
7| 720 | 53.6 | | 
1} 68.0 | 54.4 | 
6| 69.8 | 53.4 ) 
4| 66.3 | 54.2 
8] 68.0 | 63.3 | 
5| 64.9 | | 52.5 | | 
7| 66.5 | 63.2) 
71 68.0 | 52.4 | 
1} 65.3 || | 98.2 | | 
o| 66.7 || | 52.3 | 
2} 64.2 || 61.5 | 
1 | 65.6 | 52,2 | 
8| 63.3 || | 51.5 | 
5 | 64.6 || | 50.7 | 
4) 62.5 |) 51.4 
8| 63.8 | 50.7 
8 61.8 | | 50.0 | . 
4| 63.0 | 50.7 | 
5| 61.2 | 50.0 | 
0| 62.4 50.7 | I 
1} 60.7 50.0 
0} 61.8 |} | 50.6 
8| 60.2 | 50.0 | Vv 
2| 61.2 | 50.6 | | 
59.7 | 50.0 | 
7| 60.7 | 
2) 59.3 50.0 
8} 58.0 50.6 | 
1| 59.0 50. 0 
7| 87.7 50. 6 
7| 58.6 50.0 | | 
4| 57.4 50. 6 
6| 583 50.0 
4| 57.1 49.4 
1| 56.0 50.0 | 
$57.1 49.5 
0| 56.3 47.4 
| 45.0 
01 
al 
to 
be 
lir 
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TABLE 6.—Ist payments by number of dependents payable and family class ’*— 
State unemployment compensation, 1946-58 


Number of dependent children ble 
/ Calendar year Total 
ents 
unt “> 0 1 2 3 4 
kly 
ily 230,384 | 217,280| 23,696 | 18,280) 12,942) 8,77 
KLY 256,930 | 172, 859 32, 083 26, 259 13,503 | 12, 226 
227, 540 151, 491 29, 464 22,812 12, 094 11, 679 
| 386, 701 245, 414 56, 555 43, 573 21, 593 19, 566 
187, 314 121, 944 26, 407 19, 713 9, 934 9, 316 
bot 239, 805 157, 197 32, 320 25, 072 13, 250 11, 966 
£5 pe ee ee 318, 842 190, 094 47,131 41, 082 25, 408 19, 127 
203,076 | 130, 389 25, 469 12,686 | 12, 119 
= 4 1954 (January-June) -_.....-....- 124, 542 28, 926 26, 035 14, 589 14, 352 
Family class 
Bs 
38 Total A B C D E F 
520 1954 (July-December) 207,476 | 87,400] 28,245| 13,640} 27,736] 23,313 27, 142 
226, 106 100, 113 32, 959 27, 325 24, 685 31, 120 
— Dt caditinccaceuandonmenakaae 362, 558 159, 605 48, 942 16, 889 44, 846 40, 252 52, 024 
pe Es RE er 341, 910 138, 250 45, 827 14, 414 44, 784 41, 992 56, 643 
510,924 | 191,063 | 74,237] 22,608! 67,715 | 66,993 88, 308 
55.6 
56. 6 1 Amendments to the Michigan act effective June 26, 1954, provided for separate benefit rate schedules for 
=. 6 different family classes, 
56. 
55. Mr. Curtis. One other question. 
58. Would those statistics reveal the wages of those unemployed, or 
A wouldn’t you have those statistics compiled ? 
4 Mr. Wiu1ams. We would have the averages, but I don’t know 
Bf whether we would have the specific ones. 


Mr. Curtis. Average and classes of those who are unemployed. 
That is what we are trying to get. 


Mr. Wiiu1ams. We can do it for those who are receiving benefits, 
not the unemployed. 

If you would like to frame your questions and give them to us in 
writing so we will ated exactly, we will try and get exactly 
what you want. 

Mr. Curtis. Maybe I can explain quickly here. 

I have been trying to get some sort of idea of just who are the un- 
employed and who are getting the unemployed benefits; for example, 
as to whether they are heads of families, whether they are single peo- 
ple, whether they are secondary wage earners in the family; and then 
also to try to estimate what were the last wages of the unemployed so 
we can determine how well the States have been doing in relatin 
benefits to the last wages of those who actually are the eels Hand 9 

In other words, the original formula in 1935 was set up on the basis 
i Employ. of benefits being 50 percent of the previous wages of the unem- 
ployed, and there is some real indication that the States have not kept 


on 


7 with that. Yet most of the figures we have relate not to the w 
of the unemployed, those who are actually receiving the benefits, but 
are related to the labor market. 

There is some indication that the majority of the unemployed tend 
to be from the unskilled and lesser skilled groups, and therefore would 


be in the lower than average wage bracket, so it 1s figured along those 
lines, and I would just leave the record open. 


. 
. 
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If the State of Michigan does have any statistical data that could be 
supplied for the benefit of the committee, I would appreciate it. 

r. Macurowicz. I believe I have asked that question prior to the 
Governor coming on the witness stand. I believe those figures are 
available readily right now if you care to have them ? 

Mr. Curtis. Yes. 

Mr. WirittaMs. Mr. Chairman and gentlemen, I have two tables that 
don’t cover all of the material you have, but cover part of it. 

The first is an Administrative Brief No. 122, dated April 10, 1959, 
on page 5, table 1. This divides it into our family classes and indi- 
cates the percentage of those receiving benefits equal to 50 percent or 
more of wages. It also has the numbers. 

The first family class is the A class, in which only the one person is 
involved, and there 23.6 percent received 50 percent or more; in the B 
class, 9.9 percent; in the C class, 28.3 percent; in the D class, 34.3 
percent; in the E class, 54.6 percent, and in the F class, 68.6 percent. 

But the last one is the group with four dependents, and of course it 
is a much smaller percentage of the total, so that when you get it 
weighted there are relatively few people who are getting as much as 
50 percent. 

Mr. Curtis. However, the class with four or more dependents, be- 
cause of your dependency allowance, does get more than 50 percent; 
is that right ? 

Mr. WituraMs. 68.6 percent of it. 

Mr. Curtis. Is that percentage of take-home pay, or is that the 
wages ? 

Mr. WituraMs. That is the percentage of gross wages, sir. 

Mr. Curtis. Just one point on this dependency credit. 

Incidentally, I have been very much impressed with Michigan’s un- 
employment insurance program in this relation. 

In asking some questions on the possibility of emphasizing depend- 
ency allowances, over and above what they get, there have been re- 
marks made that that would tend to discourage employers from hiring 
family men. 

Has there been any indication in Michigan that this is so? 

Mr. WituiaMs. I don’t believe there has been any indication of that. 

Of course, in Michigan many of the businesses are unionized, and 
they have seniority rules, but let me say that while I am very proud of 
the State of Michigan, and I am proud of some of the phases of our 
unemployment compensation law, it has been doctored up so that in 
some areas it looks pretty good. 

In other words, this 68 percent for families with four or more, while 
there are relatively few of the unemployed or employed who fall in 
that category, those who want to say we have a good system point to 
this isolated example, and the entire average is that, instead of getting 
near 50 percent, as the law originally contemplated, the average is 
about 37 percent of wages. 

In other words, the wage loss is 63 percent. 

Mr. Curtis. I would say that the discrimination that Michigan has 
put in the law, in my judgment, at any rate, has been doing what we 
would hope to be done, recognizing that the real problem, the greatest 
human problem, is with families with dependents, and that is why I 
pointed that out. 


( 
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Mr. Wiu1aMs. I think that we want to be awfully careful not to 
make the unemployment insurance system a dole. 

Mr. Curtis. I agree with that, too. 

Mr. Wiiuiams. We want to remember that it is assurance and that 
the people should have relationship to wages rather than relationship 
to what their costs are. 

Mr. Curtis. I agree with that, and I might ask, do you think that 
Michigan’s system has gone too far in that respect, or do you think 
your balance is OK ? 

Mr. Wiis. I think it has gone too far, because, frankly, I feel 
that the forces who are not interested in unemployment compensa- 
tion have built up these two or three isolated examples so that they 
can go around the country and say we have a specially good law, and 
thereby prevent us from bringing the general average up to where it 
should be. 

I have no objection to these dependency allowances, but I think 
that we should get up to the standards provided here in the bill before 
us. 

Mr. Curtis. Governor, it was brought out in testimony yesterday 
that in the Karsten-Machrowicz bill, with the way it is worded, and 
there is some dispute on this, and the way I read it, at any rate, we 
would be putting a ceiling of 50 percent on what any unemployed 
could receive. 

If that were true, of course then Michigan would be hit two ways: 

One, it might raise the standards of those receiving less than 50 

reent, but at the same time, because it seems to be worded that way, 
it would be knocking down those that are receiving more. 

Mr. Witx1aMs. I certainly don’t read it that way. 

I understand it is a minimum standard and if any State wants to 
have higher than this, they certainly can. 

Mr. Curtis. I thought so originally myself, but on rereading it, I 
think there is a real question as to whether that might be the effect, 
and I would appreciate your reexamining it to see if you see that 
point. 

One final observation to see if you agree. 

You were talking on page 8 of the countercyclical impact of the 
tax and of these proposals. 

Actually, the way it is now, it seems to me it is a pretty good coun- 
tercyclical tax for this reason: that we get more tax during full em- 
ployment because the base of course is much broader. There are 
more people employed to levy the tax, the payroll. Then during the 
periods of recession or unemployment, the tax base of course is 
contracted. 

Likewise, the tax rate increases after the period of relatively high 
unemployment because with experience rating going into effect, after 
we have had the experience the rate of course increases, and so the 
rate decreases after a period of relatively low unemployment. 

I can agree if your recession became too prolonged, this aspect of 
the rate would not be so countercyclical. 

Mr. Wiu1aMs. I take it, sir, that you approve of the principle, but 
feel that the existing system does have a certain countercyclical force. 

Mr. Curtis. Yes, 1 certainly do approve of the principle. I think 


it is very important, and I think that is an area in which the Federal 
Government rightly has a concern. 
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You may think it should be more countercyclical, but at least what 
we do have, it seems to me, is all countercyclical. 

Mr. Wiis. Certainly, as to the size of the base of those em- 
loyed, there is a countercyclical effect, but if your unemployment 
asts any period of time, then your merit rating has a cyclical, rather 

than a countercyclical, effect. 

Mr. Curtis. Countercyclical is really limited, I will say, to about a 
year, or maybe a little more than a year. I agree with that. 

Mr. Wuu1as. I think that we should study whether we cannot 
give it an added kicker here, but I agree with you. 

Mr. Curtis. Thank you. 

The Cuamman. Are there any further questions of the Governor? 

Mr. Knox will inquire. 

Mr. Knox. Governor, may I first compliment you on- the paper 
which you have furnished to the committee, which sets forth your 
views. It is on a very broad base and does not deal entirely with the 
problem which is confronting the committee, which is the problem 
of unemployment compensation insurance. 

However, in the past few days we have had two Governors appear 
before the committee who “om adverse opinions relative to the de- 
pendency allowance such as Michigan has. 

You answered Mr. Curtis’ question, I believe, in two different 
mediums. 

First, you said that you did not think it should become a dole sys- 
tem, and I agree with you; it should not become a dole system. At 
the same time, you felt that possibly we had gone too far. 

Would you tell me why you think we have gone too far in 
Michigan ? 

Mr. Wir11aMs. I feel that the dependency allowances themselves 
are all right, Congressman Knox, but I think that they have been 
used by those who want to prevent the general increase by saying, 
“Well, with these dependency allowances, we have taken care of 
ws whereas, in truth and in fact, I do not believe they 

ave. 

My objection isn’t so much to the dependency ‘allowances them- 
selves, as to the use that they are put by those who are trying to 
oppose general increases. 

Mr. Knox. Of course we have another phase also, and that is the 
contracts that are entered into between management and the labor 
unions, which I believe safeguards the individual employee who has 
dependents; is that not true, because of the seniority in the plant ? 

Mr. Wiiur1aMs. I am not sure exactly what kind of contracts you 
referto. Are you referring to the SUB contracts? 

Mr. Knox. No, I am referring to the contracts between the unions 
and the management of the plant. 

Mr. WituiaMs. The SUB contracts are between management and 
labor. What is the nature of the contract ? 

Mr. Knox. It would be the contract that the union would have with 
the management for duration, whether it is for 1 year or 2 years, 
3 years, or however it may be drafted and agreed to. 

Mr. Wiiu1aMs. Of unemployment compensation ? 

Mr. Knox. No, not of unemployment compensation, but of wage 
scales and fringe benefits that may be provided for in the contract, 
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at Mr. Wix1aMs. I don’t know of any contract in general existence 
in Michigan which requires the employer to keep the people em- 
m- ployed at those rates. 
nt Mr. Knox. Governor, I think it is a known fact that employees 
1er in the plant are on a seniority basis, are they not ? 
Mr. Wiis. Oh, yes; that is true. 
ta Mr. Kwox. Is that not the built-in protection you have for em- 
ployees with dependents? ‘They continue to be employed in accord- 
not ance with their seniority ¢ 


Mr. Writi1aMs. No, sir; it may be exactly the reverse. It is gen- 
erally the young people that are forming families and they are peo- 
or? ple that may need greater help. 


Mr. Knox. If their seniority was such, then they would be retained, 
per would they not? 


our Management would have no determination as to whom would be 

the recalled back to work. It would be purely on seniority ¢ 

lem Mr. Wixtiams. Yes; but those would tend to be the older people 
who perhaps had had their families grow up and leave home. 

ear Mr. Knox. I appreciate your views, Governor. 

de- Mr. Witi1ams. I am sorry, Congressman, I am not exactly sure 
what point you are driving at and that is why I am having difficulty 


rent answering. 
Mr. Knox. What I am driving at are the safety factors that are 
sys- built into the union contracts that they have with management as 
At far as salary and wages are concerned and fringe benefits. 
) Mr. Witu1aMs. If you are supporting union contracts, I am glad 
y In to hear it, sir. 
Mr. Knox. Another question arises, Governor, relative to the pro- 


Ives visions of Michigan law. That is relevant to the seasonal employees 
been that we have, such as the Great Lakes seamen, or in our canneries. We 
ing, have special provisions for unemployment compensation for those 
e of employees. 
they r. Frank E. Cooper, of the Michigan Employers’ Unemployment 
Compensation Bureau, testified before our committee, and I want to 
nem- quote from his statement and then I should like to have your reaction 
g to to the statement which Mr. Cooper made. 
h In Michigan we have adopted an extremely low qualifying work requirement, 
s the under which an individual need work only 14 weeks during his base year to 
abor become eligible for unemployment benefits. It has, therefore, been important 
» has in Michigan to provide for a variable duration of benefits. The formula provides 
it 2 2 weeks of benefits for each 3 weeks of work. 
; For example, 14 weeks of work entitles a person to 914 weeks of unemployment 
3 you benefits. But under the provisions of the pending bills, an employee who had 
worked for 14 weeks during his base period would then become eligible for 39 
nions weeks of benefits—almost 3 weeks of unemployment benefits for each week of 
work. 
t and Do you care to comment upon the statement of Mr. Cooper ? 
Mr. Yes, sir. 
with If you took out a life insurance policy today and paid it up and died 
years, tomorrow, your beneficiary would be entitled to the whole face of it. 


If this is insurance, then there will be some few such experiences. 

I am sure that, on the other hand, there are many people that have 
wage worked all their life and earned credits and never used it at all. I 
ct, think that 14 weeks is liberal, but a proper indication of association 
with the labor market. 
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Mr. Knox. In other words, you would subscribe them to an em- 
ployee working 14 weeks and becoming eligible then to draw 39 weeks 
of benefits, is that right 

Mr. Wiiu1aMs. I think that this is reasonable. If we have insur- 
ance you are going to have a few such examples, and you can cite 
extremes on the other side also. 

Mr. Knox. How would this affect our seasonal workers, Governor, 
where we have special provisions for those who work in canneries 
for just a very short period of time? 

Mr. Wu.utuss. I think the problem is your definition and admin- 
istration of “suitable work.” 

If we have a good job placement group and these people intend to 

t the benefits for 39 weeks, if they are not actually available they 
Soild not get it. Ifthey are available, then they should.. - 

So I think that in the administration here we have a very im- 
portant problem. 

Mr. Barcus just pointed out that for seamen, for example, “suitable 
work” would include other work, so that if in the winter season there 
was work which was otherwise suitable for them, they should take it. 

Mr. Knox. Of course, that is in accordance with Michigan law. 

Mr. Witu1aMs. Yes, sir. 

What I am pointing out is that the problem with the seasonal 
worker would be much mitigated if we had more employment avail- 
able and we took a realistic view of suitable employment. They 
would then be required to go into some other kind of work than 
canning, say, during the noncanning season. 

Mr. Knox. Of course, in our canneries in Michigan, which I am 
somewhat acquainted with, we do have a group of people who are 
housewives, students, and possibly retired people that do not antici- 
pate or care to work for the full year and this is a part-time job that 
they take in order to earn a little additional money for special things 
possibly that they would want to purchase. 

I am interested, of course, in seeking that these people receive the 
benefits under Michigan law. I would not want to see it destroyed 
At the same time, I do not want to see a burden put upon the man- 
agement of the canneries that they would be unable to carry in com- 
petition. 

Mr. Wiis, As I recall, the debates in the legislature, the can- 
neries are quite pleased with this provision. As a matter of fact, I 
understand some of them even advertise it when they are looking for 
workers, so I do not think they are adversely affected. 

But I agree with you again, these workers should get what they are 
entitled to. If they are not actually available for suitable work and 
ready and willing to do it, they shouldn’t receive benefits. 

Mr. Knox. What I am concerned about, Governor, and the reason 
why I am propounding these questions to you, is that of course in the 
cannery business you operate for a very short period of time and 
under the provisions of the Karsten-Machrowicz bill, naturally these 
employees then would be entitled to the 39 weeks, and of course it 
could very readily, in my opinion, at the present time at least, ex- 
haust their unemployment compensation fund, which possibly would 
create a burden in order to have money available to pay the benefits. 

Mr. Witx1aMs. Congressman, this would all relate to how you ad- 
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ministered “being available for suitable work.” If these housewives 
were not attached to the labor market and not being available for other 
work, then I do not think they should receive benefits, and this is some- 
thing that should be determined administratively. 

Mr. Knox. Of course, Governor, you fully realize that most of our 
canneries are in very small towns that do not have much additional 
work outside of the canneries, as far as the seasonal employees are con- 
cerned. Isthat not true? 

Mr. Wiutiams. It is true in part, but as I look at the western side 
of Michigan where many of these canneries are, people go to work up 
to 100 miles or more, so that if our placement system is working prop- 
erly, there should be an adequate test of suitable work and being ready 
to perform it. 

fr. Knox. You understand, Governor, that I am interested in sav- 
ing for those seasonal workers the benefits that they are now receiving 
under the Michigan Unemployment Compensation Act and not have 
something that is possibly going to cause the repeal of it. 

Mr. Wuu1aMs. I understand that, and I am interested in them and 
I am interested in their opportunity to get other jobs as well, sir. 

Mr. Knox. That is all, Mr. Chairman. 

The Cuareman. Are there any further questions ? 

Mr. Alger will inquire, Governor Williams. 

Mr. Araer. Governor Williams, on page 8, I believe it is, you stated 
this problem as well as it has been stated : 

The problem is no longer one of tiding a worker over until he can get back on 
his old job in his own community, but rather of tiding him over until he can get a 
different kind of a job, perhaps in another industry, and even in another com- 
munity; and perhaps, if he cannot be retrained, to another skill at lower pay. 

I think we all start with the recognition of the same problem. Any 
difference then is just a question of how we obtain the objective, 
whether, on the one hand—and this is a problem that I am stating 
at the outset so you can help me solve it—we are straying off the 
reservation of unemployment compensation as the issue before us, 
which we should restrict ourselves to, and getting into relief or welfare, 
or into the area of more jobs, and that is why I hike your statement. 

And throughout your statement you have said several times what we 
may need are more jobs, and I think that is very important. 

1 was very impressed when I had the privilege to question Mr. Carey 
yesterday about the dilemma facing us as to how we solve this problem 
ideologically now, how best to accomplish the job. 

Let’s take the lumber industry as an example. 

Workmen’s compensation, I understand, in the lumber industry, be- 
cause of the hazards and dangers to the workers, is high, 15 cents on 
the dollar or something like that, and this is a very real cost of busi- 
ness. Obviously a businessman knows that 15 percent in insurance like 
that is a terrific load, and that is added to the cost of the product and 
in that instance the consumer pays and anybody using lumber pays for 
the workmen’s compensation to protect that man while he is on the 
job. 

Along comes unemployment compensation, say, in the auto indus- 
try, or any industry. Let’s take the auto industry since that is cer- 
tainly of interest to Michigan as well as to all of us. The worker there 
then can receive unemployment compensation which the employer 
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pays, and to the degree that the employer pays unemployment com- 
pensation this is added to the cost of the automobile and then all con- 
sumers pay for it, whoever buys an automobile. That is one solution. 

Now here comes this bill, Governor; that isn’t the solution in this 
bill. This bill says that three-fourths of all of the costs of this pro- 
gram beyond 2 percent will be paid by Uncle Sam. 

Now, getting the picture, if the consumer does not pay for it in this 
case now, it will be a Federal grant, so that the U.S. taxpayer will 
pay for it rather than the consumer of the product. 

Which of those two courses would you favor ! 

Mr. Witu1aMs. As I read the bill, I don’t see the same conclusion 
that you do, that this reinsurance fund is paid for in the same way by 
the 3-percent tax, and that it again would i a tax upon employers the 
nee way as it is at present, so I do not reach the same conclusion you 

O, sir. 

Mr. Avcer. Let me read the bill to you, Governor. 

Page 12 of the bill says: 

A reinsurance grant shall be an amount estimated by the Secretary of Labor 
to be equal to three-fourths of the compensation which will be payable under 
the provisions of the State unemployment compensation law during the calendar 
quarter for which such grant is made over two per centum of the taxable payroll 
for such quarter. 

Take the case of Michigan, which last year I believe was 6.3 percent. 

Mr. Witt1aMs. I believe you are about correct, sir. 

The point that I was making was that that grant came from the re- 
insurance fund, which was built up by the normal unemployment com- 
eee employers’ tax. It does not come from general taxation, as 

understand it. 

Mr. Aucer. Just a minute, Governor. 

I must contradict you to this extent, unless I misunderstand the bill. 

Mr. Wits. I may, too. 

Mr. Acer. Two percent is the amount that the State would be 
responsible for, but 4.3 would then be subject to a three-fourths Fed- 
eral grant, or about 3 percent of the entire load would be paid by a 
Federal grant from Uncle Sam, and if I am correet now, if the pres- 
ent bill had been in effect in Michigan this last year, your total output 
could have been in the neighborhood of 9 percent. 

Subtracting 2 from that is 7 percent. Take three-fourths of that 
and you have somewhere in the neighborhood of a 5 percent Federal 
grant it would have cost the taxpayers of the United States. 

That is exactly how this bill works, and if I am wrong, I want to 
be contradicted at this time. 

Mr. Wituiams. We obviously have a different interpretation. 

It was my understanding that any reinsurance funds came out of 
the 3 percent which this Federal Government retained for administra- 
tive costs, and that is why in my testimony I suggested I thought that 
that three-tenths of 1 percent wasn’t adequate and that you might 
have to raise it to four-tenths or five-tenths of a percent. 

Mr. Macurowicz. Will the gentleman yield on that? 

Mr. Atcer. This may be very possible, 

I will be glad to yield to the gentleman from Michigan. 
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Mr. Macurowicz. I was going to call your attention to subsection 
(c) on page 13 as to the source: 

The Secretary of the Treasury shall, upon receiving a certification under sub- 
section (b), make payment from the Federal unemployment account in the 
unemployment trust fund. 

Mr. Acer. That does not alter my statement whatever, I would 
say to the gentleman. 

Governor, in case either one of us misinterprets this section—I am 
going to leave it at this time—I would like the record to be left open, 
Mr. Chairman. In case the record that has been taken down shows 
that I am in error and I am incorrect in my understanding, you will 
have every opportunity to correct me, and I in turn will have the 
right to correct your understanding. 

(Information referred to follows :) 

Reinsurance grants are authorized by section 1201 (c) of title XII of H.R. 
3548 paid from the Federal unemployment account in the unemployment 
trust fund. 

The source of funds in the Federal unemployment account is set forth in sec- 
tion 301(a) which appropriates to that account 100 percent of taxes received 
during each fiscal year starting July 1, 1960, under the Federal Unemployment 
Tax Act. 

Mr. Arcer. I want to propose that to you. 

Let me put it this way: If you have a choice as Governor of Michi- 
gan between seeing that the consumer pays for unemployment com- 
pensation as a part of the cost of an automobile, or a Federal grant 
from Uncle Sam, which would you take ? 

Mr. Witrams. I am satisfied with the existing system. I think 
this provides us a proper unemployment compensation system. 

Tlowever, if the Federal Government thought it advisable to om 
nize the general public interest in full employment, I would see noth- 
ing particularly abhorrent in that. 

In other words, it would be a form of insurance which recognizes 
the national character of unemployment. 

For example, in the building industry, if you cannot sell houses in 
the east part of the United States, then the western and southern lum- 

ber companies have a difficult time. Weare a single market here and we 
have a national impact, so if the National Government by general 
taxes recognized that unemployment was something of national in- 
terest, I don’t see anything abhorrent in that, sir. 

Mr. Acer. Governor, I am not clear on either viewpoint you made, 
and I am just a student and I might agree to either one, but I do not 
think I have had an answer to either one. 

I am not sure whether you would be in favor of either one and if 
that was an “iffy” question, I am sorry. I did not mean to improp- 
erly put you on the spot. 

Mr. Wiit1ams. I am sorry if I didn’t answer your question. If 
you will rephrase it, I will try and see where I can. 

Mr. Avcer. You made it plain you do not like “iffy” questions, but 
this gets squarely to the core of the matter, as I see it. 

Under the present system, we pass on the cost to the consumer of the 
automobile as part of the cost of producing that automobile, the cost 
of unemployment compensation, 
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Under the bill, as I understand it, and assuming my understand- 
ing is correct, and [ think it will be shown that it is, the State can 
draw three-fourths of the cost above 2 percent from the Federal 
Treasury. So it is squarely in the laps of the taxpayer to pay for 
unemployment compensation. 

I was asking you which of the two would you favor for the State 
of Michigan, or for all the States, for that matter ¢ 

Mr. Wits. I don’t agree with your interpretation of the law. 
I would say I would prefer to leave the tax system as it is, although 
I would not find it abhorrent to change it. 

Mr. Mason. Would the gentleman yield there for me to try to clear 
this up ? 

Mr. Atcer. Let me say I appreciate your trying to answer the 
question. 

Mr. Wuiriams. I think I have answered it. 

Mr. Aterr. I think you have and I appreciate the way yon an- 
swered it. 

Mr. Mason. The question, Governor, is simply this, and there is 
kind of a misunderstanding of it: If we built up the unemployment 
fund in the Federal Government by increasing the three-tenths per- 
cent to four-tenths percent or five-tenths percent, we will then have 
an unemployment fund in the Federal Government to provide this 
three-fourths that the gentleman from Texas is talking about, and 
then it would not come out of the Treasury in general taxation: it 
would come out of the employers upon whom that tax is levied ? 

Mr. Witurams. That ismy nderstanding. 

Mr. Mason. That is the difference in the viewpoint that you have 
and the gentleman from Texas. 

Now, if we do not increase the three-tenths to four-tenths or five- 
tenths, then we will not have it in the Federal unemployment fund 
and then we would have to reach into the Treasury to provide it. 

Mr. Curtis. Will the gentleman yield ? 

Mr. Auger. Yes. 

Mr. Corrtis. I think the gentleman from Illinois refines the ques- 
tion to some degree, but it still remains basically, as the Congressman 
from Texas points out, that the tax would be spread over all employ- 
ers, and to that extent all taxpayers, because they are pretty well 
over the country, as opposed to having those just in that particular 
industry, which is automobiles, pay it. 

It is a question of a user tax or user charge as opposed to what we 
would call a more general charge. 

Mr. Mason. However, when it is spread over the employers, it then 
goes on to the cost of the production and so it does not come out of 
the general taxpayers, only at the line of higher prices, of course. 

Mr. WituiaMs. Mr. Curtis, may I just make one observation ? 

To try and directly relate unemployment to a particular employer 
or to a particular industry is pretty difficult because, for instance, in 
Michigan recently we had unemployment in our Chrysler plant be- 
cause they were buying glass in Pittsburgh. The glass industry was 
on strike so the Chrysler plant had to go down. 

It is pretty hard to say that we don’t have an overall general inter- 
est there as opposed to just saying that this was the fault of the 
Chrysler Co. They could do nothing about it. 
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Mr. Curtis. I will turn it back to the gentleman from Texas with 
this observation: The point is that in your judgment you think it is 
proper to spread some aspect of the cost over to the general taxpayer 
rather than impose it on the industry involved, and I think there is 
some logic and reason for it. 

This is not a black and white question, but I think it is a very 
important policy question. 

Mr. Witurams. It is the same point we brought out in our merit 
rating discussion. We have to find a reasonable adjustment between 
the two theories, neither one of which apply a hundred percent, 

Mr. appreciate that answer, 

I hope you do not think that I for one have entirely foregone 
conclusions. I have pretty definite ideas now, but I am still groping 
for the light. 

To pass on to another subject, and not to belittle this, as I think 
we could explore this very helpfully much longer than we have here, 
and I hope we will in executive session, I want to refer to Mr. 
Cooper’s statement of yesterday. I think you know who he is. 
He is the counsel for the Michigan’s Manufacturers Association and 
Michigan Employers Unemployment Compensation Bureau. 

Mr. Wix1aMs. Yes, sir: we went to school together. 

Mr. Arcer. I do not know Mr. Cooper personally. I have his 
statement and studied it, listened to him read it yesterday, read it 
last night, and I have it before me. This is what he says: 


Rather than stabilizing employment, the provisions of the pending bills— 
referring to the Karsten-Machrowicz bill and others like it— 


would tend to stabilize unemployment. The bills offer an alluring opportunity 
to be paid for not working—at a weekly rate, all tax-free, equal to as much 
as two-thirds of the statewide gross average wage—and for periods of 39 
weeks. This kind of unemployment will be most attractive to many claimants. 

Then he goes on to point out a definition of workers’ incentive, 
which caught my eye, which is this: 

The maximum should not be so high as to deprive the unemployed of an in- 
centive to seek and accept new work. 

Do you want to comment on that ? 

Mr. Wiiu1aMs. Yes, I agree with his definition, but I don’t have as 
dim a view of human nature as he does. 

I think the average worker, particularly if he is married and has a 
family, needs every cent that he earns and that we discovered through 
other studies, and I know they are on the record here, that the un- 
employment compensation does not take care of but maybe a half 
of the man’s expenses. The average worker, I would say, has 2 
months of savings, so if he is unemployed for any length of time, he 
is going to exhaust most of his savings and he is going to be in great 
difficulty, but I think the inherent vice in Mr. Cooper’s argument 
here is, he is trying to make this a kind of dole, whereas we think 
it is insurance and we think that he ought to get at least half, just 
as the President said, of his pay. And I don’t think that this is going 
to make any appreciable, if any, number of people try and live on 
unemployment compensation. It is not very comfortable. 

Mr. Arcer. I think we agree on that. 
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I do not believe that either you or I or Mr. Cooper believes we 
— to put a premium on idleness of course, but he makes this point 
and he made it very well yesterday. 

Mr. He is very able. 

Mr. Acer. That actually under this bill, while it is supposed to 
be limited to 50 percent, the actual fact of the bill, and if - is cor- 
rect we can amend the bill. He proved that two-thirds of the salary 
actually can be paid; in other words, more than 50 percent, under the 
terms of the bill. 

Mr. Wiuu1aMs. As I understand the bill, it is 50 percent or there- 
abouts to the individual, is it not, and two-thirds of the average pay. 
Weare getting over into the point where we are getting legal opinions. 
We ought to get paid for that. 

Mr. Arcer. Governor, it is on page 3 of the bill. 

If you will look at the numerically numbered paragraph (7) in the 
middle of the page, the final phrase of that paragraph says: “* * * 
whichever is the lesser,” and Mr. Cooper related that phrase only to 
section (B) rather than to (A), and it is for that reason that he has 
demonstrated to us that in Michigan, for example, the pay received 
by Michigan workers could be two-thirds actually and not limited to 
50 percent, as most of us on this committee thought the bill said and 
I think which is the intent of this committee, unless I am wrong. 

Would you agree that what we actually are seeking is a 50-percent 
limitation ? 

Mr. Wuu1aMs. Fifty-percent limitation on the individual and not 
to exceed two-thirds of the average; yes, sir. And I think that Mr. 
Cooper could get a job with the union if he could get benefits paid 
on that basis in Michigan. 

Mr. Arcer. I might tell you, Governor Williams, the unions would 
be lucky toget him. That man is sharp. 

Mr. WiiutaMs. Yes, he is a very capable man. There is no ques- 
tion about it. 

Mr. Auger. Anyway, Mr. Cooper went on to say these things. I 
want to mention them to you because I believe we on this committee, 
regardless of our ideology and viewpoint, have to resolve all of these 
things. He made these statements and I am calling to your attention 
that the man is from Michigan and he speaks of Michigan law. 

By the way, I want to compliment you to whatever degree you can 
accept the compliment, because he pointed out to us that Michigan 
not only takes into account wage levels and wage-loss replacement, 
but cost of living and it takes into account the characteristics of your 
unemployed, whether a man is married and he has dependents, and 
I think that is fine and other States could take a lesson from you. 

He makes these statements on page 5, speaking of the Karsten- 
Machrowicz bill and others like it : 

The bills do not relate benefit levels to living costs. 

Then he goes on to document that, and again I would gladly leave 
the record open for you to answer. I think that is a fair thing to do, 


if you so choose. 

Mr. Witi1aMs. I don’t think they should relate it to living costs. 
T think that the bills, if we follow out the original intention of our un- 
employment compensation laws, should relate benefit levels to wages. 
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This is an insurance, not a dole, and I think his emphasis on the living 

costs indicates that he is thinking of a dole rather than an insurance 
rogram. 

, Mr. ALaer. Governor, of course you have not read this. I realize 

that. 

He is relating it to tue amount of benefits that are needed to meet 
the necessities of life. He is not thinking of a dole. He is thinking 
of, for example, a single man and he compares him to a man who has 
other mouths to support. 

Mr. Wisckoun Y think it does relate it to the dole, because he is 
thinking of the man’s particular cost of living, which is what the 
relief does, whereas originally these bills were conceived as getting 
away from a means test. These were going to pay a man originally 
50 percent of his wages, and I think that this is a retrogression. 

You and I may disagree on that, but I think that this was the origi- 


nal peeny of the bill. 

I happen to have been on the Social Security Board at the time that 
these were tested in the Supreme Court and that is why I presume to 
speak in this manner. 

Mr. Acer. Governor, if you and I disagree, I would still respect 
your viewpoint. 

Then he mentions on page 8: 

The bills do not achieve stabilization of employment. 


This concerns me considerably, because obviously we do not want 
to increase unemployment by the terms of this bill. I am men- 
tioning this to you and leaving the record open. You may want to 
answer this and I think you would strength you case if you could. 

Then on page 12 he makes the statement that the pending bills 
would tend to destroy State unemployment compensation programs 
for these reasons: That the States would be deprived of the right to 
fix the qualifications and the disqualifications, that the uniform dura- 
tion would produce inequities, and that the bills will destroy the merit 
rating principle. 

For these reasons he opposed it and I just wondered how you might 
feel about any or all of thes things relative to Michigan law? 

Mr. Wiis. I have not studied his argument about achieving 
stabilization of employment. I think that unemployment compensa- 
tion bills stabilize employment, if at all, through providing consumer 
purchasing power, and it would seem to me, harefiee: that the greater 
the benefits, the more purchasing power there would be, and conse- 
quently the more people employed. So I should think that these bills 
would increase stabilization rather than the contrary. 

On the taking away the power of the States to control their own 
destinies here, it seems to me that the problem that I mentioned in 
my own brief where I read the editorial covers this pretty well. 

We found out when we joined in a union that there were certain 
things on which we would like at least uniformity, or if not uni- 
formity, minimum standards, and I joined with 10 other Governors 
last year in asking for minimum Federal standards, and the reason 
that we felt that this was appropriate was that there was too much 

ulling and hauling by employers and others and preventing the legis- 
atures in the several States passing bills that had adequate benefits. 
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These 11 States represented 40 percent of all of the covered employ- 
ment, so I think that the States would feel this was of assistance to 
them, rather than the contrary, in setting up some ground rules and 
leaving them plenty of opportunity for originality both m adminis- 
tration and legislation as well. 

Mr. Aucrr. Governor, I think the difference there, and this is 
really what I was trying to get at, is in this nature: You mentiond 
you believe in the existing system. You said that several times. This 
bill will provide minimum Federal standards. 

Mr. Cooper holds, and I am Jeanine toward that viewpoint myself, 
as I understand this bill, that these standards will destroy the exist- 
ing system, so again we are faced with a choice, and I think you are 
inadilemma. Fither you are for the existing system or you are fora 
system absolutely different and contradictory to the existing system. 

One is the State prerogative, which was the original intent, where 
the State had jurisdiction over eligibility, benefit amount, duration, 
and so forth, and from now on it is going to be Federal direction by 
laying down standards. 

Mr. WiiaMs. Sir, I think we have a problem of definition here, 
because the origina) bil) im and of itself set up certain standards. 
There are certain standards of disqualification. 

The tax, for example, applied to eight or more. Later it was 


changed to four or more. And it was necessary to recognize that there 
be certain ground rules. 


Now we find that after 20 years or more of experience, we have to 
improve our system. It will not be exactly the same, but I think it is 
in the same spirit. 

Mr. Acer. Governor, we can take any one of these issues now and 
point out to you that this is not just a change of degree. It is a total 
change of kind. 

For example, you mentioned disqualification. 

Do you maintain now that the State would have any prerogative 
under this bill of Federal standards compared to the way you do now? 

Every State can disqualify a man from receiving unemployment 
compensation for such things as labor disputes, misconduct, absence, 
and voluntary quitting. The State can disqualify. 

This bill says that the State can no longer disqualify and deny 
compensation, 

Mr. Wiuiu1aMs. Sir, on the very point you mentioned, as I under- 
stand, the original Federal law says that the State cannot pay com- 
pensation to people who are out on strike, so, in other words, the 
Federal Government already set up a standard there. 

Mr. Arcrr. However. the State still had jurisdiction. 

Maybe I better read this to you. The bill says, on page 3 in section 
(8): 


Compensation shall not be denied to any eligible individual— 


and so on. If the State is not denied the right, we need to amend 
this language. but this language, as I understand it, says that the rights 
to disqualification is now taken from the State. I am using this as 
an example to show you that Federal standards are exactly replacing 
your State jurisdiction, so you personally, as a Governor, as I see it, 
cannot be for the existing system now and also for the bill presently 
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before us. One contradicts the other, as in the case of disqualifica- 
tion. 

Mr. Wiir1ams. That is true, but when I say I am for the existin 
system, I am talking about the State-Federal system. I don’t thin 
everything in the present system is perfect and I think that the Kar- 
sten-Machrowicz bill makes a number of iinprovements. 

Mr. Arcer. I appreciate that. 

If, in other words, in our executive session here we can narrow this 
thing down to where it is apparent that we are replacing, as I thought 
all the testimony here had shown, State jurisdiction with, now, a 
’ Federal standard that will take precedent and the State will not have 
jurisdiction, then I am still wondering what you, Governor Williams, 


; would say, whether you would be for the existing system which gives 
States jurisdiction or whether you would say, “I am for Federal 
standards.” 

m4 [ would like to know what you think is right. bate 

’ Mr. Wiuuias. I think 20 years of experience have indicated that 
y our unemployment compensation law throughout the country would 

operate better with certain ground rules that would be the same for 

ss everybody, and these would have to be passed by the Federa) Con- 
gress, and insofar as that happened, the Federal Government, as it 
ee had in the past in part, assumed the prerogative of setting up certain 
rules, and this { would agree with wholeheartedly, but the operation 
re of the system and the ability to set up other rules would still remain 
; in the States, and T think that this is a reasonable compromise to meet 
= our problem. 

My. Averr. You and J have a very vast difference in the definition 
r of this bill. I can see therein lies the difference. 
al Iwi} try to improve my knowledge of it in case I am wrong in my 
F interpretation, but, of course, I think I am not. 

If I may refer to your statement now briefly, on page 8 you speak 
mn about this countercyclical tax. You are an experienced man in gov- 
of ernment and certainly in politics in dealing with human nature, which 
at is what I am speaking of now. Do you think that there is any chance 
a in good times and bad times of changing the tax rate in the sense that 

when we are in good times like now we have tax increase, and do you 
. think that if we go into a downturn there in any sense is going to be 
y tax relief ? 
Mr. I think that this is possible. 
al Mr. Areer. Do you think that is humanly possible / 
om My. WitutaMs. I think it is possible and I think that Mr. Curtis has 
pointed out that our existing system already has some type of counter- 
cyclical force. 
on | Mr. Avcer. Does it not occur to you, Governor, and I am talking 


politically now, not political parties, but politically, that human 
beings now are looking to the Federal Government to such an extent 
that whenever a downturn occurs, businessmen included, they come to 
nd | Washington and ask for Federal help ? 


hts Are you unaware of that 
as Mr. No; I] have heard of that. 
ing Mr. Arcer. In fact, that is all this recession has been. And what 


it, did we do? 
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We passed a military construction acceleration bill. We passed a 
public works construction acceleration bill. We passed one bill after 
the other calling them antirecession bills. 

Businessmen as well as labor and other minority groups who are 
pressuring Congressmen come here and say: “Times are getting 
tough.” ‘What are we talking about here? I do not know just how 
tough times are here, but to whatever degree they are, we are being 
told now by somebody as expert as you that we people in this political 
arena are going to have the courage to cut taxes at the same time that 
we are building these huge Government expenses when people demand 
more, when Federal Government needs the income from taxes. 

I say to you, Governor, you are being absolutely unrealistic and I 
mean no disrespect, but I believe that that part of your statement has 
no merit in practicality. 

Mr. Wituiams. I think, sir, that there are people who have a certain 
degree of vision here and confidence in people that we can build up 
this kind of a system. 

After all, everybody who is setting aside a little money for a rainy 
day is doing just what we are suggesting here. It is a countercyclical 
move when in good times you put some money away to spend in bad 
times, and this is just another way of accomplishing this very prudent 
operation. 

I don’t think that you would agree, sir, that if you could do this, it 
would be bad to give an employer tax relief in hard times. 

Mr. Acer. I am for tax relief, of course, but I believe that has to 
be tied in, Governor, with denying money to certain programs, and 
sometimes eliminating programs that cost money, because you cannot 
have tax relief without the corresponding reduction of Government 
SS else you inflate the currency. 

Mr. Wituiams. [ just suggest one way you can do it is in good times, 
if you have a slightly higher tax than you need to meet your then 
existing services, you will have that money available for the services 
in hard times without as large a tax. i 

Mr. Arcer. Governor, I think you are talking to me about Alice in 
Wonderland. 

In good times there is less need by the people of Federal Govern- 
ment aid and all the many welfare programs we have. Therefore, 
there is less need for the higher tax. 

In poor times there is an even greater rush into Washington for 
Federal aid requiring, therefore, a higher tax. 

I think we have an area of disagreement and I respect your position. 

Mr. Wititams. Might I just comment on that ? 

Mr. Aucer. Yes. 

Mr. WiiuiaMs. It seems to me that experience indicates that this is 
not any Alice in Wonderland thing at all, because every day people 
ae laying away reserves against a rainy day, and that is all that this 

oes. 


This I-think is prudent and is something that a realistic man would | 


do. Business does this. 
Mr. Arcer. Weare talking about two different things. 
You are saying nothing I disagree with at the moment relative to 
tm saving. I am for that. I am talking about government and 
want your comment on this, sir. 
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This year we are in the hole right now somewhere in the neighbor- 
hood of $13 billion. You, Governor Williams of Michigan, have just 
appeared before us and said we have to have more, on pages 2 and 6, 
housing, aid to the cities, airports, highways, public works. 

Who is going to pay for this? We are running $15 billion in the 
hole now. That means tax money is needed. 

Mr. Wiuu1aMs. Sir, you were turning your attention to the counter- 
cyclical recommendation I made in the unemployment compensation 
tax. Let’s stay there instead of going over and looking at all these 
other things you are talking about. 

I think that by adjusting this tax so that in good times you pay 
slightly more and in bad times you will have to pay slightly less, your 
total tax will presumably be exactly the same, but the time you pay 
it is arranged so that you have a countercyclical force, and this would 
I think be helpful to the employer. 

Mr. Axcer. Governor, I appreciate that and I think you are 
wise to propose it, and I would like to think that you as well as we here 
would have the courage to support statesmanlike counsel like that. 

On these other things which you mention as part of your bill on 
pages 2 and 6, and elsewhere, you talk about Federal grants, Gover- 
nor, beyond the budget, if you please, and additional moneys that 
are going to be granted now for the unemployment compensation, 
and I, like my colleagues, face a $13 billion Federal deficit, you say 
wisely that we cannot do the job just with unemployment compensa- 
tion. So what are we going to do? 

We do not look to our localities. We are going to come to Uncle 
Sam. Uncle Sam is running $13 billion in the hole and we have all 
these additional programs which you mention in your paper to us. 

How are we going to pay for this? 

Mr. Witttams. Congressman, you, yourself, a little while ago, I 
believe, were trying to point out that we ought to keep our unemploy- 
ment compensation system on the employer tax, and if you can make 
that distinction in your mind for that argument, I think you ought to 
be able to make it here, so let’s consider the taxes and the likeness for 
these other programs separately and see if we can agree whether or not, 
on the simple program of unemployment compensation, it would not 
be helpful in this program to have a Coumiareraiiea tax. 

Mr. Areer. You do not want to relate your remarks, as you did in 
your statement, then, to these other spending Federal programs ? 

Mr. WituraMs. I think that these bear on whether or not we should 
have an adequate unemployment compensation program. I think it 
also bears on the fact that we in the United States ought to try and 
step up our employment, but I think on whether or not you work a 
countercyclical tax in order to support unemployment. compensation 
that we are going afield unnecessarily, because you and I both agree, 
I think, that it is preferable to carry our unemployment compensation 
system on the existing type of employer contribution. 

Mr. Acer. I do, and I am also aware of the fact that this program 
before us now is going to take a terrific Federal grant, and that goes 
back to the taxpayer to pay, so housing and other programs you said 
are supplemental to this, and I agree with you. 

I think these other things very definitely are sources of work. The 
question is just how far we can go financially. I might agree with 
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you on the worth of any one of these problems, but then say to you, 
we have to tighten our belt, Governor. We are running $13 billion 
in the hole. 

Let me relate it directly to this then : 

We are $13 billion in the hole. You have your problems in Michi- 

an. You know something about this and how it hurts when you are 
in the hole to have the citizenry come to you and say, “Governor, we 
want another program.” 

You are talking to us right now here in this committee and asking 
the taxpayer, in effect, to take another program beyond the budget 
when we are already $13 billion in the ox and I say to you this 
troubles me. 

I was hoping you could throw some light on it, but you are just 
throwing your weight behind additional Federal outlay of money. I 
do not think that that is the way to solve Michigan’s problem or any 
of the other of our States that want money from the Federal Govern- 
ment, because the Federal Government is even more bankrupt than 
any one of our States is. 

Mr. Wuuiams. This, sir, is not true. The debt for the States has 
gone up, and I can’t remember the exact figure, although you can 
find it, about 180 percent, whereas the Federal debt has gone up only 
about 10 percent in the last 10 years. 

Mr. Arcer. Governor, all States together, no matter what they have 

ne up, cannot begin to touch the Federal debt, and the point is, we 

ave to cut spending all along the line. It is not enough for us to say 
we see a need. We all see a need for these things. The question is, 
who is going to pay for it? 

Where is the monev coming from ? 

It is coming from the workers in the middle income group. 

For example, you want housing. What happens? You testify 
here and tel] us that we have to have more public housing, so you 
know what you are doing to the worker in Michigan? He is buying 
his own home as a worker, and he is also paying to buy public housing 
for a fellow maybe in Baltimore making $5,200 a year, more than he 
makes. 

Is he buying two homes, one for himself and one for the fellow in 
Baltimore? 

I say it is wrong. I say it is wrong here, too, because he is going to 
be paying very possibly, not the consumer, for another Federal grant 
to unemployment compensation. 

Mr. WiiuraMs. If you want to argue this question and agree with 
me that countercyclical unemployment compensation tax is good, I 
think we have made some progress. But I would just like to stick to 
this countercyclical unemployment compensation tax. 

I think that this will be very helpful and I don’t see where any of 
this discussion that we have had about building two homes by a 
worker has anything to do with whether or not, if you lower the un- 
employment compensation tax in hard times, that this would be of 
help to the employer. 

Mr. Acer. Governor, we must conclude this, of course, and I think 
you and I both benefit, but I think we might be a lot closer. 
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However, I do feel that in tough times the people are going to ask 
for more housing, let us say, and we are not going to cut the tax. We 
are going to continue it. It ties right into the countercyclical thing. 
In fact, people ask more for everything. 

Here we are with nobody facing up to this problem. Do you agree 
that this bill will provide for greater Federal grants for reinsurance / 

Mr. Witurams. I do not agree with that. I think this comes within 
the existing employer-tax system, and, as I pointed out to Mr. Curtis, 
I think that by having this reinsurance fund the individual State 
fund can be smaller, so I don’t think the average cost is going to be 
any greater. 

if you want to look at it this way, sir, I think it would be possible, 
too, to have a countercyclical tax that would go a long way toward 
meeting this building program. 

The only point I tried to make was that as far as unemployment 
compensation was concerned, the countercyclical tax would be helpful 
to the employer. 

Mr. Atcer. I appreciate your views, Governor, although I disagree 
with them. 

Thank you. 

Mr. Winuiams. Thank you, and I am glad to hear yours. 

The CHarman. Mr. Machrowicz. 

Mr. Macurowicz. Governor Williams, the bells have called for 
owr presence on the floor for a quorum call. You have so eloquently 
explained your position not only in your statement but also in your 
answers to the questions that I am not going to take up the time 
with many questions, except one thing, to clear the record. 

You have, have you not, personally advocated in Michigan the 
same standards that we are now advocating in this bill? 

Mr. Witurams. Yes, sir: I have more than once recommended all 
of the provisions; of course not the reinsurance provision, but as far 
us the size of the benefits, duration, and coverage, we have recom- 
mended those. 

Mr. Macwrowicz. Yes. 

Also, since Michigan has been so frequently referred to in these 
hearings and the record of Michigan has become an issue in these 
acarings, I note that you have handed me prior to the hearing a re- 
port containing the issue of the Engineering News-Record, in which 
the ranking of Michigan is ohaded, and I think that. is material to 
include in the record, so I will ask that that be included in the record. 

The CHamman. Without objection, it will be included at this point 
in the record. 

(Information referred to follows :) 

According to the annual reports and forecasts on heavy industry in the Febru- 
ary 1959 issue of Engineering News-Record, Michigan ranks fourth in the 
United States in contracts let in 1958. It is exceeded only by Texas, New 
Jersey, and Illinois. 

Figures for last year show Texas industry let construction contracts amount- 
ing to $132,033,000. Contracts let by Michigan industry amounted to $109,965,000. 
Michigan was only slightly behind third-place Illinois, which let contracts amount- 


ing to $110,555,000. Michigan was comfortably ahead of California which had 
$102,365,000. 
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Contracts let in some other States include: 


Pennsylvania______-___--- $65, 587,000 Ohio $61, 705, 000 
New York 46, 533, 000 

15, 324,000 Wisconsin _.. 35, 670, 000 
Mich- | Out- Re- 

Move- | Move- | Instate| igan side Clos- | New | open- 

ins outs | moves | ex -|expan-| ings! | starts?| ings! 


sion sion 


79 59 115 541 90 32 53 4 


1 For 1958 rw 
2 For 1957 and 1958 only. 


The U.S. Bureau of the Census figures for 1957 (latest available) show that 
Michigan ranks: 31st in total State and local taxes on the basis of income (fol- 
lowing on per capita basis), 12th in general fund expenditures for all purposes, 
5th in expenditures for education, 1ith in expenditures for local schools, 25th 
in expenditures for highways, 34th in expenditures for public welfare, 6th in 
expenditure for health and hospitals, 25th in gross long-term debt outstanding, 
23d in full faith and credit debt, 27th in nonguaranteed debt, 24th in total net 
long-term debt outstanding, 17th in State long-term debt outstanding, 33d in 
local net long-term debt outstanding. 

The Crairman. Governor Williams, we thank you, sir, for coming 
to us today and presenting your views on how to cope with these prob- 
lems, and particularly this matter of unemployment compensation. 

Mr. Witti1ams. Thank you very much. 

_ The Cuarrman. You made a very fine statement. We thank you, 
sIr. 

Without objection, the committee will adjourn until 2 o’clock this 
afternoon. 

(Thereupon, at 12:15 p.m., the committee recessed, to reconvene at 
2 p.m., same day.) 

AFTERNOON SESSION 


The CHarrMan. The committee will please come to order. 

Our next witness is Mr. Jacob Clayman, attorney for the Amal- 
gamated Clothing Workers of America. 

Will you identify yourself for the record, please, sir? 

Mr. Crayman. My name is Jacob Clayman. I live in Columbus, 
Ohio. And I speak in behalf of the Amalgamated Clothing Workers 
of America, AFL-CIO. 

The Cuatrman. You are recognized, Mr. Clayman. 

Mr. Crayman. With the committee’s indulgence, I would like to 
speak extemporaneously. 

The CHatrman. Without objection, your entire statement will 
appear in the record. You may nal as you desire. 


STATEMENT OF JACOB CLAYMAN, ATTORNEY, AMALGAMATED 
CLOTHING WORKERS OF AMERICA 


Mr. Ciayman. Thank you. 
There is a little bit of personal coincidence that I would have loved 
to have related if Jackson Betts were here. 
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The Cuamman. He will be here, I am sure, in just a few minutes. 
The House is in session and there is a matter of importance over there 
being considered. } 

Mr. CLayman. My first. contact actually with unemployment com- 
pensation was in 1941. I was a member of the Ohio Legislature. 
And the chairman of the judiciary committee at that time assigned 
me to a subcommittee concerned with unemployment compensation. 
J The chairman of the judiciary committee was Jackson Betts, And 
4 so, in his absence, I will charge that he is morally responsible for what 
Iam about tosay. He will deny this, 

* The Cuarrman. I am sure he will be proud of it. 

Mr, Crayman. The fact is that I have watched unemployment com- 

nsation in Ohio intimately since 1941, both as a member of the legis- 
ature and also as one who has spent considerable time around the 
t Ohio Legislature. : ; 

1. I happen to be a member of both the Federal Advisory Council on 
‘ Unemployment Compensation as well as the State advisory council. 
n 


And I observe from my own experience—and I trust that I will be able 
to demonstrate the validity of my point of view—that if these stand- 
t ards suggested in the bill before you have any merit at all—I, of 
n course, believe they do have merit—there is no foreseeable hope that 
| the States will even remotely achieve the standards described in this 
bill. 
: Now, then, a little bit of evidence on this score. And while I speak 
exclusively of Ohio, the Amalgamated Clothing Workers, of course, 
have membership in most of the States of the Union. And I use Ohio 


ly as a case history only because I know it best. And also because it is 
symptomatic of the whole picture. 

is Ohio is better than many States in the area of unemployment com- 
pensation, It is worse than some, 

ut || My guess is that it ranks perhaps in the upper portion of the middle 
third; perhaps the lower portion of the upper third. So it is reason- 


average. 
he last amendment that we had in Ohio, to our act in relation to 
benefits, was 1955. In 1955 we set a maximum of $33. We provided 


I- for an additional two dependents, $3 per dependent, a possible maxi- 
| mum of $39. In 1957, on the eve of the recession, the Ohio Legisla- 
| ture refused to take a single step; wouldn’t even add one penny to the 

S, maximum. Orthe duration. Or the dependents. 

rs Now, I am prepared to believe that most of us in 1957 weren’t fully 

conscious of what was coming in 1958. Perhaps this is some kind of an 

. ' extenuating circumstance as far as the legislature was concerned, and 


the employers of Ohio. But even in 1958, when the full impact of the 
recession hit us, when hundreds of thousands of workers in Ohio were 

unemployed, even then the legislature made no move whatsoever, no 

gesture whatsoever, to change the maximum. é 

Now, keep in mind that we did extend durations as an emergency 

measure. But mind you, only at the prodding and the instigation and 

__ I say this with complete moral certainty, knowing the Ohio pi 

that had not Congress taken this intitial’ step, the of 

_ likely most of the others would have taken no step whatsoever to extend 

duration. 


ill 
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Now it isn’t that my State of Ohio isa poor State. It is fortunately 
blessed. It is one of the lush, rich States of the Union. We have 
enormous diversity of industry. The impact of unemployment was 
not. as great in Ohio as in most industrial States. In 1958, the average 
contribution rate of the employers was 0.7. 

This was in relationship to a national average of 1.31. 

The Ohio rate was substantially one-half the national rate. And 
yet with this kind of a picture, showing complete capacity to foot the 
bill for higher unemployment compensation, the State legislature and 
the employers were not prepared to change one single sentence in 1957 
of the Ohio act. 

Forgive me, Mr. Betts. I used your name in your absence. And if 
there be guilt by association, I was averring that you are responsible 
morally in part for the kind of statement 1 am making. And this is 
how I came to that conclusion: That when you were chairman of the 
judiciary committee in the Ohio House in 1941, you may remember 
that you appointed me to a subcommittee on unemployment compensa- 
tion; and that was my first contact with unemployment compensation. 
And so by this strange bit of logic, I have come to the conclusion that 
you are responsible for what I say. 

Mr. Berrs. Mr. Chairman, you have always been kind enough to 
let the members speak in rebuttal. 

The CHarrman. You are recognized. 

Mr. Betrs. I just want to reply to Mr. Clayman’s remark by saying 
we served together back in the Ohio Legislature longer ago than I like 
to think. I am sure he does too. And I am glad that I made a con- 
tribution to this cause by appointing him to that subcommittee. 

And while we may not have always agreed completely on all issues, 
I want to say that I am sure that any statement he makes here today 
comes from sincere and honest convictions. 

Mr. Ctayman. Thank you, sir. 

The CHarrman. You may proceed. 

Mr. Cirayman. The sum total result of our mighty straining, how- 
ever, in 1941 was that we came up with a $1 increase. We went from 
$15 to$16. 

Now, then, in the area of establishing a maximum of 6634 percent of 
the average wage in covered employment, even with a changed political 
picture in Ohio partially as a result of 600,000 workers in Ohio in 
1956 receiving these decimated checks from the Bureau of Unemploy- 
ment, Compensation, even with a changed political picture, there is no 
likelihood that in Ohio we can achieve at this session 6624 percent as 
the maximum. If we are especially astute, we may conceivably reach 
the maximum of 50 percent. 

This is the political reality. And this is because the Ohio employers 
can make a case, and this is because the people in government, in 
administration, can make a case, that if we provide this kind of 
maximum, there will be created a disparity from the point of view of 
industrial competition between our State and others. 

And T tell you it is not an easy argument to overcome. And so if 
all States were to start from scratch, if none would be shackled by the 
possibilities of other States not doing the proper thing by their unem- 
ployed workers, I can believe that many States might even conceivably 
burst through the maximum of 50 percent set in this bill for any in- 
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dividual worker—or the minimum rather—and the maximum of 6624 
percent, quickly. 

We are going to have a monumental struggle in Ohio. I don’t 
want to predict the odds because the odds are lean from my point of 
view on extending duration from the current 26 weeks in our State. 
The legislature is willing to take emergency action. 

But there is this fear expressed by the government of my State, 
and expressed by others, that if we go to 39 weeks or some figure close 
to that, what position are we going to place our employers in ? 

Can they compete with the other States? Can they compete with 
Pennsylvania? Can they compete with Michigan? Can they com- 
pete with Illinois? 

And so, eternally, constantly we face the frustration, and under- 
standable frustration, on the part of honest legislators. How can 
they do the reasonable, the wholesome, the decent thing and still keep 
the employers in the State in some degree of equality of competition 
across the country ¢ 

Incidentally, I know you have heard so many figures that I suspect 
they have become almost meaningless. But in my State, given the ex- 
traordinarily sound position we have, notwithstanding in 1956 we had 
147,732 who exhausted their entire duration period of 26 weeks—and 
it isn’t that my State does not do a job—a good job of trying to police 
unemployment compensation, 

My State does one of the best jobs; some of us say the worst; but 
they do one of the strictest jobs. We vie with Michigan from session 
to session as to which State imposes the most numerous and harshest 
restrictions. 

But in spite of this, 147,000-plus ran through their benefits. And 
even with the emergency extensions which could reach additional cases 
an additional 13 weeks, 15,434 ran through that period in addition to 
the original 26 weeks and still were unemployed. 

I heard some question raised this morning about what kind of peo- 
ple are unemployed. Well, I only talk for my own State. Are they 
married? Are they high wage earners? Are they low wage earners? 
Are they really periphery workers? Well, in my State in 1958, 45.4 
percent of all the unemployed workers received dependency allowances. 

Now let me describe what dependency allowance includes in my 
State. They must have one or more children—the wife is not in- 
cluded—1 or more children under 18 and wholly dependent upon the 
wage earner. 

And so 45 percent plus in 1958 in Ohio—I assume an average State— 
of the claimants had one or more children under 18. And while I can- 
not give you a figure on this, my own personal belief and observation 
is that a substantial number of those not included in the 45 percent 
figure were claimants who had wives—dependent spouse, wholly de- 
pendent spouse. In our State you are not entitled to additional un- 
employment compensation for a dependent spouse. 

Then, quickly, and this has always been a constant source of amaze- 
ment to me, because privately employer after employer has told me, 
“We are not against this,” and yet in my State the modest notion of 
covering workers who work for employers who employ one or more 
seems to be unrealizable. 
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Even with relatively friendly legislature, this session, the employers d 
have come forward and said with enormous adamancy, “Don’t let ma 
them do this.” Big employers and small employers come forward and h 
say, “Don’t do this.” And there is every likelihood that we can’t 7 
even get the realization of the most modest suggestion of all, the ( 
notion that every worker has the same problems of unemployment 
whether he works for the United States Steel or whether he works Sra’ 
for a little guy who employs one or two employees. = 

Well, I am afraid I am taking too much time. I want to close. p 


I have said this: I am not happy about this procedure. But what is 


the prospect for the future ? M 
° of | 
Over the years an industry-inspired concept that unemployment ye 
compensation should only provide bare existence to the victims of in n 
unemployment has taken more than casual root, Often aided by of € 
irresponsible newspaper reporting—and [ can document this—legis- I hs 
led to believe that loyed are shiftless, lazy, and 
ators are led fo believe fhat the unemployed are shiftiess, lazy, an I ta 
worshippers of the rocking chair eult. men 
These spurious ghosts die hard. There is no foreseeable relief in prac 
sight for the vast majority of the honest unemployed short of Federal “Tn 
achon. 
In the judgment of the people I represent—and I speak for the expe 
Amalgamated Clothing Workers—the Federa) Government should ful 
play more than a permissive and passive role in our unemployment e. 
compensation system. ploy: 
It has the duty of aggressive and insistent leadership and initiative. was 
And I trust this is not marked sentiment, but I close with these words: road 
uc 
Since 1941, Congressman Betts, I have come to know a lot of unemployed Ohie 
workers, steel workers and rubber workers and oil workers and clothing workers, failv 
and all the rest. I have seen them in their homes this past year, many of them. Th 
Some of them have been in my home. I see them in my office. ingly 
A week doesn’t go by that I don’t see them in my office. And while all of clain 
us talk about statistics—and I do too—and they make pretty pictures, and couk 
we can arrange the most magnificent kinds of charts—these people are con- com! 
fronted with the most desperate problem that any of us can conceive short of on tl 
illness and short of disease. And frankly—and I hope this isn’t too emotional— ploye 
frankly, their hopes and their expectations are riding much on this committee inere 
and on this Congress. And if there be some sign from the Federal Government 1958. 
soon that relief is in store for them around the corner, there are few greater 1957 
obligations and responsibilities which this Congress will have than the resolu- did i 
tion of this issue. passe 
Forgive me for going overtime. ; rey 
The Cratrman. Mr. Clayman, we thank you, sir, for coming to Leats 
the committee to present the viewpoint of the Amalgamated Cloth- An 
ing Workers of America. I might say that you have made a very fine com 
presentation of these views. We appreciate very much your state- ae 
ment. in 19% 
Mr. Mason. of 1. 
Mr. Mason. You stated that 45 percent of these unemployed receiv- eo 
ing benefits were given dependency allowance. prt 
Now will you explain to us what that dependency allowance Ta 
amounts to? Is it so much per child, or what is it? cover 
Mr. Crayman. It is $3 per child. No more than two dependents. be 
Making a possible maximum of $6 per week. pina 
Mr. Mason. Isee. Thatisall. 
The Cyaan. Any further questions? of $9 
whelr 
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Mr. O’Brien. Nothing except I would like to compliment Mr. Clay- 
man on a fine statement. 
Mr. Crayman. Thank you. 


The CuatrMan. We appreciate your coming, Mr. Clayman. 
(The prepared statement follows :) 


STATEMENT OF JACOB CLAYMAN IN BEHALF OF AMALGAMATED CLOTHING WORKERS 
or AMERICA BEFORE THE HOUSE COMMITTEE ON WAYS AND MEANS ON LEGIS- 


LATION To ProvipE FeperaAL MINIMUM STANDARDS oF UNEMPLOYMENT CoM- 
PENSATION 


My name is Jacob Clayman and I live in Columbus, Ohio. I speak in behalf 
of the Amalgamated Clothing Workers of America, AFL-CIO. While the 
Amalgamated Clothing Workers is a nationwide organization with membership 
in most of the States of the Union, I shall draw primarily upon the experience 
of Ohio, I do this because my own background is rooted in Ohio. Since 1941 
I have been either part of or have intimately observed the Ohio Legislature, 
particularly in regard to its accitude Coward unemployment compensation. Also, 
1 take Ohio as my prime example because its history in relation to unempiey- 
ment compensation is reasonably typical—it is symptomatic of the tradition of 
practically all the States. Therefore, as 1 talk about Ohio and unemployment 
compensation, I bespeak the problems of all the States. 

Out of my knowledge of the history of unemployment compensation 1 state 
as categorically as I can that there is little hope that the 50 States can be 
expected, on their own, to establish a sound, humane and economically meaning- 
ful unemployment system. 

Why do I take this dour view of State unemployment compensation prospects? 
Let’s take a look, The last change in the benefit structure of the Ohio unem- 
ployment compensation law took place in 1955. The basic weekly maximum 
was then set at $33, with a possible additional $6 for dependents. In 1957, on 
the eve of the recession, the chamber of commerce in Ohio and the Ohio Mann- 
facturers’ Association stood firmly against any change in the Ohio law. The 
Ohio Legislature supported this Neanderthal position and the result was the 
failure to approve a single cent of change in the law. 

Thus we entered the recession with an archaic benefit structure and accord- 
ingly dismally failed to bring an adequate measure of relief to the 600,000 Ohio 
claimants in 1958 who received unemployment compensation checks. Perhaps it 
could be argued as an extenuating circumstance that during 1957 the business 
community and the legislature couid not see the economic storm clouds appearing 
on the edge of the horizon. Unfortunately for this argument, and the unem- 
ployed workers and their families affected, the legislature did nothing about 
increasing weekly benefits even when the recession hit with all of its fury in 
1958. It could not bring itself to correct the inaction and shortcomings of its 
1957 session. Only under the whiplash of congressional action and precedent 
did it extend the duration period. I am morally certain that had Congress not 
passed emergency extension legislation, the Ohio Legislature would not have 
affirmatively acted even in this area. It took the stimulant of a congressional 
act to chisel this modest achievement from the granite hardness of the Ohio 
Legislature. 

And it isn’t that Ohio is a poor State. Its employers are not destitute. Our 
employment record is relatively good. We have extraordinary diversification of 
industry. The demands on the unemployment compensation fund were relatively 
less than in most industrial States. The contribution rate of Ohio employers 
in 1957 was 0.7 percent, which was about one-half of the 1957 national average 
of 1.81 percent. Every economic fact, as well as every equitable principle, 
pointed to the capacity of industry to liberalize law. And yet the hard reality 
is that the Ohio business community and the legislature seemed psychologically, 
almost pathologically, incapable of doing the necessary and obvious things. 

In 1939, when benefits first were paid in Ohio, the average weekly wage in 
covered employment was $27.91. The weekly maximum was $15. Thus the 
weekly maximum bore a 54-percent relationship to the average weekly wage. 
The fact that only 18.6 percent of the claimants received the maximum rate 
demonstrates the meaningfulness of the $15 maximum in 1939. In 1957, with 
a basic weekly maximum of $33, and an average wage in covered employment 
of $92.15, 79 percent of the claimants received the maximum rate. The over- 
whelming bulk of the claimants were choked off by the harsh $33 stopper. 
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This means that in 1939 less than one out of every five claimants were concen- 
trated at the maximum rate. In 1958, four out of every five claimants were 
frozen at the top level. And, even more significant, 9 out of every 10 male 
claimants received the top benefit. This is the nature of the erosion and retro- 
gression which has beset the Ohio compensation law and that of virtually every 
other State. 

The political climate has changed in Ohio, attributable in part to State unem- 
ployment compensation shortcomings, but even so there is no likelihood in my 
State of attaining some of the provisions of the Federal standards bill pending 
before this committee. The pegging of the maximum rate in Ohio at 66% of 
the average weekly wage in covered employment is out of the question—beyond 
reach. 

Even at this stage of the situation when even a schoolboy can appreciate the 
justification for drastic liberalization, Ohio employers have again taken up the 
cudgel against unemployment compensation improvements. Their legislative 
suggestion is to raise benefits $2 to $8 a week. Beyond this they would hold fast 
to the present law. The political reality is that it will take a monumental strug- 
gle to attain a maximum of 50 percent of average weekly wages in covered em- 
ployment, let alone 66234 percent. 

Few States are likely to voluntarily extend the duration period to 39 weeks 
on a permanent basis. In spite of our relatively good employment record in 
Ohio, the unemployment compensation exhaustion statistics in Ohio are star- 
tling; 147,732 workers were laid off so long in 1958 that they ran through the 
whole period of compensation permitted under the permanent law. An addi- 
tional 128,281 workers received compensation under the 13-week maximum tem- 
porary extension, and of this number 58,434 exhausted their compensation. Ex- 
haustions under both the regular and temporary law, then, totaled 206,166. The 
number of workers who exhausted compensation under the permanent law in- 
creased 318 percent over 1957. 

Notwithstanding these figures which spell out heartbreak and tragedy for these 
many thousands of workers, the pressures to resist change in the duration period 
weigh heavily against the realization of 39 weeks of compensation in Ohio as 
is provided in the Federal bill. 

Amazingly, Ohio employers have bitterly inveighed against the modest stand- 
ard provided in this bill to include employers of one or more individuals. There 
is every present likelihood in Ohio that the employers will succeed in thwarting 
unemployment compensation protection to the workers in the category. Every 
rule of reason dictates that these people be covered, yet perversely many of the 
States, including Ohio, have stonily turned them aside. 

What is the prospect for the future? Over the years, an industry-inspired con- 
cept that unemployment compensation should only provide bare existence to the 
victims of unemployment has taken more than casual root. Often, aided by ir- 
responsible newspaper reporting, legislators -are led to believe that the unem- 
ployed are shiftless, lazy, and worshippers of the rocking chair cult. These 
spurious ghosts die hard. There is no foreseeable relief in sight for the vast 
majority of the honest unemployed short of Federal action. In the judgment 
of the people I represent, the Federal Government should play more than a per- 
missive and passive role in our_‘unemployment compensation system. it has the 
duty of aggressive and insistent initiative and leadership. The urgency for the 
exercise of this duty becomes more imperative each passing day. We earnestly 
believe that Congress should institute Federal unemployment compensation stand- 
ards modeled upon the bill now before this committee. 

As I reflect on the foregoing pages it occurs to me that I have underemphasized 
another aspect of the State legislative picture. I failed to comment on a group 
in every legislature, sometimes substantial in number, which understands the 
need for broad changes in unemployment compensation. However, this group is 
constantly frustrated and inhibited by the argument of interstate competition. 
They fear the consequences of moving forward, dreading that such action may 
put their industry at a disadvantage with those of other States. Were there 
some sound Federal standards, were every State to’commence from the same 
starting pojnt, these legislators could and would give leadership to a new era in 
unemployment compensation. They await some sign, some signal, from their 
Federal Government that the time to begin is now. 


The Cuarrman. Our next witness is Mr. Joseph R. Shite; Will you 
identify yourself for the record by giving us your name and address 
and the capacity in which you appear. 
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rd STATEMENT OF JOSEPH R. SHAW, PRESIDENT OF ASSOCIATED 
ale INDUSTRIES OF NEW YORK STATE 
TO- 
ery Mr. Suaw. My name is Joseph R. Shaw. Iam president of Asso- 

ciated Industries of New York State. With me, Mr. Chairman, is 
‘eh Mr. John A. Williams, chairman of the New York State Conference 
ing on Unemployment Insurance, a gentleman who has been identified 
of with unemployment insurance going back to the mid-1930’s when the 
nd Federal act was originally enacied. 
the The Cramman. How long will it take you to present your state- 
the ment ? 
ive Mr. Suaw. Mr. Chairman, if I may, I would like to submit. my 
amt formal statement for the record and orally summarize it in about 5 
to7 minutes. 
| The Cuatrman. Fine, sir. You are recognized. Without objec- 
eks tion, your entire statement will appear in the record. 
in Mr. Suaw. Mr. Chairman, Associated Industries of New York 
ol State is a statewide association of manufacturers representing the in- 
\di- dustry of New York State. We respectfully express our opposition 
‘m- to proposed legislation on Federal standards. 
Ex We in Associated Industries firmly believe in the Federal-State 
aa system of unemployment insurance. We think it has worked well 
over the years. We think to continue it would-be in the best interests 
ese of all those who have a State and a sound unemployment insurance 
lod system. There are four particular points I would like to cover. First 
“| of all, we think the States have done a good job trying to keep up with 
nd- the times. We think that New York State has done an outstanding 
ere job in keeping its unemployment insurance program up to date. 
ing Back when we began our program in the 1930’s we had a maximum 
“id benefit of $15. In 1942 that went to $18; in 1945 it went to $20; in 
1948 it went to $26; and in 1951 it went to$30. In 1955 it went to $36 
on- | « week. And last year we increased our maximum benefits to $45 a 


the week. 
We have also improved our program over the years with respect to 


ese duration of benefits. Back in the early days I think our duration was 
ast about 15 weeks. ‘Then it went to 21 weeks and finally it was increased 
ent io @ maximum duration of 26 weeks, which is the present duration. 
oll In 1951 we had experience rating in our law for the first time. We 
the feel that experience rating has done much to improve the program. 
tly Certainly our finances, the soundness of our fund, has been improved 
nd- __—sunder experience rating. We now have a balance of $1,067 million. 
7 Our program has weathered the storms through the years very well. 
yap There have been mild setbacks and recessions. 

the Last year we paid out benefits of $502 million. And in addition to 
pis that, benefits of $89 million were paid out under the Tuck program, 
on. the temporary program. And still our program is in good shape. 
and Despite that, we still have $1,067 million in our fund. We have 
me broadened our program in 1956 to include employers of first three or 
| in more, then later two or more. This*¥éar our program was further 


eir fi broadened to include employers of one or more. That will add 

150,000 employees to the program. It will add 100,000 employers. 
We will now have in our program 400,000 covered employers. 

Presently we have in our program 408,000 covered workers. And 
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under the recent amendment 150,000 more will be added when em- 
»loyers of one or more come in. So, Mr. Chairman, we think that we 
com done a good job in New York. We have been very mindful of 
the program. Employers are generally satisfied with it. 

We realize that there are some real weaknesses in our law. We 
are constantly trying to correct them. But by and large we think it is 
a good program. It is doing a good job. 

Second, Mr. Chairman, we feel that these bills now before you for 
consideration do not do what they purport to do. 

My understanding is that the objective of Federal legislation is to 
create a uniformity among the States. But under this two-thirds 

rovision in our opinion it will simply mean increasing of maximum 
basin, and yet continuing disparity between the States. 
And that disparity will be a very real one. Much has been said 
about overcoming the competitive standing among the States. Em- 
ployers have said that in one State it costs much more to do business 
than in another. Now, these bills will not correct that. They will 
not undo the competition among the States. They will continue it, 
if anything. 
Thirdly, Mr. Chairman, I wonder if the proposals now before you 
do not tend to depart from the original concepts of an unemployment 
insurance program. Mr. Chairman, we give way to no one in our con- 
cern over the number of unemployed, whether it is because of so- 
called automation—although I am not sure just what that means—but 
nevertheless we do realize that there is a hard core of unemployment 
in various areas. 
We are as much concerned as anybody else about doing something 
about it. But either we feel we are going to have an unemployment 
insurance program that will stick to its original concepts or depart 
from them. Now, we feel that the original purpose of these programs 
were transitional programs. They were intended to take care of 
workers who become unemployed through no fault of their own while 
they were looking for other employment. 
And employers, and rightly so, employers alone financed the entire 
program. Now, it occurs to us that there must be some point at which 
that sole employer obligation of financing must end. And someone 
else must pick up the financial responsibility. 
We feel that a duration of 26 weeks is a reasonable one. We feel 
beyond that point someone other than the employer must. pick up the 
financial tab. 
Now, again we are anxious to take care of this problem. We do not 
have the answer as to it, as to how it should be done. Whether it 
should be financed from public funds or otherwise I am not prepared 
to say. 
But, finally, I think that these proposals are a threat to the sound 
financing of unemployment insurance. We firmly believe in experi- 
ence rating. We think it provides a healthy incentive for employers 
to take an interest in the programs all to the end of developing sound 

rograms. We think that to keep experience rating, the principle of 
it, sound will help the program as a whole. 

Last year we spent $89 million in our State on the temporary un- 
employment compensation program. This year just a week or two 
ago legislation was passed with our support to provide for employers 
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to pay for this $89 million through the experience-rating system. We 
feel that to provide grants—grants and not loans—to States would 
tend to destroy a sound financing under experience rating. For these 
reasons, Mr. Chairman, we respectfully oppose the legislation now 
before you. 


(The prepared statement of Mr. Shaw is as follows :) 


My name is Joseph R. Shaw. I am president of Associated Industries of 
New York State which represents both large and small employers in every part of 
New York State. We are a membership corporation and our 1,500 company 
members employ a majority of the Empire State’s industrial workers. As you 
know, New York for 112 years has been the leading industrial State in the 
country and stands far above all others in almost every economic measure. 
As members of this committee also know, New York State accounts for approxi- 
mately 13 percent of all workers covered by the unemployment insurance 
program, 

NEW YORK INDUSTRY OPPOSED TO FEDERAL STANDARDS 


I am here to convey to the honorable members of this committee the formal 
opposition of Associated Industries of New York State to Federal standards 
which we believe will be inevitably only the first step toward federalization 
of our State unemployment compensation programs. Specifically, we are 
opposed to H.R. 3547 (Karsten), H.R. 3548 (Machrowicz) and 8S. 791 (Kennedy). 


STATE SYSTEMS DO CARRY OUT PURPOSES OF THE ACT 


In H.R. 3547 the flat statement is made in the preamble that the systems of 
unemployment compensation as now constituted and administered throughout 
the Several States are failing to carry ont the purposes and objectives of em- 
ployment stabilization and security against unemployment which are the goals 
of the Social Security Act of 1985. As the representative of New York State 
industry, let me say with all of the force at my command that this just isn’t so. 


STATES RIGHTS VIOLATED 


As the law now stands, the States have responsibility of tailoring unemploy- 
ment compensation to their own special needs. Much more than unemploy- 
ment insurance is involved in the philosophy implicit in these bills. There has 
been a steady encroachment on the rights and prerogatives of the States. These 
bills would widen the breach and would, by setting specific standards for un- 
employment insurance compensation, rob the States of their prerogatives to 
handle their own affairs in a way best suited to their own particular conditions. 


NEW YORK HAS BROAD COVERAGE—OR MORE 


The preamble of H.R. 3547 goes on to state that there are substantial cate- 
gories of workers and employees who, though needful of the benefits afforded 
by unemployment compensation, are not covered for such benefits. Experience 
in New York at the legislative session just ended shows that the reverse is 
true. For many years, unemployment insurance in New York applied to only 
employers of four or more. Commencing in 1956 coverage was extended to 
employers of three or more, and then to employers of two or more in 1957. In 
our State this year we took the last step to protect the estimated 150,000 non- 
farm workingmen and women in our State who are employed by one-employee 
firms in covered industries. This step has already been taken by some 18 
States. And because we wanted to avoid costly administrative burdens out 
of proportion to potential benefits, the New York law includes a reasonable 
($300) earnings test to bar casual labor. 


INSURANCE OR SOMETHING ELSE? 


The preamble to H.R. 3547 also states that benefits are inadequate for family 
support in most cases and that there are great disparities between State laws. 
There is a measure of truth in those statements, but let’s analyze them: If 
it is the purpose of the unemployment insurance system to tide over for a rea- 
sonable period a man or woman, honestly attached to the labor market and out 
of a job through no fault of his own, until he or she finds a job, that is one 
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thing. But if the “insurance principle” is intended to provide “adequate family 
support,” that is another thing—and a far cry from the original purpose of 
the Unemployment Compensation Act. 

Incidentally, in New York State the relative ratio of the weekly benefit 
amount to average factory wages has been kept fairly constant. We started out 
with a benefit span of $7 to $15—and this at a time when the average factory 
wage for the State was in the vicinity of $28. We have gradually increased 
that amount. In 1942 we went to $18, raising the minimum to $10. In 1945 
to 1948 we paid $10 to $20. In 1948 to 1951 we paid $10 to $26. In 1951 to 1955 
we paid $30. In 1955 to 1957 we paid $10 to $86 and for the 1957 benetit year 
(1958 payments) our weekly benefit amount was increased to $45. 


FEDERAL STANDARDS WILL NOT WIPE OUT DISPARITIES 


There are great disparities between State laws, but the question to be answered 
by Congress is whether or not Federal standards will wipe out these disparities 
in benefits, etc. 

The only possible answer is that they will not ; because so much is involved here 
in the type of work performed, the skills applied thereto, and the total labor 
costs. They certainly cannot wipe out the disparity in labor and costs. Actually, 
Federal standards will only freeze these great disparities or inequities if they are 
that. Labor costs (and wage rates) of New York State industry are going to 
remain high. They refiect the high skills and productivity of New Yorkers. 


FEDERAL STANDARDS WILL HARM NEW YORK COMPETITIVELY 


Let us face the issue squarely. Rather than helping States like New York, 
Federa! standards would serve to give these industrial States like New York a 
still further adverse position in interstate competition. It is not generally 
understood that the average unemployment insurance tax rates in the so-called 
low-cost States and the so-called high«ost States average out about equal. The 
percentage of average employer tux rates in the so-called low-cost States run 
1.2 percent. For the so-called high-cost States which represent most of the 
industrial States the average is 1.25 percent. 

But under the Kennedy-Karsten bill a State like New York would be required 
to increase its maximum benefit leaving the so-called laggaurd States still far, 
far behind. The effect would be to force New York State to adopt an unemploy- 
ment high benetit maximum that would still be far ahead of the so-called 
laggard Staies. And, incidentally, these laggered States according to testimouy 
given to this committee have not been as “laggard”’ as they have been painted. 
The trend everywhere has been to bring standards up to more realistic levels. 
Great progress has been made. Such States should be encouraged to come up to 
reasonable comparison with other States, and should not be compelled to do 
so Via Federal standards with all of their dangers. 

Let’s give a concrete example. 

In Arkansas weekly -benefit amount has been increased by $4 to $30 and the 
duration by 8 to 26 weeks. Qualifying wages go from $210 to $800, with a 
requirement in two quarters. 

The average factory wage in Arkansas is about $60. In New York State the 
average is about $90. It is estimated that in Arkansas application of the bill 
before you would, if passed, result in a weekly benefit amount of $39, this 
amounting to two-thirds of the average weekly wage of the State. In New York 
State, where a maximum of $45 has been paid since 1958, we estimate that 
application of this provision would give us a weekly benefit maximum of $61. 

The present New York average weekly benefit amount is one of the highest 
in the Nation. Benefits might be further improved without higher tax costs if 
we were to courageously take these steps necessary to withhold benefits for 
those people whose own voluntary action or misconduct has resulted in their 
being unemployed, or are actually either casually attached to the labor market 
or, like pensioners, show no real attachment to the labor market. 

New York State has a strong experience rating system. Without question 
this has been a strong incentive to job stabilization across the length and breadth 


of our State. 
NEW YORK DOES NOT NEED FEDERAL STANDARDS 


As the representative of New York employers, let me state without equivocation 
that our system is a general system as it now stands. We do not need Federal 
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standards nor should the employers of New York State in effect subsidize other 
employers in other States of the country which would result if these bills were 
to be enacted. 


NEW YORK’S UNEMPLOYMENT INSURANCE FUND NOW STRONG 


H.R. 3547 would penalize New York State for having built up a strong unem- 
ployment insurance fund. 

In 1986 employer payments into the New York State fund amounted to 
$25,880,009 and with interest included we closed the first year with a fund of 
$26,029,545. Employer payments under our experience rating system now equal 
monthly about.the total payment made in 1936. In 1958 employer. payments were 
$230,518,398. In 1958 New York State paid out $502,477,293, but still leaving our 
fund in a strong position with a balance of $1,121,588,210. In February the 
fund amounted to $1,067,244,791. 

Experience rating was introduced in New York State in 1951. It has rein- 
forced the sound principles of our financing system under our law, as has heen 
demonstrated since with full employer cooperation. 


PROTECTING NEW YORK’S FUND 


The New York State unemployment insurance system has successfully weath- 
ered every recession storm. It is to protect the strong position of our own fund 
that New York State this year set up the machinery to begin now the repayment 
of the $89 million Federal loan made a year ago in connection with the temporary 
unemployment compensation program. 

When the bill is due, the money will be ready. It will have been charged to 
employers responsible for the employment and our fund will be as strong as ever. 


NEW YORK UNDERSTANDS WEAKNESSES OF UNIFORM DURATION 


The bill before this committee would permanently extend the duration of 
unemployment insurance benefits to 39 weeks. 

What this means is simply that the principle of uniform duration would be 
extended to all of the States, over and above the extension of this uniform dura- 
tion to 39 weeks, which is bad as I will explain later. Let me point out please 
that New York is one of those States which has experimented with uniform 
duration—and our experience is not too satisfying. We find that we are sup- 
porting people with no attachment to the labor market. New York State’s own 
analysis shows that in January 1959, 20 percent of those receiving temporary 
unemployment compensation benefits were age 60 and over. Thirteen percent 
of the total were age 65 and over, showing that we are providing TUC benefits 
to many people, such as pensioners, who are certainly not attached to the labor 
market. When you break this down further you find that 14 percent of regu- 
lar recipients are age 60 and over with 8 percent of the total being age 65 and 
over. At ‘the other end of the age column you find that 15 percent of regular 
recipients are under age 25 with 5 percent being under age 20. And—interest- 
ingly enough—13 percent of TUC recipients are under age 25 with 9 percent 
under age 20. The TUC figures for males on a statewide basis are more 
Startling still. Twenty-five percent of males are age 60 or over and 17 percent 
of the total are age 65 or over. We do have in New York State an age dis- 
crimination law, but the figures remain rather dramatic all by themselves. 


TWENTY-SIX WEEKS LONG ENOUGH 


It so happens that employers across the country are now committed to a will- 
ing acceptance of the unemployment insurance principle—that is, to the prin- 
ciple as it now applies. Unemployment insurance to date has been based on 
the principle that the employer who lays off an employee has an obligation to 
provide support during a reasonable period of time while the employee seeks a 
hew job. It has worked this way in New York State, and employees out of 
work through no fault of their own have thus been supported while they were 
Seeking new work. The New York Legislature and New York employers believe 
that the 26-week period is clearly sufficient time for any worker to thoroughly 
explore job opportunities available to him and make his decision as to what kind 
of job he is going to take in order to get back to work. 


t 
t 
d 
D 
es 
re 
or 
ly, 
ire 

to 
rk, 
K a 
Jed 
rhe 
run 

the 
ired 

far, 
ited, 
vels. 
ip to 
do 
i the 
ith a 
e the 
bill 

this 

York 
that 
ghest 
sts if 
rs for 

their 
yarket 


1088 UNEMPLOYMENT COMPENSATION 
ABUSES DRAIN FUNDS ie 
New York employers have frequently criticized our own system, principally “ 


on the ground that we pay benefits (after a waiting period it is true) for volun- 
tary quits; that we pay benefits to strikers, for people discharged because of 
misconduct, for seasonal workers, for pregnant women, and have actually paid | 
benefits for workers drawing vacation pay—a process which still continues. 
But these are criticisms of detail—and New York State employers are convinced a 
beyond any shadow of a doubt that our New York system is a fundamentally Ne 


good system. 


OPEN DOOR TO COMPLETE FEDERALIZATION ? cor 
I repeat that legislation establishing Federal benefit standards would open In 
the door to complete federalization of the unemployment insurance system, and po 
mandate standards for all States, including the Empire State. It would be y 

destructive of our job stabilizing merit rating system. When we introduced 
merit rating into the New York system in 1951, the employers of the State ‘ 
themselve urged that in order to establish a fund that would be sound for a ma 
rainy day that we should maintain the maximum tax for 2 years, which we did. } 
Again, the way we have come through the economic storms in 1954 and again bef 

in 1958 ought to be assurance to Congress that the States can take care of 

themselves. New York is a good example that they can—and that no Federal ( 
standards are needed. 7 
NEW YORK BELIEVES IN INSURANCE PRINCIPLE -. 
But our concept in New York State, to repent, is based on the fact that this is of 1 
an insurance program. Under the bills before you with the 39 weeks set asa of t 
standard, we are talking about something else. We are talking about a program alw 

under which the full responsibility for and the full cost of economic storms of 
long duration is placed on only one segment of the population—the employer. \ 
And by any standard that is not only inequitable but destructive of the principle T 
of justice that is at the root of historic Anglo-Saxon tax policies. ¢ 
The financing of unemployment insurance has been geared to short-term dea 
liability. In New York State we consider the 26-week duration as plenty of ie 
time for a worker to find a new job, and if the unemployment period goes beyond ples 
this, then a new factor has been introduced. It is here that possibly Government Fat 
should step in and the burden should be assumed by the whole public. Certainly just 
it should not be assumed by the employers alone, even if you concede that the nize 

cost is eventually passed on to the consumer which it often is. That type of 
approach incidentally is morally dishonest. k. 
' wha 

NEW YORK PROTESTS SUBSIDIES FOR COMPETITORS 

STA 


In New York State we already as employers subsidize many marginal or sea- 
sonal employers as part of our experience rating system. H.R. 3547 provides 
for a reinsurance grant that would mean inevitably thet New York State em- 
ployers, accounting at the present time for 13 percent of covered workers, would M 
be subsidizing competing employers in other States of the Union! This feature 


alone could encourage wasteful State practices! agec 
The financing provisions of H.R. 3547 are unrealistic and would bind Federal sort 
taxpayers everywhere to a new liability that could run literally into billions are 
of dollars—akin to the sad story of agricultural subsidies—and equally de- then 
structive of equity in democratic principles in the long run. Your committee Pie 
already has received information showing how administrative grants to States It, I 
by themselves involve gross inequities. For example, it costs three times as much Be 
to run Alaska’s employment security program at the present time as employers days 


in that State paid in Federal unemployment taxes. But many industrial States I the 
pay much more by far than they receive in administrative allowances. 


' NEW YORK INDUSTRY URGES DEFEAT OF FEDERAL STANDARDS F A 


In conclusion, please let me point out anew that employers freely acknowledge — the 
their responsibility for employment caused by their own decisions. But Federal 
standards of any type and particularly of the type proposed in the legislation | ° 
before your committee will encourage waste. It will increase the number of | inal 
chronically unemployed because increasing benefits and prolonging duration of here 
payment, it reduces incentives to find new work. It will, therefore, encourage — 


SU 
re 
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rather than reduce long idleness with all the consequent social and economic 
damage to the community. It will not minimize competition between the 
States, because it will merely establish a new floor. And it will force employers 
in States like New York to subsidize competing employers in other States. 

It will, as I have said, invade States rights and it will be destructive of morale 
and initiative at the State level while imposing a heavy potential of cost and 
grief upon all Federal taxpayers. Therefore, I respectfully urge on behalf of 
New York State industry that these bills be defeated. 

The Cratrman. Mr. Shaw, we thank you, sir, for coming to the 
committee and giving us the views of yourself and the Associated 
Industries of New York. We appreciate your fine statement in sup- 
port of those views. 

Thank you, sir, for coming. 

The committee will have to recess for a little while in order that we 
may go to the floor and vote on a bill under consideration. 

Monsignor O’Grady, it may be a few minutes before 3 o'clock 
before we return. We will be here, though, by 3. 

(The committee took a recess. ) 

The Cuarrman. The committee will please be in order. 

We are very pleased to have as our next witness the Right Reverend 
Monsignor John O’Grady, who for a number of years was secretary 
of the National Conference of Catholic Charities. Over that period 
of time, he has been a friend of the committee and particularly I have 
always thought of him in terms of being a very dear friend of mine. 

Mr. Mason. May we say adviser of the committee, also? 

The Carman. He has certainly been an adviser to the committee. 

Out of his many years of experience he always brings to us a great 
deal of assistance in the way of suggestions that are good. We are 
pleased to have him with us today. And I know good and well that 
Father O’Grady cannot say what he wants to say in 10 minutes. And 
just disregard that 10 minutes, Father O’Grady. And you are recog- 

nized. 

We want you to have a full discussion with us of your thinking on 
what we should do about this particular problem. 


STATEMENT OF RIGHT REV. MSGR. JOHN 0’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. Well, in many ways, I am very much discour- 
aged from what I hear in the testimony. It looks as if we were in a 
sort of a dilemma. We are told that the States in one breath—we 
are told the States have done everything that could be expected of 
them now. And if the Federal Government can’t do anything about 
it, I don’t know who can do anything about it all. 

Because, I have been around a good deal in States. I have spent 
days and days in the lines of the employment offices. And, you know, 
I thought I knew something about the basic concepts underlying this 
system. 

And I have been learning some new things today. I was told by a 
gentleman from New York State about what the original purpose of 
the system was. Having worked with the President’s Committee on 
Social Security, I thought that I knew something about what the orig- 
inal purpose of the system was. Because I was in many debates, both 
here and overseas, as to what this method that we devised of keeping 
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the industrial army in proper condition, I thought I knew something 
about it. 

Having worked ou workmen’s compensation way back in 1913 and 
1914 and 1915, I thought we had thrown out many of the original con- 
cepts of common law, of fellow servant assumed risk and contributory 
negligence. And now we have in workmen’s compensation—we had a 
definite system of protection against the hazards of industrial ac- 
tions. And that a definite and fixed premium was judged on industry. 

It isa part of the cost of production. At least that is what 1 learned 
way back as a student in the University of Chicago and as a collab- 
orator with some State legislatures, inchading the Legislature of Ohio, 
with which I had worked in 1919-20. 

And 1 thought 1 knew a little bit about it. But as I hear, for in- 
stance, all these statements, I am wondering am I deceived or is some- 
body else deceived about the original purposes of this system ? 

At least I sat in with all the experts at that time. I know we did 
get another brand of experts developed in a later period. They are all 
around this town and they are around the State legislatures. And 
they are telling the State legislatures how they can save money. 

At least they are telling the employers how they can get this down 
to a minimum, cut it down, more and more disqualifications. 

And maybe they take on a few more weeks of duration and maybe 
a few more weeks and then a few more dollars. And then if you study 
the experience of the State legislatures you will find they have tacked 
on more disqualifications; the disqualifications become tighter all the 
time. 

So it became very, very difficult for this man, for this worker, whom 
T have seen along the lines to get his compensation. And he is held 
out. And he doesn’t have, of course, the advantages that the employer 
has. I know many of them personally. Maybe they are good men. 
They think they have made some money, you see, and they have 
become rich. 

And then I noticed an assumption running through all this discus- 
sion that we are prosperous; we have nothing to worry about. And, 
well, I have been through most of the State of Pennsylvania in the 
past couple of months. I have been through the coal regions. I have 
been in many of these industrial towns like Altoona, Johnstown, all 
around in the coal region. Of course, anthracite is gone. I have 
known anthracite for years and years from the days of John Mitchell. 
And I have seen it go, you see, which I think is a sad picture for that 
whole area. 

I have had some meetings with some of the Congressmen from West 
Virginia over the lunch hour. And I got to talking to them about 
the conditions in their State. And we asked them what they were 
doing, and they have arranged to have some more conferences with us 
to see what they would propose in their State. 

T have got a few ideas about it. I am not sure that I know all about 
it. But I think that the situation in the various States now, in many 
States, in the States with large industrial concentrations, is very bad. 
J think the situation in Ohio is distinctly bad. The situation in Cleve- 
land is bad. The situation in all Pennsylvania is very bad. 

The situation in Massachusetts is bad, and in Rhode Island it is bad, 
and in some areas of Connecticut and New Jersey and in Illinois it is 
bad. 
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And Kentucky I have been through recently, most of the areas in 
Kentucky, because I have been interested in certain problems in 
Kentucky, outside of this question of unemployment. And I think the 
situation there is very bad. 

Well, now, what I am afraid of isa resurgence of what I experienced 
inthe 1930's, T had worked closely with the Hoover group in the early 
thirties. And there was a good deal of interest there. And curiously 
enough a very great interest on the part of businessmen. ‘They were 
yery anxious to work together, to see whether or not they could make 
some plan which would provide work programs, a flexible public works 
program. And JT helped to write the last bill that was passed under 
the Hoover administration before the coming of the Democratic 
administration. 

And J had worked with several of them, several people, several 
businessmen. Because at that time there was a great deal of interest 
on the part of the businessmen in working this program out, joining 
their talents with others in developing a flexible works program. 

And there were some of the conservatives at that time and all through 
the thirties that wanted mass relief. But most of us thought that mass 
relief would be demoralizing. And we did work on the idea of a 
constructive flexible works program. I was amazed and I had learned 
a good deal from the businessmen of that period as to how you could 
go about not just setting up a huge public works program that would 
never get underway because there was so much planning. 

And I am not so sure that we do not have to think about that thing 
over again. In my discussion with the folks in West Virginia, I said: 
“Now, you are going to have to—if you are going to develop new 
industries, you have to have a retraining program. You are not going 
to develop a retraining program in schools.” 

I have lived through that sort of experience. And I think the only 
thing West Virginia could do is to start a works program and build 
their training program around it and not just prepare people for 
just one job. 

I think we have got to have more varieties of opportunities avail- 
able. So you will pick up just as you do in a works program. You 
are not just going to pick up the army of skilled workers. You are 
going to pick up—if you are going to pick up the load of unemploy- 
ment, you have got to have a great variety of work opportunities. 

Now, we lived: through that period. And when the Democratic ad- 
ministration came in, in 1933, of course they wanted to make great 
hig demonstrations. And they had a three billion and a half works 
program. Well my contention at the time was that it would never 
get underway: it would be too late, because there was the beginning, 
just as you have at the present time and just as we had found along 
in 1935, you began to get a certain amount of unrest. 

Now, I don’t want to be an alarmist, but I can see grave dangers as 
people are unemployed for a long time and their unemployment com- 
pensation is exhausted, together with the supplementary benefits pro- 
vided by the temporary legislation and also by their supplementary 
legislation that is provided by the industries and unions in Michigan 
and in some other States—I think the State of Indiana now, accord- 
ing tothe action of the legislature. 
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Ohio has resisted it as much as it could. And I think that that is 
spreading to the attitude that labor—I think the steelworkers have 
been discussing that a good deal—the fact that they have some re- 
<omanee I understand that UAW has been doing the same thing; 
that they have responsibility of joining with industry and doing some- 
thing about this thing themselves. 

So that as I see it, it is no longer just a question that we cannot 
isolate unemployment compensation from these other plans that are 
made, the plans that are made for depressed areas, the plans that are 
made for a flexible employment program. I don’t think we can di- 
verce it. 

As I said—I think some of you folks ought to go out in the fields 
and study these things yourselves and see how the people are living. 
And I think anybody that comes around here to criticize what is being 
proposed, I know that many of the remedies that are being proposed 
are not utopian remedies. 

I think that they are very modest and maybe they are a step in the 
right direction. And of course, if we do not believe—if we say the 
States can do everything, they have the money, they don’t do anything 
abort it, and I understand the Republican administration has been 
challenging them since 1954 to do something about it. 

And I think I have here somewhere a record of what they have 
done up to date. It is precious little. And sothat—and it is a strange 
thing I understand that the same people that are coming here to oppose 
any of the changes that are being proposed here are the same people 
that are appearing as lobbyists before the State legislatures. 

I have met them during this past winter in certain States. They 
were lobbying in the legislature about having the States do something. 
And they come here and they engage in the same type of project 
around here. 

Well, now, in regard to this question of the unemployment compen- 
sation: Now, I want to pay my tribute here to my friends of the so- 
called Wisconsin school. 

Of course I remember very well the late John Common. He had 
an interesting theory about unemployment. He said he thought 
that if you had made the employers pay for unemployment and pay 
the workers certain amounts, you see, while they were unemployed, 
that that would stabilize employment. I many times talked to these 
folks in the Wisconsin school. And I was not in favor originally of 
the theories of the Wisconsin school, and I am not yet in favor of 
the theories of the Wisconsin school. 

And I remember in this committee in 1935, well, I had been talking 
to some of the members of the Wisconsin School, Mr. White, Mr. 
Arthur Altmeyer, who appeared before this committee many times. 
and with whom I was in agreement in some things and disagreement 
with him in other things. And I was always in disagreement with 
him in regard to this question of unemployment compensation. 

I think if you were to get the employers you could stabilize employ- 
ment by making it a little bit more expensive for the employer. 

He would stabilize his employment. Most of us who had been in 
it said that isn’t going to be sufficient. Unemployment is not going 
to be so easily controlled. Then we began to discuss the experience 
that we had had in other countries. And they found it necessary to 
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have a program of insurance; not a program that would stimulate 
each employer to stabilize his own employment. 
And then he would have to carry his own little account around in 
his pocket which he is doing virtually now. 
8; He carries his own account, and then all these new experts help him 
to keep his accounts, and they help him to keep the accounts intact. 
Now when somebody files a claim before one of these—before the 
employment office in a State, and they have it so specialized in most of 
a4 these offices that I find it difficult to find anybody in that office who will 


_ discuss the general principles with me. Said, “No, you have got to 
li- go over and see so-and-so; you are dealing with this feature of it; and 
m you have to see so-and-so if you are dealing with this feature; and 


another feature, you have to deal with so-and-so.” 


1g: In other words, I have a group of specialists, and I have nobody 
ol that explains this thing so that the workingmen in the line can under- 


stand it. And I have tested that out only recently. Only in the past 
weeks. I went to a State employment office. I went down on the line 

‘he and I talked to the workers about their applications; and I talked to 

| them in a simple way which they could understand. 

Ing Well, I didn’t find any one of them that understood it. 


anes Then that was literally true. And I spent 2 days in that employ- 
ment oflice, going up and down on the line. 

sid Then I talked to this specialist up along the line. They had a lot 

1ge of questions of me. I think they would liked to have had me thrown 

mn out. Because they thought I was sort of a nuisance around there any- 

ple Tf how. And I guess my reputation had gone ahead as somebody that 

og. wandered around and talked to the workers and tried to learn from 

them. 

ng. Well, then, as I got up the line, I find that I had to talk to this spe- 

ject cialist about this feature of it. And there wasn’t anybody in that 
oflice who could explain the general principles in a simple way that I 

dl could understand, you see. ‘There wasn’t anybody. 

80 And that is a fair description of many of the offices at the present 
time. 

rad That we have so broken down this system; we have so specialized 

ght | it, and we have introduced so many disqualifications, that it is difficult. 


And it is awfully difficult for the ordinary man to understand these 
ed, disqualifications. 
Sometimes—this is a factor in Ohio—let’s says he loses his job. And 
f then of course behind the scene there is always the question whether 
es that is due to the employer; whether the employer is at fault. 
In other words, the concept of negligence comes in immediately. 
And then he goes south; may be he returns to his own home State of 
Mr. Tennessee; and then of course in the meantime the State notifies the 
employer, and of course the employer then raises a question, and even 
: if he gets some compensation, if it doesn’t do it immediately, but they 
rith find then after he has been getting compensation for 5 or 6 weeks 
they find he hasn’t been available for suitable work all this time. 


loy- And they charge it back to him, you see. And they sue him, you see, 
. for overpayments. You see, the State sues him. Now these are some 
hee _of the persons you find along the line. 


Now, if there is nothing that can be done about that, I don’t think 
nce |that the States—I think New York State told us—and of course what 
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was done in New York State, I don’t think was due to the industries; 
it was due to the fact that I think labor in New York State has more 
influence than in any other State. And if the truth were known, it 
wasn't due to the New York State industries. 

As I understand it, they opposed all this business. They opposed, as 
they do in other States. Only in New York State 1 think the labor 
unions are a little bit better organized. And they keep at it. And 
they really have made some advances. 

Well, now, these are some of the questions. The disqualifications 
have become more and more rigid. And as the system of merit rating, 
1 have, of course—I understand from the discussions that I have 
heard here previously that it is almost criminal to assume that merit 
rating isn’t a panacea. 

Well, now, you notice what will happen; how it has worked with 
the employer, and how it has offered the bait to him to challenge, you 
see. 

Because he has to pay less. Challenges every claim. And the claim 
is held up even. Sometimes they are held up for months and monthis 
and months. And remember the position that this workingman is in, 
and what his needs are. So, I think that is a real question as to—l 
know that this bill doesn’t try to create a panacea but at least it sets 
up some minimum standards. 

Now, half a man’s wages—we used to think in the beginning in 
terms of half the worker’s wages, the people who were members of the 
industrial army, that they needed half their wages. 

Now of course, due to certain pressures, we have found it necessary 
to tack on the two-thirds, you see, of the average benefits in the State 
because we did not want to see this thing confined entirely to the 
unskilled workers. 

Because we found that certainly paid people were involved. And 
we thought it would be more equitable to pay two-thirds; to get a ceil- 
ing, get a maximum of two-thirds of the average wages of the State. 
It would create a more equitable system. 

Now, as I IN it, this plan that is being set up in the bill 
before the committee would simply not make radical changes. They 
do not touch on disqualifications in any degree. And I think that it is 
very difficult to discuss this system without discussing what the dis- 
qualifications have done to the system. 

It is very difficult. And I should be inclined to go much further 
than this committee, than the people who prepared this bill and have 
studied it. 

Congressman Machrowicz, I think, has given a great deal of thought 
to this work and he has given a great deal of time to it. 

And I think that Congressman—my friend Congressman Karsten, 
of Missouri—has also given a great deal of thought to it, as I know 
that some of the other members of this committee have. And this is 
not an easy thing to understand. 

I find that one has to work at it all the time. The thing has become 
so complex—that is one of my complaints about the Wisconsin group. 
They added on so many complexities, so many disqualifications, that 


it is very difficult for the ordinary workingman today to understand. © 


But it seems to me that the steps that are being proposed are not 
revolutionary steps. 
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I will simply say we have always thought about a minimum of half 
the workers’ wages. And then in order to cater somewhat to the highly 
paid workers, we said two-thirds of his benefits in the States, two- 
thirds of the State average. And that gets us up to the 75 percent. 

Well, now, this bill suggests that that be made a standard. I don’t 
see anything revolutionary about it, except you want to stand still 
and do nothing. That is the alternative—do nothing. You are 
stymied. The States can do anything. You shouldn’t ask them. And 
the Federal Government can do anything. 

Now the Federal Government got us into this system. And I 
remember very well when they wrote in this tax rebate. I remember 
the Alabama decision of the Supreme Court and all these early deci- 
sions and all the early discussions. And the States would never have 
gotten this thing started. This was basically the Federal Government, 
the initiative of the Congress of the United States, the initiative of 
this committee. 

And yet they say, we are told now, that this committee can’t touch 
itany more. It has got to leave it to the States, they said, 

Then of course the same people as I pointed up before who say you 
ean’t do anything, they appear before the State legislatures—I have 
seen them—and they say the State legislatures can do anything. And 
therefore we are stymied. 

And here we have this mass unemployment. And then I hear some 
assumptions again behind the scenes—and it is a reminder to me of 
the 1930’s—that they want us to get into mass relief. 


| They say we can’t pay any more now. Don’t expect us employers 


to pay any more. We are paying enough now. We are carrying 
this system. Now, then, I say to them, “Well, what are you going to 
do about this mass unemployment, about the people who have ex- 


| hausted their benefits?” Well, now, there has got to be some other 


method of doing that. Well, now, what is the other method? Well, 


| maybe assistance, you know. 


I remember very well in the 1930’s when the Chief of this Govern- 
ment said at that time we shall and must get out of this business of 

| relief. And then I see some others come along and they paint relief 
| in glowing terms. And it reminded me a good deal of an experience 
| I had in the good State of Vermont. I was setting up a welfare 


| organization for my church there, and I got into those towns and I 


told them what I was interested in, and asked them how they gave out 
_ the assistance. “You know, I tell you,” he said, “this is what we do: 
_ First we pauperize them, and then we give them some relief.” 

Now I don't think we are too far from that stage yet, you see. Now 
is that what we want todo? Do we want to put people on relief and 
pauperize them ? 

ow that is how I have seen it all over the country. I have seen 
how the work program of the 1930’s worked, and I saw how these 
other programs like the training camps and all that. sort of thing—I 
think they were very useful implements. And I think that they are 
hore economical, because as things get going, as some of the leaders 


_of the Government used to say to me, one of the reasons why we are in 
_ favor of these simple approaches is because they don’t become a part 
_ of the system. 
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If we get a relief program, it will remain with us forever. And we 
will go deeper and deeper and deeper. And that is what the New 
Deaiers found in the 1930’s when they returned again to the experience 
of Mr. Hoover, 1930, 1931, 1932, and 1933. And they learned a good 
deal from the experience of that previous generation. 

Now these are some of the points. Now this question as I under- 
stand it, this question of the situations in which some of the States 
have found themselves, such as Rhode Island has been on the edge of, 
and Pennsylvania has been on the edge of a breakdown in their system 
because of this long continued unemployment. And, of course, it is 
quite natural that some of the States should be threatened because of 
the load they have been carrying. And sometimes there ought to be 
some reimbursement. Now you have had, of course, before the possi- 
bility of a loan to the States if its solvency was threatened. You have 
a loan that was made available to them. And the States, you see, 
were supposed to pay that back again. 

Now this bill suggests that because as the States are beginning to 
pull out it might be difficult to compel them to pay at that particular 
time, because their own load was still quite heavy, and that it would 
possibly be better to have a revolving fund which would be used, 
which would be a part of the system. It would not be a grant. I hate 
to see this system turned into a dole, or have dole features tacked 
onto it. 1 would like to see it still continue as a benefit that is based on 
right. And anything that is paid to the States as a means of retain- 
ing their solvency, I think, ought to be paid as a grant. 

But it ought to be just a part of the system. It ought not to be 
paid directly from taxation. I heard that question put today to the 
Governor of Michigan. And I can’t see why it is sound to make it 
something that is paid out of taxes. That is the question that will 
always be; that there will always be a question in the next few months, 
because I don’t see any possibility of this matter clearing up in the 
next few months or in the next month. 

And I am afraid that the gentleman who made the statement I 
think before some committee last week—I think it was the Secretary 
of Labor, if I remember correctly; and he said if the situation hadn’t 
changed greatly by the fall or by August he would eat his hat. I 
noticed in some of the newspapers last Sunday they pointed out that 
they were afraid that the Secretary of Labor would have to eat his 
hat; that there wouldn’t be any great change. Now I don’t claim to 
be a radicial. I claim to be a conservative. I am looking at this thing 
from a conservative angle. I am looking at it as a means of maintain- 
ing the honor and the dignity of the American people. I do not want 
to see extravagance. And I would like to see a constructive approach. 
And I hope that this committee—I know it has good traditions 
through the years, and [ am sure that you will maintain that construc- 
tive approach and that you will not be afraid to face the realities in 
the situation and to study the facts. 

I know it is not simple, because it has become, as I pointed out, more 
and more complex. And I think it has been made too complex. And 
I would like to see a method made to simplify the system so I could 
explain it readily and that the people in the local employment offices 
could explain it readily to the ordinary rank and file. 
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I think it is a good exercise to go pony Sieg lines and to have to 
explain that. Because, as I pointed out before, I do not meet many 
people in the employment offices who can sit down with the ordinary 
rank and file of the people and explain this system to them in a way 
that they can understand it. Now, all these experts may come before 
you here, including all my friends, Rector and all his followers, and 
they can devise a system that I can explain to the ordinary rank and 
file of the people in the offices. That is one of the points that I have 
been making on this question since—well, long before 1935. Because 
I have been working at this sort of thing much longer than that. And, 
as I pointed out, I worked on workmen’s compensation way back years 
and years ago. And I think that we ought to keep this as an insurance 
system and we ought to think more and more about ways and means 
of getting the idea of the workers’ responsibility. 

Was he to blame, or is the employer to blame? That gets us into all 

sorts of legalities, and there is no end to it. That is my story, gentle- 
men, and it is a great pleasure to have had an opportunity of counsel- 
ing with this committee, as I have had in various other areas, OAST, 
aud other proposals that you have had before you throughout the 
years. 
' These are the modest goals that the Eisenhower administration 
has urged upon the States. Looking for a moment to what the workers 
have paid for these minimal improvements in benefit amounts and 
duration: Practically none has been obtained in the legislature by 
the simple process of enactment. Regularly, the workers have paid 
for these improvements by yielding some of the moderation that pre- 
vious disqualification provisions had furnished them. The history 
of benefit improvement in State legislation has been a history of this 
kind of compromising—each time the benefit amount or the duration 
was increased disqualification provision for voluntary leaving or work 
refusal or discharge for misconduct was stiffened. If not this, usually 
the availability for work requirement was made more onerous. 

Even in 1959, in the wake of the recent and continuing recession, 
this picture has not changed materially. Of the 44 State legislatures 
that have met this year, 17 have already adjourned as of April 8; and, 
as of that date in only 10 of the 17 were laws enacted that raised the 
maximum weekly amount; in 9 of these States laws were enacted that 
raised maximum duration of benefits; in 3 of the 10 States that raised 
the maximum weekly amount, the maximum was put in terms of a 
percentage of the average weekly wage. In Colorado it was raised 
in terms of 50 percent of the average weekly wage in selected indus- 
tries; in Kansas in terms of 50 percent of the statewide average weekly 
wage; in Vermont the maximum became 50 percent of the statewide 
average weekly wage; in the other 7 States, a flat dollar amount was 
set. for the maximum weekly increase. 

Viewed against the history of the program, with its origin in a 
period of severe and prolonged national joblessness, and the current 
situation which repeats again the national growth of a core of workers 
without jobs, what would the bill under consideration, H.R. 3547, 
accomplish? As T see it, these are the significant improvements it 
would make: It would assure all eligible insured unemployed workers 
of the protection of 89 weeks of benefits if in any 1 year they are 
unemployed that long, thus avoiding the temporary and emergency 

39678—59——71 
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legislation that we have so recently had. It would assure those workers 
that their benefits would at least provide them with half of their 
average weekly wages up to a statewide maximum calculated at two- 
thirds of the statewide average weekly wage. Thus the worker who 
had been earning $100 a week, when unemployed would be assured of a 
$50 benefit so long as that was no greater than two-thirds of the state- 
wide average weekly wage. Incidentally, if that $50 was more than 
two-thirds of the statewide average weekly wage, he would get no 
more than two-thirds figure. 

This bill would provide Federal assistance to States whose benefit 
payments, because of their own economic calamities, have put their 
funds in jeopardy. Thus, such States would be able to qualify for 
reinsurance grants upon appropriate certification by the Secretary 
of Labor that they had met the necessary conditions underlying the 
present law. These amounts of money, given to replenish and bolster 
the State unemployment insurance fund, would not have to be repaid. 
This would avoid the problems that now confront certain States that 
have been beset by unemployment over a period of years and are 
finding that they must at one and the same time raise their taxes to 
continue to pay benefits and raise them again to repay loans from 
the Federal Government. 

(The prepared statement follows :) 


Monsignor O’Grapy. Anyone who has had direct personal contact with the 
employment situation throughout the country during the past 2 years cannot fail 
to be impressed by its seriousness. 

TI am well aware that we have had many changes for better or worse in the 
various States, but on the whole we have had a continuing serious situation in 
most of the large centers throughout the country, and one of the saddest things 
about the situation is the fact that a large part of the leadership of the country 
does not seem to have recognized its seriousness. 

I happen to have lived through the depression of the 1930’s. I was in close 
touch with the situation throughout the country. I know that the leadership of 
the country on the whole was rather seriously concerned. Some of our ablest 
leaders, including the business leaders, gave a great deal of attention, during 
the early 1930's, to ways and means of developing a flexible public works pro- 
gram that would provide employment not only for hourly rate workers but, also, 
for professional people. 

There was a great deal of interest in the creation of employment opportunities 
that would readily lift the load of unemployment. 

In fact, that was the one measure that was constantly being applied to every 
sort of work program. There was the general feeling that we could not depend 
to any large degree on huge work programs that would take a long time to get 
underway. 

With a change in Government in 1933 the Democratic leadership, in its anxiety 
to do something dramatic to relieve the load of unemployment, endeavored to 
set up a huge public works program but in less than a year it became evident 
that this sort of program could not pick up the load of unemployment in a rea- 
sonable period of time. Within a year it had created only 100,000 job 
opportunities. 

The Democratic leaders were, therefore, compelled to return to the experience 
of 1930, 1931, and 1932. They set about creating a mass employment program 
that was designed to lift the load of unemployment and to create a variety of 
job Ass ef eaaai that were necessary to meet the needs of the unemployed as 
a whole. 

One of the things that impressed me about the unemployment situation in the 
early 1930's as IT moved around the country, was the unrest that appeared in so 
many cities. Fortunately, the people who were charged with the administration 
of the public works program were aware of this; they were very conscious of 
the importance of providing employment opportunities; they knew the psy- 
chology of the unemployed workers in many of our large industrial centers. 


effo: 
I 


I 
tha 
I 
to | 
vel 
cou 
bef 
fact 
mal 
AY 
cap) 
larg 
7 
Wh 
for 
the 
une} 
I hi 
larg 
lifte 
O 
the 
the 
1936 
It 
thei 
our 
prov 
the 
insu 
of tl 
our 
imp< 
indu 
Di 
thro 
Tl 
gave 
advc 
the 
Wisc 
adoy 
the « 
to ac 
of ur 
TI 
ploy 
ham] 
ual e 
7 and 
If 
Wisc 
inter 
In 
bene 
tions 
Mc 
of be 
repre 
ment 


of 
lest 
ring 
pro- 
ISO, 


ities 


very 
vend 
get 


‘iety 
d to 
lent 
rea- 
job 


ence 
ram 
y of 
d as 


the 
n so 
ition 
is of 


psy- 


UNEMPLOYMENT COMPENSATION 1099 


I believe that this is one factor in the unemployment situation of the thirties 
that has never been fully understood. 

I do not want to be an alarmist but at the same time I believe that we ought 
to be conscious of the mentality that long-lasting mass unemployment can de- 
velop among the masses of the unemployed. I hope that the leaders of our 
country Will become more conscious of and more sensitive to this situation 
before it is too late. 

While other economic indicators are up, employment, particularly in manu- 
facturing, has not been rising so rapidly, and unemployment remains heavy in 
manufacturing. 

Many of our leaders keep pointing to the evidences of improvement in the 
economic situation throughout the country ; they point to high levels of production, 
capital investment and sales, but the fact still stares us in the face that there are 
large levels of unemployment in virtually all our large industrial centers. 

This is emphasized by the figures on unemployment benefit exhaustions. 
While it is contended that we are coming out of the woods, benefit exhaustions 
for the first two months of 1959 were 392,000. This is at a much higher rate than 
the 848,000 exhaustions of January—March 1958. 

These and other figures show us that we are developing a large hard core of 
unemployed workers. We cannot permit this to continue without a serious 
effort to do something about it. 

I have seen what stagnant pools of unemployment meant in the thirties and 
I have seen what work opportunities did to clear these pools. I have seen 
large numbers of what might have been regarded as long-term unemployed, 
lifted up again and returned to useful employment. 

One of the questions about which there was serious concern in the 1930's was 
the demoralizig potentialities of mass relief for the unemployed. This explains 
the great interest generated in regard to constructive work programs in the 
1930's. This should be of equally serious concern at the present time. 

It is the Cniy constructive means of dealing with those who have exhausted 
their benefits under unemployment compensation. While we hope to improve 
our system of unemployment compensation, no matter how much we may im- 
prove it we will need a constructive public works program in order to prevence 
the demoralization that will otherwise result from long-term unemployment. 

The other measure we need to consider is basic improvement in unemployment 
insurance. The depression of the early thirties really sharpened the thinking 
of the people in regard to certain permanent changes that needed to be made in 
our industrial system. During this period the people began to recognize the 
importance of developing definite forms of protection against the hazards of the 
industrial system, especially unemployment and old age. 

During this period also we learned more about what other countries had done 
through unemployment insurance. 

The President’s Committee on Economie Security, which was set up in 1934, 
gave special attention to a program of unemployment compensation. 

The national character of the unemployment of the 1930’s led some people to 
advocate a national system of unemployment compensation. The influence of 
the Wisconsin school helped to produce a Federal-State system instead. The 
Wisconsin influence, deriving from the fact that Wisconsin was the first State to 
adopt an unemployment insurance law, had other effects as well. Throughout 
the country many leaders were ready, on the model of workmen's compensation, 
to accept unemployment compensation as a form of protection against the hazard 
of unemployment, irrespective of employer or employee responsibility. 

The Wisconsin school was effective, however, in injecting a concept of em- 
ployer responsibility through provision for merit rating, a concept that has really 
hampered unemployment insurance in attaining its original objectives. Individ- 
ual employer's tax rates were, in general, to go up if workers became unemployed 
and drew benefits. 

If they did not become unemployed and draw benefits, taxes would be low. The 
Wisconsin leaders thus intended, by tax incentives, to give employers an economic 
interest in stabilizing employment. 

In so doing, however, they gave employers a more immediate interest in denying 
benefits to the workers. That interest has promoted a series of disqualifica- 
tions that have made it more and more difticult for the workers to secure benefits. 

More immediately it has induced employers to work against the improvement 
of benefits, in both duration and amount. The efforts of employers and their 
representatives are being directed toward the preventing of legislative improve- 
ments and also toward restrictions in regard to the administration of benefits. 
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The efforts of employers in the field of administration have been directed 
toward litigation in regard to claims for benefits made by the workers. In many 
instances this means considerable delay in the payment of meritorious claims 
to workers who are involuntarily unemployed. 

In other cases, those employers may protest claims already paid to workers 


who, because they cannot afford the time to appear to defend themselves, default 
at appeals hearings and become chargeable with overpayments to the State. 
Merit rating has produced sharp interstate variations in the average employer- 
State unemployment tax rate. For example, based on taxable wages for the year 
ending June 30, 1958, average employer taxes for State unemployment insurance 


varied in 1958 among the States from a low of 0.4 percent to a high of 2.7 per- 
cent. This interstate tax variation, with the interstate competition it creates 


among industries on labor costs, creates pressure from employers to try to 
bring down their States unemployment taxes and along with them their State 
unemployment benefits, as close as possible to the lowest common denominator. 


It has been said that there is no need for Federal intervention to obtain 
improvements in unemployment benefit standards because the States them- 


selves have systematically improved their laws as to unemployment benefit 
amounts and benefit duration. 

There can be no question that the laws today provide for higher benefit 
amounts and longer duration than they did in 1937 and 1939, at the outset 
of the program. 

The real question is twofold: Have these improvements attained a semblance 
of adequacy? Has the cost that the workers have had to pay been a reasonable 
one for the improvements they obtained? As to the first, it is sufficient to say 
that despite all the improvements the States themselves have made, they have 
not yet provided for maximums that represent two-thirds of the statewide average 
weekly wage nor for payments to the great majority of unemployed workers of 
benefits that equal half of their average weekly wage. 

The CHatrrman. We appreciate your very fine statement. As I 
remember, you were on the original commission or committee that 
was appointed to consider the problems that existed at the time and 
to recommend to the Congress the establishment of some programs 
out of which grew most of what is in the Social Security Act? Is 
that not true ? 

Monsignor O’Grapy. Yes, sir. I was associated and worked with 
the committee in 1934, and of course I had been all through that 
period. I had worked on a study of the old WPA for the House 
Appropriations Committee. I had béen in 14 States. I had been 
pretty much all over the country. And I got a picture of the situa- 
tion at that time. And that has been a part of my background, you 
see. I have been a student, and I had a chance of participating in 
these discussions through the years. 

The Cuarrman. Was it the thinking of the group at that time that 
as a minimum there should be a replacement through unemployment 
compensation on at least half of the weekly wage lost by the worker?! 

Monsignor O’Grapy. By the workers, yes; half of his wages, yes. 
That was considered desirable. That was thought throughout. We 
thought about this members, you see; there was always, of course, a 
debate about who was a member of the industrial army. And we had 
to keep them in proper condition, and you had to give him sufficient 
to take care of him during that period of unemployment. 

We have not thought about it for a very long period, because, han 
see, the concept of work was in the air at that time too. We hadn’t 
thought about this unemployment compensation taking care of long- 
lasting unemployment. e had thought that it would be necessary. 
We didn’t think about putting them on a dole, because there was some 
violent opposition to a dole. And I thought that there ought to be 
a work program to take care of—well, take all the people, now, four 
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hundred and some thousand that have exhausted their benefits in the 
first part of this year. They have no more benefits. We thought 
that they ought to have opportunities for employment. 

The Cuarrman, During the period that these payments were to be 
made, was it the intention of your group and would you say that you 
understood it to be the intention of Congress in initiating the pro- 
gram that the benefits themselves be geared to reflect compensation 
for the loss of one-half of that wage? 

Monsignor O’Grapy. Of his wages. The replacement of half of 
his wages. Of course, we didn’t have a lot of this fine thinking. We 
did have the stabilizing thought in there that has been presented 
recently by many of the economists, including Arthur Byrnes and some 
other members of Harvard faculty whose names were mentioned here 
today. But they had that thought definitely. And the other one that 
I mentioned was that this was an insurance. 

We had thought, you see—they pointed out the experience of work- 
men’s compensation was very live in our memories at that time. Many 
of us who had lived for a long period had thought about the experience 
there. And we didn’t want to bring in this concept of negligence, 
because we said that is going to involve us again in all sorts of legal 
entanglements. And we want a simple system. We don’t want to 
become involved in all these legalisms, because we will never get 
through with them. The worker is not going to have the talent; he 
is not going to be able to hire this talent to defend himself if he is 
going to go into a court, you see, all the time; if he is going to be in 
law courts all the time, he is not going to be able to defend himself, 
you see. We looked at it in a very simple sort of fashion. 

The Mr. Mason. 

Mr. Mason. In connection with his benefits being half his wages, 
at that time every penny he earned he took home with him. There 
was no Federal tax of 20 percent upon his wages then, because we 
had a thousand dollars for the single man and $2,500. And that was 
more than most of the fellows in the lower brackets earned. So, he 
took home all of his wages. 

Today with the scale of wages and the tax that we levy, he only 
takes home, say 80 percent of his wages. Because he has to pay a 20- 
percent tax; unless he has four or five children. So, if we give them 
today 50 percent of their take-home wages, then wouldn't that be 
about the same as the objective of it in the first place? 

Monsignor O’Grapy. You mean a minimum 4 

Mr. Mason. Yes, the minimum then was half his wages. The mini- 
mum now if it is half of his take-home wages would be on a par, 
wouldn’t it? 

Monsignor O’Grapy. Well, I think it would be a little bit less. We 
have had quite a debate, you know, on OASIT, as you know, as to 
whether or not in the last increases you made there is a question 
whether or not they are any better, for instance, than what you had 
first in 1939; when I set it up in 1939 there is a real question whether 
or not there has been any increase. We have had that long debate 
about OASI. To me it is a real question to see what the value of the 
dollar is. You not only have the taxes, Congressman, but you have 
the depreciation, the depreciation of the value of the dollar. Another 
way to put it is that you have higher prices—whichever side you want 
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to go on. I suppose it is in part one and in part the other, part the 
depreciation of the value of the dollar, and partly the higher prices. 
I still think that the half—you see, many of the States don’t have that, 
not many, practically. Not many have that. And then if you are 
going to get the higher wage groups, give them a benefit that will 
amount to anything, that is the reason we think of this two-thirds, 
you know, for average, as a maximum. 

I don’t want to take your time unnecessarily. I think your time 
is of a great deal of value. I wish you well, and I hope you will have 
the courage to face the problems in here and give us a beginning at 
least in this. Maybe another year will tell; we can take a broader 
look at the disqualifications and the difficulties of administration. 
Because I feel that we haven’t. And I have raised this question with 
the administration about whether they are up to date, about whether 
their knowledge is up to date about administration, whether they 
know what is happening in the States. And I am afraid—and this 
is no reflection on them—because States aren’t too anxious—I know 
with my meanderings that they are not too much interested in my 
meanderings around these State offices. They would just as soon I 
keep out, you see. But just the ordinary reality of what is happen- 
ing to the worker in the line is very difficult to make, now, because 
the States don’t want people outside getting into their affairs. They 
say that is getting into their affairs. Maybe itis. I don’t see it that 
way, because I, as a citizen, think I have a right to prowl around 
and get into the lines. 

Of course, they don’t leave me in the line very long before they 
catch up with me. They want to know what I am doing, and why I 
don’t go up to the front office first and talk to them. Well, they tell 
me what they want me to know, but I want to find out for myself. 

The Crratrman. We thank you very much for coming to the com- 
mittee and discussing these matters with us. 

That completes the calendar for these hearings. Without objection, 
the record of the hearings will remain.open until the close of busi- 
ness Monday, April 20, for the inclusion of any additional statements 
or oy or material which has been requested to be supplied for the 
record. 

Mr. Aucrer. Mr. Chairman, I request that a bulletin issued by the 
First National Bank in Dallas be included in the record for the infor- 
mation of the members. 


[Economic Letter, 1st National Bank in Dallas, vol. 8, Apr. 15, 1959, No. 4] 
THE UNEMPLOYMENT SITUATION 


Last week (April 7) the Government released its official figures on unemploy- 
ment for March. The release came earlier than usual at the request of AFL- 
CIO top officials so that the data would be available for use at labor’s mass 
meeting in Washington (held April 8) in protest of the unemployment situation. 

For several months now, labor leaders have charged that unemployment is 
critical, especially in view of the fact that the economy has been operating at 
such a high level. 

According to the Government, there were 4,360,000 unemployed in March. 
This is about 6 percent of the civilian labor force. At the depths of the recent 
recession unemployment was 5,198,000 (March 1958), or about 7 percent (sea- 
sonally adjusted) of the civilian labor force. And before the recession set in, 
the unemployment figure was 2,508,000 (October 1957), only about 4.7 percent 
of civilian labor force. 
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Unemployment data can be misleading and deceptive, certainly when pre- 
sented in absolute quantitative totals. Only by careful analysis of those out 
of work can we determine the severity of unemployment. In the first place, we 
must understand clearly the official definition of “unemployment.” Roughly, 
any person ready, willing, and able to work, and seeking work but unable to 
find it, is counted as unemployed. By definition, then, anyone in the civilian 
labor force who does not have a job is unemployed. If you subtract employ-— 
ment from the total civilian labor force, you get the number of “unemployed.” 

But that figure does not tell you (1) how long the unemployed have been 
idle; (2) what their skills are; (3) how much their earnings were when em- 
ployed; (4) whether they are fully dependent upon work; (5) whether they 
are in the labor market temporarily; (6) how many of them are in families 
which have one or more other members at work. Answers to these and other 
questions are very important in determining severity of unemployment. 

We know that there is a hard core of unemployment always with us, even in 
boom times—people who are moving from one job to another or who are casually 
employed (going in and out of the labor market). Their unemployment is not 
very serious because the same individuals do not stay out of work long; that is, 
those who make up this figure are constantly changing. (Note—They are not 
“unemployables,” because unemployables by definition are not counted in the 
labor force.) 

Also, we have each year some 900,000 new people entering the labor market 
because they have reached working age. All do not find jobs immediately upon 
entering the labor market. Those who do not are counted as unemployed. 

Another interesting aspect of unemployment is that the figure tends to become 
progressively larger when recession sets in, thus making it seem worse than it 
is. For example, a recession might cause the number counted as unemployed to 
reach, say, 7 million, from a prerecession level of about 3,500,000. This does 
not mean that we must now find jobs for 3,500,000 workers in order to get the 
economy back to its former employment level. What commonly happens is that 
the loss of one job may cause an increase of more than one in unemployment. 
For example, Mr. Doe is the only one in his family in the labor force. He has 
a good job from whose earnings he supports his family consisting of his wife, 
age 483, who keeps house; a son, age 17, who is in high school; and a daughter, 
19, in a nearby junior college. Doe’s earnings are not lush, but the family is 
thrifty and they manage to make out, but barely do and can save nothing. Doe 
loses his job. The only income now is from social security. Doe gets counted 
as unemployed because he registers for work. But Mrs. Doe might also enter 
the labor market and one or both of the children might quit school and try to 
find employment. Here, then, is an extreme case of one person (Mr. Doe) be- 
coming unemployed, but his loss of job causing possibly a total of four to get 
counted as “unemployed.” 

By the same token when economic activity picks up one good job might reduce 
unemployment by two or more. In Doe’s case, let’s say, his old job back might 
at least send the son and daughter back to school or put Mrs. Doe back in the 
kitchen at home. 

So, without further elaboration, we can say that unemployment figures are 
tricky and must be analyzed with care before they are meaningful. 

Labor union officials currently reason that, although the economy had recovered 
fully from the recent recession by the end of 1958, and has continued to climb 
since, employment has not recovered as it should. In other words, recovery did 
not generate enough jobs. And if the above figures are correct, this is certainly 
true. But why? 

One apparently abiding characteristic of a free enterprise economy is that the 
economy abhors disequilibrium or an unbalanced condition of any kind—and 
when not restricted, the economy will generate forces which tend to correct the 
disequilibrium. 

For example, a traditional, fundamental function of the enterpriser in man- 
aging or coordinating his business is to husband or allocate his resources in a 
manner that will produce the greatest output for the least input. And the com- 
mon standard of guidance is the cost of each agent of production in relation to 
the value of what the agent will contribute to production. Thus, when labor 
costs become relatively high in comparison with machine costs, the enterpriser 
will use more of the cheaper agent, and less of the more expensive one. In so 
doing he is behaving in a manner similar to that of the housewife who buys less 
beef and more poultry when the price of beef is out of line with the price of 
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poultry. The analogy is not perfect because the enterpriser usually cannot act 
as quickly as the housewife. 

A good case in point is what has happened in the automobile industry, accord- 
ing to reliable reports. Just since 1955 there has been a decline of about 276,500, 
or 30 percent, in the number of workers in the industry. Michigan has caught 
the major impact of this decline. The chief cause has been automation (the 

. purchase and installation of automatic machinery) which the industry finds 
cheaper in relation to output than labor. 

It is possible that the industry was reaching the point of pricing itself out 
of the market, and, from increasing competition with foreign cars pro- 
duced under much lower cost conditions, had to turn to automation. Other in- 
dustries—steel, electrical rubber, chemical—where unions are strong, have 
likewise introduced considerable automation, displacing labor. 

Now it is likely that automation was bound to come in time, but very prob- 
ably not so quickly had the cost differential been less marked. 

An unfortunate consequence is that another unbalanced condition may derive 
from the correction of the cost differential; but it will be in the market place, 
not on the production line: Unemployment reduces income or buying power, thus 
lowering market demand. Products are sold to people. Unemployed people 
cannot buy unless they can draw upon savings or be supported by relatives, 
friends, or the Government. For a while, they might obtain credit, but it is 
not likely. 

In time, displaced workers might find employment elsewhere, but too often 
the new jobs involve lesser skills at lower pay; or to say the least, they are 
often not in the same job category or in the same industry as those in which the 
workers were formerly employed. Also finding employment may mean moving 
to another geographical location with all the friction that such a move ordi- 
narily entails. 

The old classical answer was that “in the long run” more employment than 
unemployment is created by technological advance, but an equally old reply is 
that “People do not live in the long run; they live in the short run.” And that 
is true. It is no consolation to workers displaced by automation in a given in- 
dustry to know that the making of the automated machinery creates new jobs 
if the displaced workers themselves are not able to take those jobs, or that 
“eventually” there will be more jobs, when the displaced have to live from day 
to day and cannot wait. 

Efforts by unions to reduce unemployment by forcing a shorter workweek or 
by some kind of “work spreading” are generally slow to get results. Bar- 
gaining successfully for higher wages for those workers who remain employed 
is not the answer either, because it does not relieve unemployment in the short 
run. 

Again the old classical economists would have a theoretical answer running 
something like this: Automation will reduce costs, thus bring lower prices of 
goods on the market and in turn result in buyers having more left to spend on 
other things whose increased sales will require more production and, hence, open 
up more jobs. If this process worked it would be “in the long run”—not im- 
mediate. And there is some doubt about whether it would work at all or not, 
what with inflation and strong union demand that industry share with workers 
the benefits of more efficient output. Furthermore, the theory assumes condi- 
tions of free competition which do not exist. 

So anyway you look at technological unemployment there is no simple solution 
to the problems it creates. Since the big two—labor and management—seem- 
ingly cannot work hand and hand to find a solution themselves which will be in 
the public interest, obviously Government will be drawn into the situation, either 
(a) to spend sufficiently to create jobs or (b) to dole out more benefits to the 
unemployed. What is ironical about this is that industry in the final analysis 
will pay most of the bill anyway. But in the process just a little more freedom 
is lost to public authority. 

BUYING GOLD 


For some time now there has been a growing fear that more inflation is 
inevitable in the United States. Loss of more than $2 billion in our gold supply 
in recent months is being interpreted as proof that foreign financiers have lost 
confidence in the future of the dollar; that they ey »ect Uncle Sam to devaluate 
by raising the price of gold to $50, or possibly $70 per ounce (now $35); and, 
therefore, they are drawing gold out now so as to be ready when the price is 
raised. 
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This all sounds fantastic but, fantastic or not, it is being talked about, and 
some people believe it firmly enough to act accordingly. Gold is being bought 
abroad by American citizens who are convinced that by so doing they have a 
certain hedge against inflation. 

Although we have no idea of the total volume of gold speculation, we have 
reason to believe that it is becoming quite large. 

Advertisements are appearing in the Wall Street Journal and other financial 
media offering to assist speculators in buying Canadian gold bars on as low as 
3 percent margin. We have investigated and found that, for example, $1 million 
worth of gold can be bought for $80,000 in cash and a promissory note (secured 
by the gold) for the $970,000 balance. Interest on the note is 5% percent, and 
you pay one-fourth of 1 percent to cover storage or safekeeping charges. Annual 
cost, therefore, on the above speculation would be $58,200, assuming no change 
in interest rate or in storage fee. If you are in the 50 percent income tax 
bracket, the net cost would be $29,100 a year. (Note.—No recommendation in- 
tended. This is only a report of facts.) 

Suppose that the price of gold was raised to $70 per ounce 5 years from now. 
If you bought at $385, you would make $1 million less $145,500 carrying costs, 
or $854,500, which supposedly would be subject to 25 percent capital gains tax, 
and possibly a Canadian tax. 

It looks good on the surface, but here are only some of many risks: (1) The 
price of gold might not be raised at all; (2) if it is, the raise might not come 
for many years; (3) when it does, it might be only a small raise, say to $40; 
(4) you might have to pay taxes on your gain that do not now exist (a windfall 
tax, for example), or the capital gains advantage you are now expecting may 
be removed later; (5) or your own income circumstances might change and put 
you in a lower than 50 percent bracket. 

In other words, it is no foregone cinch, but some folks are doing it, nevertheless. 


ARTHUR A, SMITH. 


(The following resolution of the General Assembly of North Caro- 
lina was transmitted to the committee for inclusion in the record by 
letters from the Honorable A. Paul Kitchin, Member of Congress; 
the Honorable Thad Eure, secretary of state of North Carolina; an 
the Honorable Henry E. Kendall, chairman, Employment Security 
Commission of North Carolina :) 


{S.R. No. 200] 


JOINT RESOLUTION of the General Assembly of North Carolina concerning certain 
legislation now pending in the Congress of the United States relating to the establish- 
ment of certain minimum Federal benefit standards 


Whereas there is now pending in the Congress of the United States, unem- 
ployment insurance legislation which legislation is for the purpose of establish- 
ing certain minimum Federal benefit standards and would in so doing remove 
from the States many of the powers now vested therein, which legislation is 
coercive upon the legislatures of the various States in that if they fail to comply 
with the proposed standards, drastic penalties would be imposed upon the 
taxpayers in such States; and 

Whereas the Legislature of the State of North Carolina in past sessions has 
exercised its responsibility in this field, having adopted in 1951, uniform duration 
of benefits for 26 weeks and has further improved the program at each session 
and is now, in the current session, giving favorable consideration to a provision 
for extension of benefits by eight additional weeks under certain conditions and 
other improvements ; and 

Whereas the people of North Carolina are firmly dedicated to the proposition 
that matters relating to the amount and duration of unemployment insurance 
payments should be left to the discretion of the various State governments 
due to the widely varying economic and other conditions that exist among the 
States: Now, therefore, be it 

Resolved by the senate, the house of representatives concurring: 

Secrion 1. That the General Assembly of North Carolina hereby opposes legis- 
lation which would establish Federal minimum benefit standards and which 
would compel the States to take similar action, thus depriving the Legislature 
of North Carolina of its rightful authority in such matters. 


t 
, 
t 
t 
e 
e 
is 
n 
e 
£ 
n 
is 
it 
n- 
it 
or 
r- 
rt 
1g 
of 
an 
n- 
it, 
rs 
li- 
on 
m- 
in 
er 
he 
sis 
ly 
yst 
ife 
14, 
is | 


1106 UNEMPLOYMENT COMPENSATION 


Seo. 2. That a copy of this resolution be sent to each Member of the con- 
gressional delegation from North Carolina. 

Seo. 3. That this resolution shall be in full force and effect from and after 
its ratification. 

In the general assembly read three times and ratified, this the ———- day of 
April, 1959. 


(The following material was filed with the committee :) 


STATE OF FLORIDA, OFFICE OF THE GOVERNOR, 
Tallahassee, April 10, 1959. 
Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

Dear Mr. Mitts: I am enclosing copy of statement issued by the Governors 
attending the conference with President Eisenhower on the question of Federal 
law setting minimum standards for unemployment compensation insurance 
benefits. 

As is set forth in the statement, the views expressed are of the individual 
Governors signing and does not purport to be official action of the National 
Governors’ Conference. 

With kind regards, I am 

Sincerely, 
LeRoy Governor. 


MARCH 23, 1959. 


(Following their meeting with the President, the Governors met and unani- 
mously adopted the following statement :) 

The executive committee of the Governors’ conference appreciate the Presi- 
dent’s invitation to meet with him to discuss the subject of unemployment com- 
pensation. In this matter, the executive committee is not authorized to speak 
for members of the conference not present. This expression therefore is a 
consensus of the views of the individual participating Governors. 

We believe that the States should exercise their responsibility in this field 
consistent with their respective needs without imposition of Federal standards, 
governing eligibility, duration, or the amount of benefits. 

We favor adequate Federal advances to meet emergencies where the problems 
of unemployment are beyond the ability of the affected State governments. 

The discretion now vested in the States to set eligibility, weekly benefit 
amounts, and duration of benefits is fundamentally sound and should be pre- 
served. This is demonstrated by marked improvements in State laws in recent 
years. 

Unemployment insurance deals primarily with short-term unemployment and 
its purpose is to tide workers over between jobs. Rapid acceleration of technolo- 
gical improvements and resultant increase in productivity plus the normal 
increase in the size of our labor force require the expansion of private enter- 
prise and long-range State and Federal planning of public works and resources 
development. 

Gov. LeRoy Collins, Florida, Chairman; Gov. William G. Stratton, 
Illinois; Gov. James F. Coleman, Mississippi; Gov. William F. 
Quinn, Hawaii; Gov. Cecil H. Underwood, West Virginia; Gov. 
John E. Davis, North Dakota; Gov. George D. Clyde, Utah; Gov 
Steve McNichols, Colorado. 
(Gov. Robert B. Meyner, New Jersey, was not present.) 


ATLANTA, GA., April 15, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C.: 

I am seriously opposed to the provisions of H.R. 3547, which would force 
State unemployment compensation laws to conform to arbitrary miscellaneous 
Federal standards, and I am equally opposed to the implications of the Federal 
eontrol over State functions which this bill inveices. I am firmly convinced 
that the individual States are fully qualified to deal with the unemployment 
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compensation programs, and that they better than the Federal Government are 
equipped to determine, and to fill the needs in their respective areas. The 
Georgia unemployment compensation program has been well administered, well 
financed and well managed, and I respectfully urge that Congress not attempt 
to federalize this program by establishing Federal standards and restrictions 
to deal with economic conditions that vary so widely among the several States. 


S. ERNEST VANDIVER, Governor, Georgia. 


RALEIGH, N.C., April 10, 1959. 
Hon. WILBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C.: 


In view of the current interest in the hearings now being conducted by your 
committee, IL would like to state North Carolina’s position with reference to 
Federal standards embodied in H.R. 3547. The general assembly of North 
Carolina has today passed a joint resolution which states in part ‘that the Gen- 
eral Assembly of North Carolina hereby opposes legislation which would estab- 
lish Federai minimum benefits standards and which would compel the States 
to take similar action, thus depriving the legislature of North Carolina of its 
rightful authority in such matters.” 

I have consistently opposed this type of unwise legislation and wish to express 
my opposition to H.R. 3547. In my biennial message to the general assembly, I 
said, in part, “I do not think that the employment security program should be 
administered from Washington. I do believe that the States should always 
have a sound and adequate program of unemployment insurance benefits. In 
my opinion, the States should take the lead in this matter and should do what- 
ever is necessary to cope adequately with periods of prolonged unemployment 
such as that experienced during 1958.” 

LuTHER H. 
Governor of North Carolina. 


CotuMBus, OHI0, March 26, 1959. 
Hon. MILs, 
Chairman, House Ways and Means Committee, 
U.S. House of Representatives, Washington, D.C.: 


We are firmly of the opinion that minimum standards governing benefit pro- 
vision of the State unemployment compensation should be adopted by the 
Congress. For almost 5 years now, the President of the United States has 
urged the States to amend their laws so that the majority of workers can 
receive one-half of their normal weekly earnings when unemployed, yet very 
few States have complied. Benefits fail to meet reasonable standards of ade- 
quacy in a majority of States. This, in turn, creates a competitive imbalance 
which has a depressing effect on each individual State which seeks to meet 
reasonable standards. 

We feel that this continues to defeat the intent and purpose of the unemploy- 
ment compensation system and that the only remedy will be through congres- 
sional action. We urge this at the earliest possible moment. 

MICHAEL VY. Di SALLE, 
Governor of Ohio. 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
EXECUTIVE CHAMBER, 
Providence, April 22, 1959. 
Hon. J, Foranp, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN Foranp: The purpose of this letter to you, as a ranking 
member of the House Ways and Means Committee, is to communicate to you 
my endorsement of the objectives embodied in proposals which, through Federal 
standards, would bring about a degree of uniformity and liberality in the un- 
employment compensation programs of the States. 

I am hopeful that, drawing upon your own intimate knowledge of the eco- 
homie picture in Rhode Island, you will also have an opportunity to discuss 
I1y position in this matter with your colleagues on the committee. 
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I share the widely held view that at present the State programs generally 
do not afford workers with sufficient protection against the ills of unem- 
ployment. 

If an unemployed worker’s existence is to remain supportable and dignified 
through unemployment insurance, the benefits of the program must be in suf- 
ficient amount and for a sufficient period of time to hold the hardships of in- 
voluntary idleness to an irreducible practical minimum. 

It must, however, be acknowledged that such a program is bound to be ex- 
pensive. And, it is financial considerations which have impeded the efforts 
of the States to construct ideal programs. 

As you are aware, this has particular application to the situation in our 
State. 

Only recently the Rhode Island law was amended and, although improve 
ments were made, our program still falls far short of the public expectations. 

However, it is clearly apparent that unilateral action in Rhode Island to 
liberalize unemployment compensation further would cause economic disloca- 
tion of such dimensions that the net effect of the action would be to harm our 
State. 

The imposition of further financial burdens upon our employers at this time 
is out of the question. It would obstruct our now promising efforts to inject 
new vigor into our economy. 

We are now engaged in an all-out effort to attract new industries. We are 
encouraging plant modernization and product diversification in our present in- 
dustries. Our goal is more job opportunities, with a more stable, year-round 
employment pattern. 

These efforts have already produced heartening results and our industrial 
structure now has a broader and better balanced foundation than in the past. 
It remains for us now to build upon this foundation. 

We are hopeful of the future. 

But for the present we must continue to be concerned over the state of our 
unemployment insurance program. 

When all sides of the problem are examined, one fact stands out in bold 
relief. If we are to make further improvement in Rhode Island, if we are to 
offer our workers the protection they deserve, Federal financial assistance must 
be forthcoming. 

This appears to be true in a growing number of other States. 

For the reasons cited above, we are hopeful that the committee will initiate 
action which will assure Federal support to the State unemployment insurance 
programs. 

With best wishes, 

Sincerely, 
CHRISTOPHER Dew Sesto, Governor. 


WATERBURY, Conn., April 15, 1959. 
CoMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C.: 

The city of Waterbury, Conn., is suffering from long-run unemployment, and 
has only very moderately shown any signs of recovering from the recession. 
The problem of unemployment is still very much with us. I urge Congress 
to establish Federal standards for unemployment compensation as outlined in 
Karsten-Machrowicz bill. It is one way Congress can help us on the road to 
economic recovery. 

RayMonD E. SNYDER, 
Mayor, City of Waterbury, Conn. 


Apri 15, 1959. 
Hon. MILs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D.C. 

Dear CONGRESSMAN Miris: In supplement to my telegram of April 15, 1959 
indicating that extenuating circumstances prevented my appearance before your 
committee concerning the Karsten-Machrowicz bill (H.R. 3547), which provides 
for Federal standards for unemployment compensation, I am submitting the 
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following statement for inclusion in the printed hearings and respectfully 
request that the enclosed 60 copies be made available to committee members and 
the interested legislative and executive department staffs. The additional copies 
are for the convenience of the chief counsel, Mr. Leo H. Irwin, for distribution to 
the press and interested public. 

STATEMENT 


As chief executive of the city of Torrington, Conn., I am deeply concerned with, 
and in support of, legislation at both levels: (@) At the State level in order to 
raise Connecticut’s benefits to the minimum standards proposed by President 
Eisenhower et al.; and (b) at the Federal level in order to put an effective floor 
under the unemployment compensation program throughout the country. 


WHY WE NEED THIS BILL FOR CONNECTICUT 


1. Measured against the standards of H.R. 3547, Connecticut falls short on 
all three counts: 

(a) Average benefit measured against average weekly earnings in 1958 was 
88.6 percent—the bill provides a minimum of 50 percent. 

(b) Average duration of benefit in 1958 was 22.8 weeks—the bill provides a 
potential duration of 39 weeks. 

(c) Coverage in Connecticut is compulsory for an employer hiring three or 
more employees—the bill provides coverage for one or more. 

2. In all States, experience rating, now imposed by Federal enactment, has 
served as an incentive for the introduction of harsh and capricious eligibility 
and disqualification clauses. This bill would permit all States to develop 
alternative financial arrangements. 

Some of the States attempting to meet the unemployment compensation 
needs themselves have been pushed to the verge of insolvency. They need re- 
insurance grants that would be provided by this measure. In other States, com- 
petition for industry has kept benefits and tax rates down. Federal benefits 
standards would end competition in unemployment taxes among the States. 


WHY WE NEED THE KARSTEN-MACHROWICZ BILL FOR TORRINGTON 


1. The Torrington labor market, in the northwest corner of Connecticut, in- 
cludes the towns of Torrington, Litchfield, Harwinton, Burlington, Morris, New 
Hartford, Goshen, Cornwall, Sharon, Salisbury, North Canaan, Canaan, Norfolk, 
Colebrook, Hartland, Barkhamsted, and Winchester. 

We first felt the effect of the recession in this labor market area in December 
of 1957, when unemployment rose to 8.2 percent of the total labor force. Since 
January of 1958, unemployment has never fallen below 10 percent, with the 
exception of 2 months. The number of unemployed in March 1959 was 11.2 per- 
cent of the labor force, or roughly 3,000 persons (total labor market : 26,700). 


TABLE 1 
1958—January 11. 2 | 1958—September 10.1 
March 13.4 25 
April 14. 2 December_-_ 9.9 
May 14.7 Annual average.___._____ 12.4 
June 15. 1 | 1959—January_-_ 12.9 
July 15.9 February 12.0 
August 11.4 March__-_ 11.2 


2. Those who have exhausted their unemployment compensation benefit rights 
in Torrington during 1958 totaled 1,530 (770 men and 760 women). This ex- 
hausted figure represents 9.4 percent of the total number of workers covered 
under unemployment compensation in our labor market area. 

During the first quarter of 1959, 478 claimants exhausted their benefit rights. 

3. At the same time that unemployment and exhaustions were maintaining 
record highs, total factory jobs were declining from 10,880 in October of 1957 to 
9,800 in March of 1959. The population of the area increased by 1,000 over the 


] same period of time (72,200 to 73,200). 


4. It is apparent from the above that Torrington is suffering from long-run 
pa pa et and has not recovered from the recession to any appreciable 
egree. 
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A multipronged attack is necessary to relieve the problem in Torrington and 
in other areas similarly distressed. The establishment of Federal standards for 
unemployment compensation represents one important step which the Congress 
can take to help us on the road to economic recovery. 

Residents of Torrington were pleased to learn that 15 State Governors have 
joined in supporting this bill, including our own Gov. Abraham A. Ribicoff. May 
I add my own support as mayor of Torrington for this vital measure. 

In conclusion, I would like to emphasize the need and the urgency of a favor- 
able report by the Ways and Means Committee, thereby providing for the hope 
and means of coping with the economic hardship directly related to chronic 
unemployment. 

It is the desire of the mayor's office to be of assistance to you in any possible 
way and if further information would be helpful, please do not hesitate to con- 
tact me. 

Sincerely yours, 
ANTHONY C. GELORMINO, 


Mayor. 


Wuy Do We NEED THE KARSTEN-MACHROWICZ BILL IN BRIDGEPORT? 


1. The Bridgeport labor market includes the towns and cities of Bridgeport, 
Stratford, Milford, Fairfield, Trumbull, Monroe, and Easton. 

We first felt the effect of the recession in this labor market area in November 
of 1957, when unemployment rose to 6.1 percent of the total labor force. Since 
January of 1958, unemployment has never fallen below 9.3 percent. The aver- 
age for all of 1958 was 10.9 percent. The number of unemployed in March 1959 
was 9.6 percent of the labor force, or roughly 13,500 persons (total labor market 
in March 1959: 140,600). 

The Bridgeport area has suffered from curtailments in the machinery, air- 
craft, and electrical equipment industries. A number of plant closings have also 
left deep marks on the area. 

2. Those who exhausted their unemployment compensation benefit rights in 
Bridgeport during 1958 totaled 9,560 (5,640 men and 3,920 women). This ex- 
haustee figure represents 9.8 percent of the total number of workers covered 
under unemployment compensation in our labor market area. 

During the first quarter of 1959, 2,648 claimants exhausted their benefit rights. 

3. At the same time that unemployment and exhaustions were maintaining 
record highs, total factory jobs were declining from 69,360 in October of 1957 to 
61,270 in March of 1959. The population of the area increased by 8,600 over 
the same period of time (307,700 to 316,300). 

4. It is apparent from the above that Bridgeport is suffering from long-run 
unemployment; there is little indication of any marked recovery from the lows 
of the recession period. 

A multipronged attack is necessary to relieve the problem in Bridgeport and 
in other areas similarly distressed. The establishment of Federal standards 
for unemployment compensation represents one important step which the Con- 
gress can take to help us on the road to economic recovery. 

Residents of Bridgeport were pleased to learn that 15 State Governors have 
joined in supporting this bill, including our own Goy. Abraham A, Ribicoff. 
May I add my own support as mayor of the city of Bridgeport for this vital 
measure. 


Respectfully submitted. 
SAMUEL J. TEDESCO, 


Mayor, City of Bridgeport, Conn. 
Dated at Bridgeport this 15th day of April, A.D. 1959. 


¥ Ciry oF Mapison, WIs., April 13, 1959. 
Hon, MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

DeAaR CONGRESSMAN Mitts: The House Ways and Means Committee is cur- 
rently holding hearings on legislation relating to Federal standards for unem- 
ployment compensation. The House version is H.R. 3547, and the Senate ver- 
sion is S. 791. I want to file this statement with your committee in support of 
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this legislation and encourage favorable action by your committee in reporting 
the measure out. 

I am sure that with the economic trends we are experiencing in this country 
that it is necessary for the Federal Government to guard very closely against 
inadequate unemployment compensation payments. Inadequacies arise either 
with respect to the amounts paid for unemployment compensation or for the 
period of time during which a person might receive payments during unem- 
ployment. Legislation of the nature before your committee establishes certain 
standards which would be an assist in maintaining a better economic standard 
for our Nation’s unemployed. Clearly, this in turn is of benefit to the economy 
generally, and the bill merits favorable consideration because of its impact on 
the other elements of our country’s economy as well as recognizing the needs 
of the unemployed. 

I do believe that it is necessary as a general philosophy for the Federal 
Government to examine circumstances of this nature with the thought in mind 
that the general welfare of the country requires favorable action on this legis- 
lation. In so many parts of our country today, unemployment compensation 
is either totally inadequate or the period of time for payments is too limited 
considering the difficult employment market in some areas of our country. 

For the foregoing reasons, I urge favorable action on thsi legislation and sup- 
port of it after the committee has reported the matter out for congressional 
action. 

Respectfully submitted. 


Ivan A, NESTINGEN, Mayor. 


OFFICE OF THE MAYOR, 


Milwaukee, May 12,1959. 
WAYS AND MEANS COMMITTEE, 


House of Representatives, 

New House Office Building, 

Washington, D.C. 

(Attention: Representative Wilbur Mills, chairman. ) 


HONORABLE MEMBERS OF THE COMMITTEE: I desire to express my support for 
the Federal unemployment compensation standards bill which is known as the 
Karsten-Machrowicz bill. 

While the problem of exhausting unemployment compensation in Wisconsin 
has not been as great as in other States, there is still something of a problem 
in this State. In addition, there is the problem of technological unemployment 
which many Milwaukee workers have felt and which more will feel as automation 
becomes more and more prevalent. Representatives of employees have told me 
on several occasions of the problem of the pool of unemployed in their respective 
unions largely due to automation. They have stated that even with a recovery 
from the recession of recent months, their union members are not finding work 
because the output of industry has increased without increasing labor. It will 
be very difficult to find work for many people owing to the fact that they wil. 
need to be retrained and owing to the fact that new types of industries will have 
to be established in order to give such people work. In addition, the prospect 
of shortening the workweek and increasing wages is not very great so that people 
will not be absorbed by this type of change in the economy. 

Consequently, I think that there should be some extension of unemployment 
benefits and that this can best be done by setting up certain Federal standards 
which will induce the States to conform to those standards. I, therefore, wish 
to be recorded in favor of the Karsten-Machrowicz bill which I think is a good 
beginning in this direction. 

Yours respectfully, 


FRANK P. ZEIDLER, Mayor. 


A STATEMENT CONCERNING THE Economic Facrors UNDERLYING H.R. 3547 
RELATING TO FEDERAL UNEMPLOYMENT INSURANCE BENEFIT STANDARDS 


(By Lawrence C. Lockley, Dean, School of Commerce, University of Southern 
California ) 


Any modification of our unemployment compensation plans must be ap- 
preached from the point of view that extensive periods of payment or rates of 
payment constituting a substantial proportion of the normal wage rates of re- 
cipients will in fact do more harm than good to those who are unemployed. 
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For the last 25 years, we have been attempting to find ways of shielding work- 
ers from the dynamics of an industrial economy because they are not always 
able to take care of themselves. Only some 50 years ago, we were much nearer 
to the farm, and a consequential proportion of our workers could find shelter and 
food on the farms of relatives and friends. But as mechanization has come to 
both agriculture and to industry, individual workers are less and less able to 
fend for themselves in periods of unemployment, and are less mobile between 
kinds of work. 

In our zeal, and possibly under political pressures, we have attempted to pro- 
tect various groups by legislative enactment, and by the appropriation of funds 
for rather direct relief. A penetrating analysis of the effects of such legisla- 
tion is a highly technical task. Yet certain conclusions can be stated with con- 
siderable definiteness. 

We have acted on a statement of a series of “economic rights of man” which 
represent a noble aspiration, but which may not represent accomplishments pos- 
sible by legislation. We can no more legislate the distribution of a given flow of 
economic goods and services—that is, a particular level of standard of living— 
than we can legislate that all couples have happy marriages, or that all people 
have good health. 

We have accepted the responsibility, for the Federal Government, of main- 
taining a suitable economic climate. This acceptance was made by means of 
the Employment Act of 1946. Under this act, the Government’s fiscal actions 
maintain conditions under which employers are able to offer broad employment 
opportunitites. 

It is clear that some direct payment to individuals from public funds is neces- 
sary. We have always had to support those among the aged who could not sup- 
port themselves. We have had to support the incapacitated. We cannot, how- 
ever, support broad groups of workers from public funds except during tran- 
sitional periods without doing the economy great harm and reducing their 
future opportunities. 

It must be remembered that we are not living in a land of vast accumulated 
consumer goods. The elements of our standard of living come to us as a flow of 
goods, as those commodities are extracted, processed, or manufactured. Even 
our large and accumulated surpluses of agricultural products are not at a con- 
sumable point, but must be processed and distributed before they are ready for 
consumption. Steady rates of employment bring a smooth flow of consumer 
goods for the support and sustenance of our people. 

Goods cannot be created by legislation. What can be created is new money. 
Thus, unless every payment to individuals (for home relief, for unemployment 
compensation, for military pension, for compliance with certain agicultural pro- 
grams, or whatever else) comes from taxes levied against individuals, such pay- 
ments either depress business or contribute directly and greatly toward con- 
tinued and increased inflation. 

Let me try to explain this statement—which is almost a truism to economists. 
Funds used for the payment of various programs of consumer support must come 
from: (1) Taxes against business, (2) taxes against the individuals, or (3) the 
creation of new money by the Federal Government. Taxes against business add 
to the cost of doing business, and this militates against profit expectations, and 
discourages business expansion. In fact, such taxes may help to eliminate 
marginal businesses. Insofar as possible, we should rely on normal business 
activity to support our economy and ourselves; therefore, we should attempt to 
avoid taxes which discriminate between businesses, or taxes which fluctuate. 
We should keep our tax levy against business as modest as our needs will allow. 

It is well known that business profits constitute a small percentage of sales, 
ranging typically from around 1 percent to rarely more than 5 percent. The fact 
that we have as large a volume of profits in the United States as we have is 
due to the large number of companies contributing to the whole. Business 
profits are a small part of our gross national product. We have no great poo! 
of resources here to draw upon. 

The taxation of individuals brings about what economists eall transfer pay- 
ments. The consumption possibilities of one family are decreased by the amount 
transferred to another family for its consumption. And again, we have no great 
pool of wealth handy for taxation among the so-called rich. In 1956, the last 
year for which I have a report on individual income tax returns (Federal), I 
find that only 2.02 percent of those returning tax reports had adjusted gross 
incomes of over $15,000. I am aware of the fact that people put their poorest 
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foot forward in income tax returns, but the fact does remain that we have no 
wealthy class. In 1956, those receiving more than $15,000 earned approximately 
13 percent of the aggregate. (These figures constitute income before deductions. ) 

We face the fact that we must support many of our expanding programs of 
Federal aid by the creation of new money, and thus by a direct inflation of our 
currency. 

In the case of unemployment compensation, we have a considerable history 
to guide us to the conclusion that widespread unemployment is not to be alle- 
viated by direct consumer payments. From the start of our great depression 
until the beginning of our business in munitions when war broke out in Europe, 
we tried sincerely and consistently to cure a depression by the direct payment 
to consumers. It was not until payrolls started with increased manufacturing 
activity that unemployment disappeared. In the meantime, a different course 
from ours had brought various European countries through the depression more 
rapidly. It was not a matter of direct support of consumer expenditures abroad, 
but of the earlier attempt to get employers busy enough to increase employment. 

The same conclusion is valid today. When we substitute government (Federal, 
State, or local) payments for wages, we do nothing to improve a condition which 
has led to unemployment. 

Let us consider why unemployment arises. The immediate answer is simple 
and broadly true: The employer cannot produce enough revenue in carrying on 
his business to meet his costs in a competitive market. He has no choice but to 
curtail the extent of his operations. Any tendency toward inflation which will 
make it more difficult for him to do business will postpone his ability to rehire 
workers. Our most constructive step in relieving unemployment is to improve 
the business climate so that employers will be able to offer employment on a broad 
front. 

Fundamentally, unemployment benefits should be regarded as a form of tem- 
porary aid to workers during a transitional period. Their extension over a longer 
period of time turns them into a form of “home relief” and makes them a method 
of long-term protection for people who have become unemployable. Their insti- 
tution at rates not far below going wages for many workers makes them a sub- 
stitute for work. First hand inquiry will show that many workers—particularly 
those who are not the major wage earners of families—already plan on a period 
of unemployment each year. 

The setting up of a system of unemployment compensation which can be used 
as an alternate for wages inevitably decreases the effectiveness and productivity 
of our labor force. 

Our present consideration of H.R. 3547 is urgent, because it tends to confirm 
as policy several steps which could work against our long-run economic stability 
and against our long-run opportunities for employment. 

In the first place, this bill decreases State control over unemployment com- 
pensation, and increases Federal control over it. This step makes the point of 
control more remote from the areas where the difficulties lie. Federal control 
is likely to be uniform for wide areas. It is difficult to adjust to the varying 
conditions in the several States. The fact that qualifications for unemployment 
compensation coverage and rates of compensation and periods over which com- 
pensation is now paid differ among the several States is to be taken as a reflec- 
tion of differing conditions. It seems unwise to make a Procrustean bed of a 
particular formula for unemployment compensation. 

A greater degree of Federal control is likely to be more rigid. We should not 
want a degree of rigidity which would be the means for a year-by-year increase 
in the amount of compensation. Yet as the particular legislation is framed, it 
seems likely to move upward on the crest of each new wave of inflation. Such a 
machine for augmenting inflation will do vast harm to the working people of 
this country. 

A final specific point bearing on the language of the Kennedy bill is that it 
puts a premium on improvidence by the several States. Those States which 
have husbanded their funds most capably are the ones which will derive the 
least support from the Federal fund for unemployment compensation. It is 
significant that the most vocal support for the bill comes from those States 
which have had the broadest types of “welfare” programs. 

We have, in this country, a ready sympathy for distress, and are prone to 
rush to help when we know of those suffering from misfortune. I must re 
emphasize the fact that we cannot legislate conditions into being. We can legis- 
late prohibitions, requirements, and appropriations. We can levy taxes. But 
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legislation cannot make the less competent workers readily employable, nor 
can it directly inspire the less successful employers. 

When we consider this bill, I feel we should decide that we must treat a 
disease, not its symptoms. Under the direction of the Employment Act of 1946, 
the Federal Government is already required to attempt to manipulate credit 
conditions so as to maintain a high level of business activity. Additional legis- 
lation which will handicap the Government in this activity wll be of disservice 
to the people. 

Legislators are placed in an extremely difficult position when welfare legisla- 
tion is placed before them. Since all of us acquire our necessities through the 
use of money, it seems to most people that all they need is more money to have 
more of what they want. They feel that their elected representatives should 
vote for bills which—directly or indirectly—give them more money. Yet few 
Senators or Representatives are unaware of the degree to which inflation 
threatens the solvency of our economy. The United States could have a runaway 
inflation. If an increase in the rate of our inflation is imminent, the Kennedy 
dill will add to that rate. 

I feel that a major modification of this bill is in the public interest, and that 
mnemployment compensation should remain as fully as possible a matter of 
State rather than Federal function. 


AMERICAN BAR ASSOCIATION, 
SECTION OF TAXATION, 
Washington, D.C., April 13, 1959. 
Hon. Witsur D. MILs, 
Chairman, Committee on Ways and Means, 
U.S. House of Representatives, 
Washington, D.C. 

Dear Mr. Mitts: Referring to my letter to you of March 23, 1959, and the 
compilation enclosed therewith entitled “Recommendations as Adopted by the 
House of Delegates—Annual Meeting—Los Angeles, Calif., August 27-28, 1958” 
(referred to in the said letter as the “1958 Compilation”), I would like to call 
attention in connection with the current hearings before the Committee on Un- 
employment Compensation to our recommendation XII in said compilation 
which would amend the definition of “employer” in section 3306(a) of the Inter- 
nal Revenue Code of 1954. For your convenience reference, pages 19 through 21 
of the said compilation, setting forth the proposed amendment and the explana- 
tion therefore, are attached hereto. 

I respectfully urge that the said recommendation be considered by the com- 
mittee and incorporated in the record if consideration of section 3306 is within 
the scope of the hearings. 

I shall be glad to furnish additional copies to the clerk of the committee if 
they are desired. 

Sincerely yours, 
Lee I. Park, 
Chairman, Section of Taxation. 


EMPLOYMENT TAXES 


XII. To amend the definition “employer” under the Federal Unemployment 
Taz Act 

Resolved, That the American Bar Association recommends to the Congress that, 
for purposes of the Federal Unemployment Tax Act, the provisions of the Internal 
Revenue Code of 1954 be amended to define an “employer” as any person having 
four or more individuals in his employ for some portion of 20 days during either 
the current taxable year or the preceding taxable year, each day being in a 
different calendar week ; and be it further 

Resolwed, That the association proposes that this result be effected by amend- 
ing section 3306(a) of the Internal Revenue Code of 1954; and be it further 

Resolved, That the section of taxation is directed to urge the following amend- 
ment or its equivalent in purpose and effect upon the proper committees of Con- 


gress 
~eni 1. Section 3306(a) of the Internal Revenue owe is amended to read as 
follows (new matter in italics) : 
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(a) EmpLoyver.—For purposes of this chapter, the term “employer” does 
not include any person unless on each of some 20 days during either the 
current taxable year or the preceding taxable year, each day being in a 
different calendar week, the total number of individuals who were employed 
by him in employment for some portion of the day (whether or not at the 
same moment of time) was four or more. 

Seo. 2. This amendment shall be applicable to the calendar year 1959 and 
subsequent calendar years. 
EXPLANATION 
Summary 


At present section 3306(a) defines “employer” as any person having four or 
more individuals in his employ on each of some 20 days during the taxable year, 
each day being in a different calendar week. A majority of State unemploy- 
ment compensation laws define “employer” to include any person who was an 
employer in the preceding taxable year. The Federal definition does not in- 
clude a person who was an employer in the preceding year unless he also meets 
the tests in the current year. The proposed amendment conforms the Federal 
definition in this respect with the definition under a large majority of State un- 
employment compensation laws. It has the effect of reducing the arbitrary sig- 
nificance, under present law, of the timing of an acquisition in a situation where 
an employer, before the 20th week of the calendar year, acquires the assets or 
business and employs individuals who were employees, of a person who was an 
employer in the preceding year. 


Discussion 


Section 3301 imposes ‘‘on every employer (as defined in section 3306(a)) * * * 
for each calendar * * * an excise tax * * * equal to 3 percent of the total 
wages (as defined in section 3306(b)) paid by him during the calendar year with 
respect to employment (as defined in section 3306(c)). * * *” Section 3302 allows 
a credit against this tax for contributions to a certified State unemployment com- 
pensation fund, and it allows an additional credit based upon the maximum State 
tax rate, but not in excess of 2.7 percent. Thus, where the maximum credits 
are allowable, the effective rate of Federal unemployment tax is 0.3 percent. 

Section 3306(b)(1) defines “wages” as all remuneration for employment ex- 
cept remuneration in excess of $3,000 paid to an individual by an employer dur- 
ing the calendar year. It also provides that, if an employer (successor) during 
any calendar year acquires substantially all the property used in a trade or busi- 
ness of another employer (predecessor), and immediately after the acquisition 
employs in his trade or business an individual who immediately prior to the 
acquisition was employed in the trade or business of predecessor, then, for the 
purpose of determining whether successor has paid taxable wages of $3,000 to 
such individual during the calendar year, any wages paid to such individual by 
predecessor prior to the acquisition in the calendar year of the acquisition shall 
be considered as having been paid by successor. 

Section 3306(b) (1), however, applies only with respect to “employers,” and 
under section 3306(a) an “employer” is a person who employs four or more in- 
dividuals on each of some 20 days during the calendar year, each day being in a 
different calendar week. Thus, if on May 31 successor buys all the assets of 
predecessor, therenfter operates those assets, and immediately employs predeces- 
sor’s employees, of the wages paid by predecessor to each of its employees up to 
$3,000 are considered to have been paid by successor for purposes of determining 
whether successor has paid each of such employees $3,000 during the calendar 
year. Predecessor, meeting the definition of “employer” under section 3306(a) 
is liable for Federal unemployment tax; but he receives credits (up to 90 per- 
cent of the Federal tax) for contributions made to a State unemployment com- 
pensation fund. Successor, also being an employer, must file a return and pay 
Federal unemployment tax; but with respect to former employees of predecessor, 
successor pays only on an amount determined by taking the lesser of $3,000 or 
the total remuneration paid the employee by both predecessor and successor and 
deducting the wages paid by predecessor. Successor also receives credits against 
the Federal unemployment tax (up to 90 percent of such tax). Thus, both suc- 
cessor and predecessor pay at an effective rate of 0.3 percent and together they 
pay only on the first $3,000 of wages paid to the employee. 

If, however, the acquisition occurs on April 30 (before 20 weeks have passed), 
the result is quite different. Predecessor is not an employer under section 
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3306(a). He is not liable for Federal unemployment tax, and wages paid to 
his employees are not attributed to successor. Successor therefore must pay 
Federal tax on the entire first $3,000 he pays to each former predecessor em- 
pleyee, irrespective of any amount previously paid by predecessor. At the same 
time successor is generally not entitled to credits under section 3302 equal to 
2.7 percent of the entire first $3,000 he pays to each former predecessor employee, 
since predecessor would be an employer under most State laws and wages paid 
by him would be attributed to successor and the credits under section 3302 are, in 
effect, limited to 2.7 percent of taxable wages paid under State law. Successor 
would therefore pay Federal tax at the full 3 percent rate rather than the 0.3 
percent rate which would be applicable if the acquisition had taken place after 
the 20th week of the year. There would be, in effect, a penalty of 2.7 percent 
of taxable wages paid in that part of the calendar year preceding successor's 
acquisition of the assets or business. 

Enactment of the proposed revision would cause some persons to pay Federal 
unemployment tax who would not pay under present law. Persons having less 
than four employees for 20 weeks in the taxable year but who had four or more 
in the preceding year, as well as those persons who terminate their trade or 
business before the 20th week of the calendar year, would be “employers” and 
would pay tax where they would not under existing law. On the other hand, 
persons acquiring assets or businesses of others before the 20th week of the 
calendar year would not pay as much Federal unemployment tax as they would 
under existing law. The following tables indicate results under the revision and 
existing law, assuming: an employee’s weekly wage of $100, a State unemploy- 
ment tax rate of 1 percent, and an effective Federal unemployment tax rate of 
0.3 percent (90 percent credit allowable against full 8 percent rate). 


TABLe A 


[Assumes 3 employees for 30 weeks in taxah'’e year and State defines employe to incluce person who w:.$ 
employer in preceding taxable year] 


Wages, Wages, Gross Credit, | Net Fed-| Total 
State | Tax, 1% | Federal | tax, 3% 90% eral tax State- 
law law Federal 
9, 000 90. 00 $9,000 | $270.00 | $243.00 $27. 00 117.00 
TABLE B 
{Assumes more than 4 employees and transfer mee a year as indicated, with figures shown for one 
employee 
Present law 
(1) EMPLOYMENT BY PREDECESSOR FOR 20 WEEKS 
Wages, Wages, Gross Credit, | Net Fed-| Total 
State | Tax, 1% | Federal | tax, 3% 90% eral tax State- 
law law Federal 
$2, 000 $20. 00 $2, 000 $60. 00 $54. 00 $6. 00 $26. 00 
1,000 10. 00 1, 000 30. 00 27. 00 3. 00 13. 00 
(2) EMPLOYMENT BY PREDECESSOR FOR 19 WEEKS 
1, 100 11.00 $3, 000 $90. 00 $29. 70 $60. 30 71. 30 
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Proposed law 
EMPLOYMENT BY PREDECESSOR FOR 19 WEEKS 


Wages, Wages, Gross Credit, | Net Fed-| Total 
State Tax, 1% | Federal | tax, 3% 90% eral tax State- 
law law Federal 
$1,900 $19.00] $1,900; $57.00] $51.30] $5.70] $24.70 
1, 100 11.00 1, 100 33.00 | 29.70 3.30 14. 30 
! 


Table A indicates that a person who had 4 or more employees in the preceding 
taxable year but who has less than 4 in the present year would be an employer 
under the revision where he would not under existing law. As the table indi- 
eates, Where he has 3 employees, his maximum additional Federal tax for the 
year would be $27. This would not be true in Colorado, where the maximum 
additional Federal tax would be $270 because no credit would be applicable in 
view of the State definition of employer (same as present Federal definition). 

Table B indicates that predecessor (with employment for only 19 weeks) would 
be an employer under the revision, and would pay $5.70 Federal unemployment 
tax where he would pay none under existing law. Successor, however, would 
pay only $3.30 Federal tax under the revision where he would pay $60.30 under 
existing law. 

Additional tax resulting from the revision would be imposed only in one year, 
the year in which the number of employees first falls below 4 or in which the 
employer’s business is terminated before the 20th week. 


UNIVERSITY OF MICHIGAN, 
ScHOOL OF SocraL Work, 
Ann Arbor, Mich., April 13, 1959. 
Mr. Leo Irwin, 
Clerk, House Committee on Ways and Means, 
House Office Building, Washington, D.C. 


Dear Leo: I enclose a copy of our study on unemployment insurance which 
I hope you will be able to insert in the printed hearings you are now conducting 
on that subject. 
Yours, 
J. CoHEN, 
Professor of Public Welfare Administration. 


SIGNIFICANT FINDINGS ON THE IMPACT OF THE 1957-58 RECESSION IN RELATION 
TO UNEMPLOYMENT INSURANCE 


(By William Haber, Fedele F. Fauri, and Wilbur J. Cohen) 
I. SURVEY RESEARCH CENTER DATA 


Information from continuing studies by the survey research center of the 
University of Michigan on the nationwide impact of the recession during 1957-58 
in relation to unemployment insurance indicates the following significant 
findings : 


Impact of uncmlpoyment on families* 

Eighteen percent of all families in the Nation had one or more family mem- 
bers unemployed during the 12-month period prior to October 1958. 

In 14 percent of the families the head experienced some unemployment. 


In additional 4 percent of the families another member experienced some 
unemployment. 


Relation of annual unemployment to October unemployment* 


In the month of October 1958, nearly 6 percent of American families had one 
or more members unemployed, while an additional 12 percent of families expe- 


*All findings marked by an asterisk are results obtained from interviews with a random 
sample of 1,323 families taken in October 1958, on a nationwide basis by the surve 
research center of the University of Michigan. Unemployment in the survey includes 
unemployment experience over a 12-month period, in contrast to the monthly Census Report 
on the Labor Force which measures current only unemployment in a month. It should be 
—_. that the census also publishes annual data on unemployment occurring within a 
calendar year. 


1118 UNEMPLOYMENT COMPENSATION 


rienced some unemployment during the previous 12 months—a total of 18 percent 
in the 12-month period.* 


Duration of unemployment* 

The average duration of unemployment was 18 weeks for individuals who ex- 
perienced some unemployment in the previous 12 months. 

For those who were unemployed in October the average duration of unemploy- 
ment was 26 weeks; 42 percent of this group had been unemployed more than 26 
weeks.” 

For those who were back on the job in October 1958, the average duration of 
unemployment was about 14 weeks. 


Impact of the recession* 

An estimated 13 million different persons experienced a period of unemploy- 
ment during the 12 months, October 1957-58. This compares very roughly with 
the 9.8 million different persons who were unemployed during the year 1956, ac- 
cording to the U.S. Census Bureau. The recession thus had the double effect of 
increasing the number of unemployed as well as lengthening the duration of 
unemployment. 

The number of unemployed during the 12-month period of 1957-58 was roughly 
35 to 40 percent greater than in the calendar year 1956. The duration of un- 
employment also substantially increased. In 1956, according to the census, about 
one-third of all individuals experiencing unemployment during the year had only 
4 weeks or less of unemployment, while the corresponding October 1957-58 fig- 
ure from the survey was about 13 percent. On the other hand, the proportion 
experiencing unemployment for more than 26 weeks increased from about 11 to 
22 percent during the same period. 

About 25 percent of all families reported in October that they experienced un- 
employment or shorter hours at some time during the previous 12 months. In 
four-fifths of these families, the main breadwinner was affected. About two- 
thirds of the unemployed, and half of those whose working hours were cui, at- 
tributed this to the recession. An additional 13 percent of families felt that the 
recession had hurt their financial situation, even though they had experienced 
neither unemployment nor shorter hours. For some of these families earnings 
in their own business were lower, others said that their wages or salary had 
been reduced, that an anticipated raise did not materialize, or that the recession 
affected them because prices rose. 

In all, 38 percent of all families reported either unemployment, shorter hours, 
or some other setiick to their financial situation which they blamed on the 
recession. 


Income losses of unemployed families* 

Income losses were unevenly distributed among the unemployed families. 
The median net income loss (after taking into account unemployment insur- 
ance benefits) for the year reported in the families where the head was 
unemployed was approximately $900. About 3 percent of the families, where 
the head was unemployed, reported that they suffered no net income loss and 
about 18 percent reported they suffered a net income loss of $2,000 or more in 
the year. 


*See footnote, supra. 

1 The 18 percent of families unemployed is slightly higher than the rate of unemployment 
of individuals in the labor force—17.2 percent. Both the family and the individual rates 
cited understate the volume of unemployment since the study conducted by the survey 
research center did not include the unemployment of persons aged 14-17 or new entrants 
into the labor market. 

2The census reports the average duration of unemployment for those unemployed in 
October as 17 weeks. The difference between the survey data and the census data reflects 
the difference between the total duration of all spells of unemployment experienced by 
individuals in the 12-month period (survey research data) and the duration of the last spell 
of unemployment (census data). 
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Measures taken by families to adjust to loss of income* 


The most important measures taken by families to adjust to the unemploy- 
ment of the head of the family were in the order of importance: use of savings, 
cutting down on buying, help from relatives, piling up bills, and borrowing 
money. Some families moved to cheaper quarters, were able to have another 
member of the family go to work, or sought relief from a public welfare agency.’ 
The average family with unemployment took two of these measures. The 
larger the income loss, the more measures were taken to meet the unemployment 
situation. 


Relation to receipt of unemployment insurance* 


Most significant was that of those families where the head received unem- 
ployment insurance benefits during the entire period of his unemployment, about 
8} percent still took one or more measures (Such as those listed above). Unem- 
ployment insurance benefits by themselves did not assure to these families suffi- 
cient income to continue their previous level of living without some basic 
adjustinents. 

The kinds of measures taken differed significantly, however, for those heads 
of families who received unemployment insurance benefits during the entire 
period of their unemployment as compared with those who received benefits 
for only part of their unemployment or not at all. For instance, use of savings 
was more often resorted to by the first group than the second while piling up 
bills and borrowing money were more often resorted to by the second group 
than by the first. 


Relation to thrift* 


About 44 percent of the unemployed heads of families reported that they had 
some savings which they used in the emergency. Although the extent of the 
savings drawn is not known, reliance upon savings was by far the most impor- 
tant measure taken by heads of unemployed families who received unemploy- 
ment insurance for their entire duration of unemployment. This fact indicates 
the extent to which thrift and self-responsibility are relied upon to meet unem- 
ployment emergencies. 


Relation to help from relatives* 


Twenty-three percent of the families in which the head was unemployed re 
ported that they received some help from relatives. Although the extent of 
the aid is not known, the general magnitude indicates that family aid plays 
an important role in providing some protection in an unemployment emergency. 
Moved to cheaper quarters* 


About 7.5 percent of all heads of families who received unemployment in- 
surance benefits during the entire period of their unemployment moved to 
cheaper quarters. This figure increased to about 18 percent for those who re- 
ceived only some or no benefits. Thus it appears unemployment insurance bene- 
fits played an important role in helping unemployed persons maintain their 
previous housing arrangements. 


Relation to public welfare* 

About 6.5 percent of all heads of families who were unemployed sought and 
obtained public relief from welfare agencies. For those with unemployment 
of less than 14 weeks, the proportion who went on relief was negligible. But 
the proportion increased substantially as duration of unemployment increased. 
Impact by occupation* 

About 10 percent of the heads of families who were in clerical and sales occu- 
pations experienced a period of unemployment during the 12-month period; 20 
percent of those in service occupations; nearly 30 percent of craftsmen; and 40 
percent of those in unskilled labor. 

Taking all individuals who were unemployed during the 12-month period about 
9 percent were clerical and sales persons; 10 percent were in service occupations ; 
538 percent were craftsmen; 16 percent were unskilled laborers; and 12 percent 
Were in all other occupations. 


*See footnote, supra. 
8It is significant that less than one-half of 1 percent of all those who suffered an income 
loss reported that they sold their car or some other durable. 
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Impact by age* 

About 20 percent of all unemployed heads of families were between the ages 
of 18 and 29 and about the same percent were age 55 or over. However, of the 
younger group, 13 percent were unemployed 26 weeks or more while in the older 


group the comparable proportion was 29 percent. In other words, the older 
the person, the longer his unemployment tended to be. 


Unemployment within the family* 

Of those unemployed during the 12-month period, 71 percent were heads of 
families; 14 percent were wives of heads; 12 percent were sons or daughters; 
and 3 percent were other relatives. 

Twenty-five percent of the unemployed were women (heads, wives, and 
daughters). 

Evaluation of chances of finding another job* 


Of the heads of families who experienced some unemployment during the 
previous 12 months, 50 percent said their chances of finding a new job that would 
pay about the same would be bad; about 34 percent they would be good; 7 per- 


cent were uncertain ; and 9 percent were not ascertained. 
Differential expectations about business conditions* 

Pessimism about future business conditions was only slightly higher for all 
unemployed persons compared with other persons. For example, while 15 per- 
cent of those unemployed 8 weeks or less expected bad times in the coming year, 
the figure was only 13 percent for those with unemployment of more than 26 
weeks. The comparable figure was 8 percent for those individuals in the labor 
force not affected by unemployment or shorter hours. 

Unqualified optimism about future business conditions declined sharply as 
duration of unemployment increased. 

Persons who experienced a spell of unemployment and then became reemployed. 
however, had more optimistic expectations about future business conditions than 
those who were still unemployed in October 1958. 


Receipt of unemployment insurance* 

About 36 percent of all unemployed individuals did not receive any unemploy- 
ment insurance benefits. This was due to lack of coverage, as well as to the 
fact that some persons with short durations of unemployment were not eligible 
for benefits or did not choose to apply for them. Among individuals with un- 
employment of 5 weeks or more, a lower proportion of the unemployed did not 
receive any benefits. 


Opinions of Government policies during the recession* 

About one-half of all adults in the Nation (employed, unemployed, and retired) 
reported that the Government had done a good job during the recession. The 
major reason given—by 14 percent—for favorable responses was that the Gov- 
ernment extended help through unemployment insurance, social security, or other 
measures. 

About 23 percent of all adults felt that the Government had done a poor job. 
Among only those persons who reported they were affected unfavorably by the 
recession (unemployment, shorter hours, business losses, or other reasons) a 
somewhat larger proportion—34 percent—were of that opinion. 


Duration of unemployment in relation to major purchases* 

About 60 percent of those unemployed 14 weeks or more made no major pur- 
chase during the survey year and did not spend money on home improvements. 
The corresponding figure for all persons not affected by unemployment or shorter 
hours was 40 percent. The proportion for persons with unemployment of § 
weeks or less was about the same as those who were not affected. 

Plans for major expenditures during the coming year also were lower among 
those with prolonged unemployment than among those in the general population, 
despite the lower level of purchases of the unemployed in the past year. 


Il. OPERATION OF THE UNEMPLOYMENT INSURANCE SYSTEM 


Available information from official governmental sources indicates that about 
$4 billion was paid out through the various State and Federal unemployment 
insurance programs (Federal civilian and military personnel and railroads) to 
unemployed persons during the 12-month period, October 1957—October 1958. 


*See footnote, supra. 
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Total contributions collected by ali State unemployment insurance programs 
during this period was $1.7 billion and benefits paid out were $3.4 billion. Total 
reserves of all States on October 31 ,1957, was $8.7 billion. Thus there was a 
total of about $7 billion in unemployment reserves to the credit of the various 
States as of October 31, 1958. From the standpoint of the unemployment insur- 
ance system as a whole, about half of the total benefits paid out during this period 
came from current tax collections and about half from reserves. 

The financial data for State programs for this period are as follows: Biuen 
Total State unemployment insurance reserve funds (as of Oct. 31, 1957)__ $8.7 


Total State unemployment insurance reserve funds (as of Oct. 31, 


Financial resources of the State unemployment insurance programs varied 
widely. All State reserve funds taken together equaled 6.4 percent of taxable 
wages as of October 31, 1958. However, this varied from 10 to nearly 12 percent 
in Montana; 11.7 percent in Washington, Idaho, and Arizona to less than 5 
percent in Rhode Island, Delaware, Maryland, Pennsylvania, West Virginia, 
Florida, Tennessee, Michigan, Illinois, Minnesota, Oklahoma, Alaska, and Ore- 
gon (2.6 percent). 

Unemployment insurance benefits averaged $30.45 a week in October 1958, 
equivalent to about 37 percent of the previous wages of persons covered by 
unemployment insurance. In view of the fact that over one-third of all the 
unemployed did not receive any unemployment insurance benefits and many 
exhausted their benefits, unemployment insurance benefits replaced only about 
20 to 25 percent of the wage loss incurred by unemployed persons during the 
recession. 

Over 2,200,000 persons were still out of work after they exhausted their unem- 
ployment insurance benefits during the 10 months ending October 31, 1958. The 
average unemployed worker who exhausted his unemployment benefits drew pay- 
ments for about 21 weeks. 

At the end of October 1958, about 1.2 million persons had drawn temporary 
unemployment compensation benefits in 36 jurisdictions. About 418,000 of these 
had exhausted their full entitlement to temporary benefits by the end of 
October. 

Ill, THE IMPACT OF THE RECESSION ON DIRECT RELIEF PROGRAMS 


Federal grants are available to the States for assistance to the needy aged, 
blind, disabled, and dependent children. The residual category of relief—general 
assistance, also referred to as direct relief or home relief—is financed solely by 
State and/or local funds without any Federal aid. In October 1958, there were 
about 6.7 million persons receiving some kind of assistance under the 5 categories 
of aid. 

In October 1958, 1,058,000 persons in 385,000 families received general relief. 
The average family consisted of about 3 persons and received $64.27 for the 
month. 

The total number of individuals receiving general relief was: 


Month 1957 1958 
October. - 713, 000 1, 058, 000 


The incidence of general relief varied widely among States during the 
recession. 

About three-quarters of 1 percent of the U.S. population under the age of 65 
was receiving general assistance in June 1958. 

Michigan and Indiana had the highest rates—about 2 percent of the population 
under age 65. 
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Other States with heavy caseloads above the national average in June 1958, 
were: 
Population under age 65 receiving direct relief 


Percent 


The number of cases receiving general relief increased 30 percent from October 
1957 to 1958. The total amount paid out increased about 45 percent. 

About 30 percent of all the direct relief cases in the Nation were in 18 large 
cities.* Over 40 percent of all expenditures in the Nation for direct relief were 
in these 18 cities. 


IV. IMPACT OF UNEMPLOYMENT BY LABOR MARKET AREAS 


Reports of the Bureau of Employment Security of the U.S. Department of 
Labor show that 88 major labor market areas in November 1958, in 25 different 
States, had 6 percent or more unemployment and 188 smaller labor market 
areas—throughout 35 States also had 6 percent or more unemployment.° 

In 9 labor market areas in November 1958, unemployment was 12 percent or 
more. These were: Detroit and Muskegon, Mich.; Buffalo, Altoona, Erie, and 
Johnstown, Pa.; Wilkes-Barre and Huntington, W. Va. 


Vv. IMPLICATIONS AND RECOMMENDATIONS 


Both unemployment insurance and public assistance programs made an im- 
portant contribution to meeting some of the hardships and economic losses caused 
by unemployment during the recession. 

Unemployment insurance benefits and all public assistance payments (for all 
five categories) totaled $7 billion for the 12-month period. About $4 billion 
was for unemployment insurance and $3 billion for public assistance. The in- 
crease in total disbursements above the level of a year before was, however, 
only about $2.1 billion. 

Unemployment insurance benefits in October, 1958 were about $2 billion above 
the unnual rate of August 1957, while general assistance payments were at an 
annual rate of about $100 million above the August level. 

Unemployment insurance benefits, nevertheless, fell substantially below the 
50 percent of average wages recommended by President Eisenhower. The 
amount and duration of benefits was too limited and coverage too restricted. 

While over 2 million persons exhausted their unemployment insurance bene- 
fits in the 10 months January—October 1958, the total amount of State reserves 
for unemployment insurance at the end of October 1958 was $7 billion—or about 
twice the $3.5 billion in benefits paid out in the previous 12 months. 

If unemployment insurance benefits had been paid at a rate of 50 percent of 
average wages instead of the approximately 37 percent actually paid, and, if 
coverage had been broadened, and the maximum duration of benefits had been 
39 weeks in all States for the entire period of the recession—about $1.5 to $2 
billion additional would have been disbursed to unemployed individuals. 

General relief was not available in all localities to meet the needs of able- 
bodied unemployed persons. In some localities no relief was available to “em- 


‘ Baltimore, Boston, Buffalo, Chicago, Cincinnati, Cleveland, Detroit, District of Colum- 
bia, Los Angeles, Milwaukee, Minneapolis, New Orleans, New York, Philadelphia, Pitts- 
burgh, Rochester, St. Louis, and San Francisco. 

5In Michigan these areas were as follows: 

. a areas: Battle Creek, Detroit, Flint, Grand Rapids, Lansing, Muskegon, and 
aginaw. 
maller areas: Adrian, Allegan, Ann Arbor-Ypsilanti, Bay City, Benton Harbor, Escanaba, 
Holland-Grand Haven, Ionia-Belding-Greenville, Iron Mountain, Jackson, Marquette, Mon- 
roe, Owosso, Port Huron, and Sturgis. ; 
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ployable” persons. In some communities, residence and settlement requirements 
made it impossible to give aid to some needy unemployed persons or their 
families. 

In 16 States, the localities had to supply all needed funds and thus the poten- 
tial expansion of the program to meet the emergency was severely limited by 
the fiscal resources of the particular locality. 

Although Federal funds were available to the States to help persons who be- 
came needy through unemployment when the individual was aged, disabled, 
blind, or where there was only one parent in the home, no Federal aid was avail- 
able for direct relief to other groups. 


RECOM MENDATIONS 


The experience of the recession indicates that the existing built-in stabilizers 
in our income maintenance programs were not, and still are not, satisfactory to 
meet another similar recurrence. A free enterprise economy must make more 
effective provision than we now have for meeting the unemployment hazards 
which oceur from the free play of economic forces in the market place. 

The full potential of our unemployment insurance system was not utilized dur- 
ing the recession for the alleviation of hardship and the support of our economy. 

The tragic part of the situation was that there was $7 billion in unemploy- 
ment insurance reserve funds which were not touched during the recession. If 
State and Federal unemployment laws had been more adequate and had per- 
mitted $1.5 to $2 billion of these reserves to be used to pay benefits to the un- 
employed, many personal hardships could have been avoided. There would still 
have been about $5 billion of reserves left if unemployment insurance benefits 
had been more adequate. 

Among the most urgent improvements in Federal and State legislation which 
are vitally needed while the lessons of the recession are still fresh in our memory 
are: 

1. Coverage should be broadened to cover all persons who have a substantial 
attachment to the labor force including the 1.8 million persons in small firms 
who are not covered in 33 States and some of the hired farm laborers and other 
groups not now covered. 

2. The maximum duration of benefits should be increased to at least 30 weeks 
in a benefit year in all States. Provision should be made for longer duration 
whenever the average unemployment in a State reaches recession levels of say 
6 to 9 percent. 

3. Steps should be taken to establish an equalization fund in order to reduce 
the excessive costs of unemployment insurance in States suffering from a high 
incidence of unemployment caused by national economic conditions. 

4. The great majority of eligible claimants, should receive at least one-half of 
their normal full-time gross weekly earnings. States and employers should be 
given a period of 6 years to accomplish this objective. The great majority of 
eligible claimants in a State should receive at least 40 percent of their normal 
full-time gross weekly earnings for the first 2 years following the effective date 
of the standards; for the next 2 years, not less than 45 percent; and after that 
not less than 50 percent. In order to provide benefits at these levels, States 
would have to make changes in their benefit structure, including increasing the 
maximum weekly benefit amount. 

5. The Federal temporary unemployment compensation law which expires 
March 31, 1959, should be extended until permanent Federal standards and sup- 
porting State legislation are enacted to improve the benefit duration and financ- 
ing arrangements of State laws. 

6. Since a major impact of the recession was on younger workers with families, 
it was especially unfortunate that most State unemployment insurance laws did 
not provide for benefits in relation to the number of dependents. Only 11 States 
had such provisions." Dependents benefits should be included as an integral part 
of each State unemployment insurance program. 

7. Because a social insurance system does not protect all individuals from want 
during extended periods of unemployment, Federal and State funds for direct 
to assure all needy persons a floor of protection 
against want in all localities. Such a program should be d 
individuals to become self-supporting. 


® Alaska, Connecticut, District of Columbia, Il 
Nevada, Obie a, Illinois, Maryland, Massachusetts, Michigan, 
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FEDERAL STANDARDS IN UNEMPLOYMENT INSURANCE 
(Prepared by Dale Yoder, Stanford University ) 


This is a statement of considered opinion, respectfully submitted as indicating 
that additional Federal standards are essential to the effective operation of 
the unemployment insurance program in the United States. 

The statement assumes that the 1935 congressional decision to provide un- 
employment insurance is not in question. It assumes, also, that the two major 
purposes of unemployment insurance are (1) the stabilization of our economy 
through the cushioning, resilient influence of benefit payments that sustain 
consumer income and public confidence throughout the Nation in periods of 
more-than-normal unemployment, and (2) the prevention or reduction of per- 
sonal and family hardship, distress, and disorganization occasioned by unavoid- 
able unemployment. 

THE QUESTION 


The question to which this statement is addressed is: Are additional Federal 
standards necessary at this time? In explanation—unnecessary for the mem- 
bers of this committee but possibly helpful for others who are less informed 
about the technicaliiies of unemployment insurance—it may be noted that our 
whole employment security program involves a distinctive Federal-State co- 
operative relationship and sharing of responsibilities. The Federal Government 
and State governments levy taxes to support the program. State divisions pro- 
vide most of the direct, agency-citizen contacts and administration, while the 
Federal Bureau of Employment Security is responsible for overall supervision, 
coordination, and review. 

Background.—The number of difficult, complicated administrative questions 
that arise in such a vast program as unemployment insurance can only be 
suggested. Every day brings some new, unanswered questions, and new answers 
frequently occasion additional questions. In our system, the States have the 
responsibility and authority to provide answers to the large majority of these 
questions. Congress, when it established the system, sought to permit and 
facilitate variations in details of policy and practice and thus to allow States 
to adapt their programs to distinctive wage and salary levels, patterns of 
employment, and other differences. 

Federal standards represent the relatively few administrative decisions that 
are made by the Federal Government in this cooperative program. The first 
Federal standard—the uniform Federal tax rate—was imposed when the system 
was established. That standard appeared essential to encourage States to 
proyide unemployment insurance. Although other industrialized nations had 
made such provisions for more than 2) vears. and »!thoneh the need for similar 
programs in this country had become widely apparent during the great depres- 
sion of the early 1930's, interstate competition had effectively prevented indi- 
vidual State action. 

Another Federal standard was imposed in 1989 when Congress specified the 
first $3,000 of wages as the tax base (it had been total wages). Another 
Federal standard permits the offsets in taxes through which individual State 
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systems of merit rating are effectuated. Other Federal standards specify ac- 
counting and staffing procedures as a basis for Federal reimbursement of 
administrative costs. 

General principles re Federal standards.—This brief background suggests 
the consistent principles which have guided Congress in its introduction and 
continuing direction of the unemployment insurance program. As one general 
principle, Congress has imposed a minimum of Federal standards, thus main- 
taining a maximum of freedom for the adaptation of State programs to varying 
employment conditions within the States. As an equally important principle, 
Congress has recognized the necessity for such Federal standards as are essen- 
tial to insure the effectiveness of the total program in meeting the two major 
responsibilities for which it was created. 

The overall stability of our economy and the comparatively narrow range of 
fluctuations in business activity and related cyclical change since the 1930's 
attest to the basic soundness of these principles. The question now under dis- 
cussion is whether the application of these same principles prescribes some 
additional Federal standards at this time. 

Recent experience.—The real test of any program of unemployment insur- 
ance is what it can and does contribute in periods of local, regional, or nation- 
wide recession. Experience in 1949, 1954, and particularly in 1958 has indi- 
cated serious weaknesses and deficiencies in our program. That is why the 
President has recommended minimum State standards of coverage, of maximum 
benefits, and of minimum duration. The record of exhaustions is impressive. 
The fact that Congress had to provide emergency legislation for a temporary 
supplementary program last year is perhaps the clearest evidence of serious 
inadequacies in the present program. 

As a result of this experience, the immediate need for several additional Fed- 
eral standards has become clear. The disclosures of weakness in 1958 may 
have seriously jeopardized the influence of the entire program. Millions of 
citizens who had been encouraged to believe that our unemployment insurance 
program could counter the forces of recession and insure a prompt recovery 
may now have serious misgivings. The weakening of public confidence by last 
year’s experience may well be exerting a continuing influence to prolong the 
process of recovery. Congressional action in providing the necessary standards 
could be one of the most influential factors in rapid recovery and continued 
progress with economic stability. 


RECOMMENDED STANDARDS 


Clearly, the prescription for this situation is the immediate provision of sev- 
eral additional Federal standards. At least seven such standards can be 
recommended with confidence. They include: 

1. Coverage.—Coverage based on the number of employees should be extended 
to inelude employers of one or more. The reason is simply that the assump- 
tion that “smaller” employers provide adequate employment security has not 
been supported by the evidence of experience. 

2. Qualifying period.—The specification of a maximum period of attachment 
to the labor force as a qualification for benefits is essential to prevent the 
avoidance of other standards of benefit levels and duration, which is a ready 
means of gaining advantage in interstate competition. A 20-week standard 
might well be required as a maximum; if such a maximum is specified, it may 
readily become both inaximum and minimum. 

3. Benefit levels.—Failure of benefit levels to maintain a consistent relation- 
ship to earnings over the years creates a continuing hazard to the entire program. 
The difficulty is largely traceable to the specification of inappropriate maximum 
henefits. The recommendation here is for a Federal standard requiring a maxi- 
mum of 50 percent of individual average earnings or two-thirds of the average 
earnings of covered employees, whichever is lower. 

4. Duration.—High levels of exhaustions in recent years and particularly in 
1958 indicate that the maximum duration of benefits should not be less than 30 
weeks. It is entirely possible that 39 weeks is a reasonable standard. At this 
time, however, 30 weeks appears as a minimum, frankly experimental step in 
what is unquestionably the right direction. 

5. Supplementary unemployment bdenefits.—Supplementary unemployment 
benefits can exert a desirable influence in augmenting the cushioning effect of 
unemployment insurance. Employees and firms that provide such benefits aid 
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the total program at their own expense. To penalize them by reducing unem- 
ployment insurance benefits cannot be justified and should not be permitted. 

6. Wage base.—The present wage base of $3,000, introduced in 1939, is both un- 
realistic and inadequate. The same logic that argues for adjusting benefits 
for inflation and higher levels of dollar earnings suggests that the taxable wage 
base should be brought up to date as well. A standard of at least $3,600 is 
justified now. 

7. National reinsurance.—Experience in 1958, when total reserves of 8 billion 
found some States in need of aid, suggests the necessity for a national rein- 
surance fund, in which all States are required to participate. 


CONCLUSION 


These seven additional standards appear essential if unemployment insurance 
is to measure up to what our citizens expect of it in stabilizing our economy. 
The recommended additional standards are entirely consistent with the basic 
principles introduced by Congress in 1935 and deserving our continued acceptance 
and support. These proposed additional standards preserve State responsibility 
for most administrative decisions in the areas of both policy and practice. They 
freely permit State-to-State variation and adaptation to distinctive employment 
eonditions. Standards with respect to maximum benefits, for example, are stated 
as a proportion of earnings—not in absolute amounts. The principle of propor- 
tional relationships among tax rates, levels of reserves, and total benefit pay- 
ments—a helpful guide in State administration—is encouraged by these stand- 
ards. Meanwhile, these additional standards should assure a more adequate de- 
fense in recession and a sound basis for great public confidence in our Federal- 
State system of unemployment compensation. 


DIAGRAPH-BRADLEY INDUSTRIES, INC., 
Herrin, Il., April 2, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Mitts: In looking over some of the Washington bulletins that reach 
my desk I notice considerable comment on H.R. 3547 and S. 791 and consequently 
have informed myself to some extent on this matter and have also asked the 
opinion of others. It is the consensus of opinion of the directors of this company 
that the States should retain control of unemployment compensation and that 
the establishing of Federal standards must be avoided. 

I do not believe there is any particular reason to waste your time on a lot of 
reasons for this. You will hear enough of these in Washington but that is our 
opinion and as an employer of 125 people in this area and as a contributor to 
the present unemployment compensation plan, again we state that the individual 
States should retain control of it. 


Yours very truly, 
JAMES W. BricHAM, President. 


SoHncen & BISCHOFF, 
Cincinnati, Ohio, April 17, 1959. 
Hon. D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Honorable Mirts: This letter is being written in triplicate as an official 
objection to bill H.R. 3547. 

It is my belief that the bill proposes unwarranted Federal controls on State 
unemployment compensation and that it would have a very unhealthy effect on 
both business and employment. 

I would appreciate your doing all in your power to see that this legislation 
is not passed, - 

Yours very truly, 
Howakrp A. Biscnuorr, Partner. 
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THE JOHNSON Press, INc., 
Pontiac, Iu., February 17, 1959. 
Hon. Lesiie C. ARENDS, 
Member, House of Representatives, 
Washington, D.C. 

Dear Les: We have just been advised of some of the provisions of H.R. 3547 
and are greatly concerned about its content. 

This Nation was built on the principle of hard work and honest labor. Deter- 
mination and, many times, courage were required of men to meet the needs of 
their families. Strong character was and is built from individual responsibility. 

Sizable unemployment compensation benefits for a long period create laziness 
and lack of initiative. We believe a measure such as the one proposed is damag- 
ing to the strength of our country and damaging to the moral fiber of those very 
persons who believe it to help them most. 

We believe, too, this is a matter that can best be left in the hands of the States. 
Conditions vary throughout the country making Federal control unwise. This 
appears to be another situation where the Federal Government is interjecting 
itself into a matter where State government can adequately perform. 

We understand that this measure calls for uniform taxation of employers 
irrespective of employment experience. This, of course, causes the employer with 
a stable record of employment to bear a portion of the burden of the cost of unem- 
ployment benefits of those employers who, either through mismanagement, or 
because of the nature of their business, do not have stable employment. 

We are opposed to the changes as we understand them. We ask that you 
oppose this bill and that you do whatever you can to seek the opposition of other 
Members of the House of Representatives. 

If you have suggestions of ways we might help in the defeat of this measure 
we will appreciate having them and will do what we can to carry them out. 

Very truly yours, 
EUGENE R. JoHNson, Jr. 


Sprincs VALLEY HERALD, 
French Lick, Ind., March 28, 1959. 
Hon. D. MILts, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


DEAR COMMITTEE MEMBER: Please defeat H.R. 3547 or the Kennedy-Karsten 
measure which would make a welfare state out of our United States. Unem- 
ployment is now getting as much as they deserve and the clause which would 
eliminate any disqualifications, even for fraud would be ridiculous. 

Primarily this bill would increase the cost of unemployment by 70 to 75 
percent and would, in some cases, require the employer to pay much more than 
the whole year’s salary of an employee who quits his job or is laid off. The 
disqualification clause would allow employees to quit their jobs and draw more 
than they would if working and the employer would have no recourse. 

Please, Mr. Representative, just what do you want this country to come to, a 
welfare state or worse? 

Please include one of these copies in the record of the hearing. 

Constitutionally yours, 
J. EB. Gruner, Editor, Springs Valley Herald. 


MIsHAWAKA, INpb., April 14, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

DEAR REPRESENTATIVE MILL: I understand that one of the bills that will come 
up for action this month is the Kennedy bill (S. 791) and the Karsten bill (H.R. 
3047). 

This legislation would impose rigid Federal controls converting unemployment 
compensation in the United States to the image of European welfare-state 
patterns. 

At the moment I am concerned with the principle of this type of legislation, 
not the details of any Federal standards bill. 
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The Social Security Act of 1935 placed full responsibility and discretion with 
the States to determine eligibility conditions, weekly benefit amounts, and the 
duration of weekly benefits. 

Congress set up this program in keeping with the tradition of leaving to the 
States those things which they can do most effectively. Thus, Congress recog- 
nized the widely varying living and working conditions in different areas of the 
country, that the States were in the best position to make the necessary adapta- 
tion of these programs to their respective conditions and situations. 

Therefore, I implore you to let the States run this program. I request that this 
letter be made a part of record of the hearings. 


Sincerely, 
. A, HErrry. 


Crown Toor, INC., 
Wabash, Ind., April 2, 1959. 
Re Kennedy-Karsten H.R. 3547. 


House WaYs AND MEANS COMMITTEE, 
Washington, D.C. 
(Attention of Hon. Wilbur D. Mills, Chairman). 

GENTLEMEN: Supplemental unemployment laws should definitely be left up to 
each individual State. We (in Indiana) have already increased unemployment 
compensation from $33 for 20 weeks to $36 for 26 weeks, or a total of $936. 

The above bill would require potential maximum benefits of at least $2,340 in 
a year’s period. 

The application of the controls to the Indiana benefit formula would permit 
$1,500 in wages to qualify a person for $2,340 in unemployment benefits. 


IS THIS THE AMERICAN WAY? 


Surely we can see unfairness to the employee himself, for what incentive to 
work are we creating? 

As for inflation, we would burden the Indiana employer by a conservative 
estimate of $58 million increase over his present cost of $82,800,000. We know 
he will have to provide means to recover this amount. 

Let’s get off this merry-go-round, and spend the taxpayers’ money in improving 
our country, rather than downgrading our people by softening them up. Let’s 
think big, and spend your efforts toward curbing inflation, and educating our 
people. This will do them a lot more good than trying to hurt others to pay 
them subsidies for what they don’t earn. 

We hope you will use your influence in rejecting the above measure, and all of 
the 125 like measures which have been introduced. 

Thanking you for your sincerity and cooperation, we remain 


Very truly yours, 
Leo R. Kastner, Vice President. 


P.S.—We are sending copies of this letter in triplicate to the House Ways and 
Means Committee and request they be made a part of record of the hearings. 


PERFECT CIRCLE CorpP., 
Hagerstoon, Ind., April 8, 1959. 
Hon. D. MILts, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Mitts: We should like to express opposition to H.R. 3547, known as 
the Kennedy-Karsten measure, now under consideration by your committee and 
give you some reasons for our opposition to this bill. 

Passage of this measure would give the Federal Government virtually com- 
plete control over the standards in unemployment compensation. We believe, in 
particular, that the determination of eligibility conditions and amount and dura- 
tion of benéfits is a proper function of the individual States and that such 
determination should remain there. 

A social program such as unemployment insurance is terrifically complicated 
in its implications and effects. Functioning on a reasonable basis, it represents 
a constructive force in the economy. But, published statements of the AFL—CIO 
to the contrary, larger benefits mean higher taxation which must be borne bY 


some 
by th 
creat 
Th 
withi 
healt. 
than 
limit 
throu 
forme 
Al 
third: 
pensa 
gram, 
ited i 
to me 
This 
prohil 
benefi 
The 
sisten 
torica 
fore 
and fa 
The 
least | 
wheth 
benefit 
second 
only t 
more 
is not | 
Indi 
the ca: 
vent a 
provis' 
We 
strong 
by kill 
This 
a part 


measur 
| This 
its une 
benefits 
benefit 
Wage o 
weeks | 
of bene 
includi: 
benefits 

India 
20 weel 


be $36 1 


3: 


——_ Hon. W 
Chairn 
House. 
DEAR 

before 


UNEMPLOYMENT COMPENSATION 1129 


someone, regardless of whether it be borne directly by the employer or eventually 
by the consuming public. A runaway unemployment compensation program can 
create, by its cost impact, the very ills of unemployment it seeks to abate. 

The theory that unemployment benefits sustain purchasing power is sound 
within limits. But if always-larger benefits for nonproduction created an always- 
healthier economy, then there would be no need for anyone to do anything other 
than to wait for a Government agency to ladle out cash. Obviously there is a 
limit to the extent by which the economy can lift itself by its own bootstraps 
through the feeding back of income for which no productive services are per- 
formed. 

A Federal rule that maximum benefits in each State must equal at least two- 
thirds of the average weekly wage of persons covered by unemployment com- 
pensation is exorbitant and inconsistent with the original concept of the pro- 
gram, If unemployment compensation is to be converted from a system of lim- 
ited insurance against the hazards of unemployment to a program which attempts 
to meet fully all normal living needs, then a needs test should be injected into it. 
This would not be desirable, but it would permit the program, without involving 
prohibitive costs, to be more generous to persons in need while withholding the 
benefits from people not in need. 

The provision in the bill for a uniform duration of benefits is wholly incon- 
sistent with any insurance principles in unemployment compensation, which his- 
torically relate both amount and duration of benefits to earnings, and is there- 
fore undesirable. It would result in discrimination against the steady worker 
and favor the person in the labor market only occasionally. 

The serious question in the matter of both proposals of maximum benefits of at 
least two-thirds of average weekly wage and uniform duration of 39 weeks, is 
whether the incentive for a person to seek work rather than to remain on the 
benefit rolls would be destroyed. We think it would, particularly with respect to 
second and third wage earners in a family and to single persons with themselves 
only to support. The more comfortable we make it for people in handouts the 
more we destroy saving incentive and individual initiative. In our opinion this 
is not good for the individuals nor for America. 

Indiana has certain disqualification provisions in its law, as we presume is 
the case with most States. These disqualification provisions are necessary to pre- 
vent abuses in the program. Any proposal, by Federal law, to eliminate such 
provisions would weaken the program and reward the undeserving. 

We feel H.R. 3547 would be a move in the wrong direction and are therefore 
strongly opposed to it. We think your committee would perform a real service 
by killing this measure in committee. 

This letter is being mailed to you in triplicate and we kindly ask that it be made 
a part of the record of your hearings. 

Cordially yours, 
Don H. Treror, 
Chairman of the Board. 


KNIGHTSTOWN TELEPHONE Co. INC., 
Knightstown, Ind., April 6, 1959. 
Hon. D. MILts, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MILLS: We understand that hearings will start April 7 
before your committee on H.R. 3547, commonly known as the Kennedy-Karsten 
measure. 

This bill, as we understand its proposals would require Indiana to amend 
its unemployment compensation program, (1) to pay maximum unemployment 
benefits of $60 weekly, or more, to meet the Federal rule that the maximum 
benefit in each State be equal to at least two-thirds of the average weekly 
Wage of persons covered by unemployment compensation. (2) Guarantee 39 
weeks of duration insuring each person eligible for benefits to a full 39 weeks 
of benefits in any 1-year benefit period. (3) Eliminate any disqualifications, 
ag fraud, which would reduce benefit rights below the full 39 weeks of 

nefits. 

Indiana now offers maximum unemployment benefits of $33 weekly for up to 
20 weeks for a potential total of $660. And after July 4, 1959, the benefits will 
be $36 for 26 weeks for a total of $936. The 1959 Indiana Legislature also made 
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payments under supplemental unemployment benefit plans nondeductible from 
State unemployment benefits otherwise payable, effective March 13, 1959. Legis- 
lation was also enacted whereby municipally owned utilities and their em- 
ployees (except executives) were covered under unemployment compensation, 
effective April 1, 1959. 

Under the present Indiana law, unemployment benefits may not equal more 
than $1 of benefits for each $4 of wages. Were the proposed Kennedy controls 
applied to the Indiana benefit formula, $1,500 in wages would qualify a person 
for $2,340 in unemployment benefits. Thus, $1 in wages could qualify a person 
for about $1.56 in benefits. And we understand this would be true in cases of 
self-employment. 

The Kennedy bill would, according to conservative estimates, increase unem- 
ployment compensation costs in Indiana around 70 to 75 percent. Application of 
a 70 percent increase to the $82.8 million paid in Indiana in benefits in 1958 
would have meant an increase in the cost of doing business that year of $58 
million. 

This bill would specify ceilings of benefit-eligibility requirements above which 
the States might not go. It would invite elimination of experience rating by 
authorizing flat-rate tax reduction for all employers in place of individual- 
employer experience rating. Thus, an employer having a stable record of 
employment would be penalized by employers having less favorable records of 
stable employment. 

The bill would also curtail rather than increase employment by encouraging 
more overtime work by present employees. It would encourage idleness on the 
part of more people than it is intended to help. It would increase the cost and 
selling price of all consumer goods and services thereby adding fuel to inflation. 

Those who are unemployed through no part of their own and who are willing, 
eager and able to work should be helped. But voluntary idleness must not be 
encouraged or subsidized. American taxpayers, already overburdened, must 
not be saddled with further schemes which reflect the image of Huropean “‘wel- 
farestate” patterns, if our American free-enterprise system is to survive. 

This letter is being written and mailed in triplicate with the request it be 
made a part of the records of the hearings. 

Yours very truly, 
BE. C. Manager. 


ALEXANDRIA, INp., April 17, 1959. 
Hon. D. 
Chairman House Ways and Means Committee, 
House Office Building, 
Washington, D.C. 


Deak Mr. Miris: May I express to you and your committee my opposition to 
the Kennedy-Karsten measure dealing with unemployment compensation laws 
and upon which your committee has been holding hearings. 

As I see this measure, it is nothing more than an attempt by the Federal 
Government to dictate to the States and additionally atempts to establish some 
of the European “welfare-state” patterns in his country. As I see it, it will do 
nothing except invite bureaucratic controls and even foster a “drone” type of 
individual who is perfectly willing to let someone else be his support. 

I should like for my opposition to this measure to be put on the record of 
these hearings, and I might add that I have written my Senators and Repre- 
are and asked them to oppose this measure if it appears in the Congress 

‘or vote. 
Very truly yours, 
J. P. MoMAHAN. 


APRIL 9, 1959. 
Hon. D. MIL1s, 
Chairman, House Ways & Means Committee, 
Washington, D.C. 

My Dear Mr. Mus: The Kennedy-Karsten measure, H.R. 3547, is under com- 
mittee consideration in the House, and its basic philosophy is most disturbing 
to those who can see States rights going right down the drain. 

Indiana has been accused of having horse-and-buggy legislation on unemploy- 
ment compensation. We make no apology for using horse sense in paying $36 
a week for 26 weeks to our people who are out of work due to reasons beyond 


their 
work 
not ¢ 
ampl 
State 
le 
that 
such 
whole 
but a 
passe 
of 10 
of th 
woule 
Th 
for tl 
for d 
tives 
can g 
Th 
and ] 
progr 
the y 
1.5 
and ¢ 
not in 
2. I 
peopl 
8. J 
is defi 
The b 
cent « 
to the 
before 
beyon 
suran 
4,1 
shoul 
unem) 
work 
work. 
have t 
5. 7 
cost o 
the ill 
at tih: 
some j 
Nov 
1. V 
ment i 
2. V 
tion 
3. 
Joh 
ests 0: 
such j 
I ar 
of the 


UNEMPLOYMENT COMPENSATION 1131 


their own control and who are able, available, and making an effort to secure 

work. The law is administered as an unemployment insurance program and is 

not considered as relief or a paid vacation. I feel that Indiana is a good ex- 

mee = “ad a sound program can be efficiently and effectively operated at the 
tate level, 

I can understand labor’s desires for Federal controls and minimum standards 
that are far beyond existing State programs, but it is a serious question whether 
such a degree of wage replacement is in the best interests of the public as a 
whole. The increased taxload on business and industry is not a minor factor, 
but all competitors would be in the same boat, and so the added cost would be 
passed on to the consumer who ultimately pays the bill anyway. Ata_ level 
of 10 percent of unemployment on the national scale, the remaining 90 percent 
of the work force who are employed would have to pay higher prices and that 
would reduce buying and production. 

The principle of unemployment compensation is economically sound in caring 
for the jobless on an insurance basis paid by industry. It is one thing to provide 
for day-to-day living expenses, but we must rely on our legislative representa- 
tives to avoid any “pie-in-the-sky” programs or popularity contests to see who 
can give away the most money. 

I have worked in the employment office of a manufacturing plant for 18 years 
and have had experience with both State and Federal administration of the 
program. I have studied and worked with the law and the changes during 
the years and would like to make a few observations relative to the problem: 

1, The wage earnings qualifications for eligibility should be of sufficient amount 
and duration to screen out the intermittent short-time employee who really is 
not in the labor market. 

2. Duration of benefits should not be a flat number of weeks for all eligible 
people, but should vary with length of employment in the base period. 

3. A maximum weekly benefit of $60 or two-thirds of the average weekly wage 
is definitely in excess of the insurance principle of unemployment compensation. 
The best health and accident insurance plans pay maximum benefits of 50 per- 
cent of the average weekly wage, and there is no sound reason to pay more 
to the healthy person who is out of work. Two-thirds of the average wages 
before taxes can be as much as 80 percent of “take home” pay, and this is far 
beyond a short term “tighten-the-belt”’ level of expense that unemployment in- 
surance is set up to cover. 

4. Unscrupulous individuals try to take advantage of every law and there 
should be penalties to apply to such people. The original qualifications for 
unemployment insurance are basic and sound, i.e., the person should be out of 
work because of reasons beyond his control and he must be able and willing to 
work. The argument for simplification of administration has no value if you 
have to abandon the basic principles to accomplish the advantage. 

5. The reported provisions of Federal grants to finance three-fourths of the 
cost of benefits in excess of 2 percent of the States taxable payroll just revives 
the illusion of “free money.” Why bring the Federal Government into the act 
at tihs point? Let each State pay its own share of benefits, and they will have 
some incentive to do an effective job. 

Now we are right back where we started from. 

1. Why should the Federal Government dictate to the States on the unemploy- 
ment insurance problem? 

2. Why should we make it more attractive to draw unemployment compensa- 
tion than to work? 

3. Is this just another and bigger step toward the welfare state? 

John Q. Public wants law and programs that are in the balanced best inter- 
ests of all the people, and we must rely on our elected representatives to provide 
such judgment and statesmanship. 

I am enclosing two extra copies of this letter so that it may be made a part 
of the record of the hearings on the Kennedy-Karsten measure. 

Very truly yours, 
Wattace E. l’ort Wayne, Ind. 


f 

8 

h 

1- 

of 

of 

1d 

n. 

g, 

be 

st 

be 
to 

ws 

ral 

me 
do 
of 
of 

re- 

ess 

om- 

ing 

loy- 
$36 

ond 


1132 UNEMPLOYMENT COMPENSATION 


J. E. Warz, Inc., April 7, 1959. 
Hon. MILs, 
Chairman, House Ways and Means Committee, Washington, D.C. 


Dear Sir: We are defintely opposed to any increase in unemployment taxation. 
We consider unemployment compensation a fringe benefit. Here is an example: 
In an employee earns $5,200 per year, we pay $2.50 per week into social security, 
which is good. We pay 3 percent unemployment compensation which is $3. We 
pay his full group insurance which averages $3 per week. This totals $8.50 per 
employee per week. 

When the above is multiplied by the 35 people we employ, it is a burden of 
$297.50 per 5 working days. When you also consider two 15-minute coffee breaks 
per day for each employee, multiplied by his hourly rate, there is an aditional 
burden of $217.75 per week. The grand total is $515.25. 

We believe in unemployment compensation but, if rates are to be increased, 
feel that they should be deducted from the employees’ wages, thereby creating 
a participating program of employee and employer. We, therefore, wish to go 
on record as opposing any additional expense to our company. 

Sincerely, 
Louis BE. Secretary. 


P.S.—I would like this letter entered as part of the record of the hearings. 


BRAMBLETT & SLOAN, 
Lebanon, Ind., April 6, 1959. 
Re H.R. bill 3547 and Senate bill 791 
Hon. D. 
Chairman, House Ways and Means Committee, 
Washington, D.C. 


Siz: We definitely are opposed to H.R. 3547 sponsored by Representative 
Karsten and also the companion measure to Senate bill 791, introduced by Senator 
Kennedy. 

We, as taxpayers prevail upon you to use your utmost influence to defeat both 
of these as we feel that our taxload is getting almost unbearable without any 
additional weight. 

You, as a representative of the taxpayer can help to bring about the changes 
that are going to have to be made. 

Yours very truly, 
WILLIAM SLOAN. 


TINGLE Business Forms Co., 
Indianapolis, Ind., April 7, 1959. 
Hon. Wiisur D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 


Deak Mr. Mits: The Kennedy-Karsten measure, which I believe is known 
as H.R. 3547, has been called to my attention, and I understand hearings are to 
start in the near future. I would like this letter to be made a part of record of 
the hearings. 

I am very definitely and strongly opposed to this bill. I believe that it is a 
bad thing for the country in general, the people as a whole, and that it should 
be defeated—and I certainly hope it is defeated. 

I will not go into the details on why each point is not good for the country, but 
summarizing the bill as a whole, it is more totalitarian government of a social- 
istic nature and is even very bad socialism. The bill is not set up to help those 
unfortunately unemployed people who are unemployed through no fault of their 
own but is designed more as a general dole to give something for nothing and kill 
individual initiative by encouraging self-created unemployment whereby people 
can receivé income practically equal to that received by being gainfully and 
earnestly employed. 

So, we certainly hope that this bill is defeated in its entirety. 

Very truly yours, 
C. TINGLE. 
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WAYNE PLASTIC CorpP., 
Fort Wayne, Ind., April 7, 1959. 
Hon. WILBUR D. MILLs, 
Chairman, Ways and Means Committee, 
Senate Office Building, Washington, D.C. 


Dear Sir: Our cherished freedoms would certainly be endangered by the 
Kennedy-Karsten measure, known as H.R. 3547. 

In my estimation, it is an insult to right-thinking employees and employers 
alike. A brief perusal of the arithmetical and psychological results that could 
follow passage of this measure, are truly hair raising. 

Insurance is a fine thing, including unemployment compensation. This meas- 
ure, however, cannot be thought of as insurance. The United States of America 
did not get where it is today, nor will we catch up with our cold-war enemies by 
placing a premium on idleness, whether it is voluntary or involuntary. 

My sincere hope is that you do not pass H.R. 3547. 

Very truly yours, 
WAYNE PLASTIC CorP., 
W. W. Burnop, President. 


May & Co., INCc., 
Evansville, Ind., April 6, 1959. 
Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Sir: I would like to give you my views on the unemployment compen- 
sation proposals for which hearings are scheduled for the period of April 7 
through April 15. Apparently, a number of these proposals provide that Indi- 
ana reshape its unemployment compensation program along the lines specified in 
the proposals. 

The amount of weekly benefits proposed, the duration of the payments, and 
the elimination of any disqualification, even for fraud, seem to me to go far 
beyond the purpose of unemployment compensation. If such proposals became 
law the idea of providing temporary compensation for persons unemployed 
through no fault of their own will be changed to a system which encourages 
people not to work. I am sure that with such a system in effect many people 
would work just enough to become eligible for unemployment compensation and 
then purposely quit or arrange to be discharged in order to be able to collect. 
In addition to the obvious objections such an arrangement would also be so 
expensive as to be dangerous to our economy. 

I urge you to oppose such legislation. 

Yours truly, 
GUTHRIE MAy. 


INDIANAPOLIS, IND., April 6, 1959. 
Hon, D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Miiis: I am vitally interested in H.R. 3547 and S. 791 from two 
standpoints: 

1. As an employer now of approximately 50 persons this will make a certain 
percentage of the people we employ work long enough to qualify for this being 
paid for loafing. 

2. Coming from the South these bills will practically wreck the economy of 
the South because, with this amount of pay for loafing, you won’t be able to get 
anybody to work down there. 

Another point, these two bills are pushing us more and more into socialism 
and, as one southerner to another, I hope you will do everything in your power 
to try and defeat them when they come up for discussion. This is the same 
type of thing that in earlier days wrecked the old Roman Empire. 

I am enclosing this letter in triplicate so that you can make it a part of the 
record. 

Most cordially yours, 
TURNER. 
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CoppINGTON Packine Co., INc., 
Greenfield, Ind., April 6, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Str: We feel it imperative that we voice our objections to the proposed 
legislation known as the Kennedy-Karsten measure. 

In the first place we are a small company struggling for existence. Through 
the years we have kept our periods of unemployment to a minimum and haye 
established a very good experience rate with our State employment security 
division. We feel that this rating should not be eliminated or made subject to 
Federal control. 

Secondly, we feel that unemployment benefits are being placed so high that 
workers are not even seeking work as long as they can loaf and draw benefits. 
And along this same line the duration of benefits should be made for shorter 
rather than for longer periods. Certain disqualifications (fraud, admitted or 
proven dishonesty, quitting work without good cause, misconduct) must be 
maintained to provide benefits only for those who are jobless under conditions 
beyond their control and who are able and willing to work and are seeking 
employment. 

Lastly, we feel that employment security legislation should be handled by the 
separate States as provided by the Constitution of the United States. 

We respectfully request that this letter be made a part of record of the 
hearings. 

Yours very truly, 
A. B. Copprneton, Jr. 


Inp., April 6, 1959. 
Hon. Witsvur D. 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Deak Sir: I am opposed to the Kennedy-Karsten measure, H.R. 3547: 

1. It will take authority away from the States and centralize it in the Federal 
Government. Then some day the States will have no authority for one such 
law will lead to another. 

2. It will increase employer taxes and that cost will be passed on to the con- 
sumer. More inflation. 

3. Many habitual absentee workers will find some excuse to draw the benefits 
most all their life. 

Will you please make these a part of the secre of your hearings? 

Very truly yours, 
Pui H. ADAMSON. 


INDIANAPOLIS, IND., April 14, 1959. 
Hon. D. MIs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Deak Mr. Mrs: In regard to the Kennedy-Karsten bill, H.R. 3547, concern- 
ing unemployment compensation, I would like to go on the record as opposing 
such a measure. I am forwarding this letter in triplicate and request that it 
be made a part of the record of the hearings. 

As I see the bill, it would impose rigid Federal controls on what has been 
primarily a State function. Thus it would contribute to the trend of ever- 
increasing centralization of government. Must our Federal Government follow 
the pattern of the welfare state, which leads to bankruptcy? 

In Indiana this bill would— 

1. Increase our costs approximately 70 percent. 

2. Allow potential maximum benefits of $2,340 in a year’s period. 

3. Eliminate any disqualification, even for fraud. 

4. Change the present formula of $1 of benefits for each $4 of wages to 
$1 in wages for $1.56 in benefits, or thereabout. 

I earnestly request that you do whatever is in your power to defeat this and 
similar bills on unemployment compensation. 


Yours truly, 
WENDELL J. DILLINGER. 
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U.S. SENATE, 
Washington, D.C., April 8, 1959. 
Hon. WILBUR D., MILLs, 
Chairman, House Ways and Means Committee, 
U.S. House of Representatives, 
House Office Building, Washington, D.C. 

Deak WILBUR: Enclosed is a copy of a letter to me from Fred O. Carey, vice 
president of the Fred O. Carey & Sons Construction Co., Inc., of Warsaw, Ind., 
in opposition to H.R. 3547. 

I will appreciate very much your placing a copy of this letter in the record 
of your committee proceedings. 

Thank you very much, and best personal regards. 

Sincerely, 
Homer E. CAPEHART. 


Frep O. Carey & Sons ConstrucTION Co., INGC., 
Warsaw, Ind., March 31, 1959. 
Senator Homer E, CaPreHart, 
Senate Office Building, Washington, D.C. 

Dear Mr. CAPEHART: We wish to voice our opinion and feelings against the 
proposed Kennedy-Karsten measure, H.R. 3547. 

Such a high rate of benefits would tend to work against the employee, in 
that many would only work one-third of the year, then loaf the balance of 
the year at $60 per week. People of this kind would be dropped from our em- 
ployment and never rehired. We would also be inclined to blacklist people of 
that sort so that no other employer would get caught the same way. 

Let’s be reasonable about this thing. We have had men leave our nonunion 
employ and take up employment in the same trade ciassification for a con- 
struction firm who runs a closed union shop. Soon after, he gets fired, or layed 
off, then he wants to draw benefits from our reserve account but refuses to 
return to work for the same wages he got before leaving our employ. 

So far, rulings are in his favor. It doesn’t seem to be a matter of the man 
earning a living so much as it is a feather in his cap to be able to scheme some 
way to get something for nothing. 

In this H.R. 3547 you would be paying people for just laying around in 
the way and under foot. Seems we have enough rackets in our country today 
without our Government transforming a charitable organization into a first- 
rate racket. 

Please make this letter a part of record of the hearings. 


Yours very truly, 
Frep O. Carey, Vice President. 


INTERSTATE FINANCE Corp., 
Evansville, Ind., April 4, 1959. 
Hon, Witsur D. MILLs, 
House of Representatives, Washington, D.C. 

My Dear Mr. Mitts: As chairman of the House Ways and Means Committee, 
you have gained nationwide respect for the intelligent manner in which you have 
discharged the responsibilities of your office. It has often been expressed that 
you have viewed the various measures brought before your committee with a 
great deal of objectivity and have attempted to serve the best interest of the 
Nation rather than a select influential group. 

It is for this reason that I would like to express my views to you regarding the 
Kennedy-Karsten unemployment compensation measure scheduled to come before 
your committee hearing April 7, 1959, and ask that this letter be made a part of 
the record. 

America has become the greatest nation in the history of the world for rea- 
sons too numerous to mention, but I feel this greatness has come about primarily 
as a result of the opportunity for the common man to rise above his environ- 
ment, ingenuity, and hard work. Most successful people, I am sure, will testify 
that their measure of success came about as a result of inspiration and perspira- 
tion, not through a dole. 

History has also indicated that a sure sign of decadence is a nation becoming 
effete. What surer way is there to bring this about than through taking away 
the incentive to work by making it easy to remain unemployed. One of the 
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primary purposes of my position as a personnel director is recruiting, and I am 
finding that even in this period of relatively high unemployment good men are 
just as hard to find as in a tight labor market. 

While I would hope that Messrs. Kennedy and Karsten have the interest at 
heart of the unfortunate individuals placed in a situation over which they have 
no control, I am wondering if they are considering the invitation they would be 
extending the freeloaders and the unscrupulous to capitalize on the elimina- 
tion of any disqualifications to draw unemployment compensation, even for 
fraud. Granting that most people are basically honest, some measures still 
have to be taken to insure proper compliance with the law. 

There are many cities throughout the State of Indiana in which $60 a week 
constitutes a very desirable income. By raising the maximum benefit to this 
amount or higher, as it is my understanding this bill would do in Indiana, it 
would encourage an individual not to work. If given a choice most people would 
refuse a job for a like amount on which taxes would have to be paid. 

It is also my understanding that this proposed measure is designed to cover 
business enterprises employing as few as one and two persons. If the Govern- 
ment is interested in encouraging small business to function, this measure is in 
direct contradiction to its intent as it will place an even greater burden on the 
small business owner. This measure, in addition to the proposed extended cover- 
age of the wage-hour law, is going to place the small businessman in an even 
less advantageous position with the large corporations. 

Of equal importance is the inflationary effect of this legislation. As it applies 
to Indiana the bill would increase unemployment compensation costs by a mini- 
mum of 70 to 75 percent, which is bound to add fuel to the fires of inflation. 

To top off the many harmful effects of this legislation in our State, it appears 
to make it possible for a person to qualify for $1.56, or thereabouts, in benefits 
for every dollar in wages earned. This compares to the present ratio of $1 of 
benefits for each $4 earned. This, in my opinion, is absolutely contrary to the 
laws of economics. 

I think it’s about time we recognize the fact that all the dips can’t be taken 
out of the business cycle and quit trying to fashion our fine country into a wel- 
fare state. If we have to give the people monetary benefits, why don’t we do it 
in the form of a reward for achievement? Maybe if we would reduce the taxes 
of the people who worked, more would get out and look for employment. As I 
mentioned earlier in this letter, we are still looking for men, but the effort that 
is expended is ours, not on the part of the men out of work. 

Last of all, in addition to my American heritage, I am proud to be a native 
of the State of Indiana and feel that we as a group of people have demonstrated 
our ability to provide for ourselves. Until proven otherwise, why not give us the 
opportunity to continue to do so. 

Sincerely yours, 
OwEN M. Hamitron, Personnel Director. 


THE KENDALL Co., 
Boston, Mass., April 14, 1959. 

Re Proposed Unemployment Compensation Act of 1959, H.R. 3547. 

Hon, D. MILLs, 

Chairman, Committee on Ways and Means, 

House of Representatives, New House Office Building, 

Washington, D.C. 


Dear Mr. MILits: Our company employs some 7,000 persons and has over the 
years always endeavored to maintain steady employment and a low turnover rate. 
As a result, the above bill is of great interest to us. We are opposed to the bill 
for both human and economic reasons. 

Without reiterating the various technical analyses of the bill which have been 
made and with which you are familiar, we would like to point out the following: 

(1) The establishment of such high rates of unemployment compensation 
serves to destroy the incentive of the individual actively to seek new employ- 
ment. When: taxes, social security, and other wage deductions are taken into 
<a an employed wage earner nets little more than his unemployed neigh- 

(2) The financial incentive to employers such as ourselves to make steady 
employment available is destroyed. By maintaining low turnover rates, our 
company now saves over $400,000 a year under the existing unemployment tax 
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schedule. In the event this bill is passed and uniform rates are thus applied to 
all employers regardless of experience, this incentive toward low-turnover rates 
is destroyed. It will naturally follow that employers such as ourselves will 
reconsider the need for and importance of maintaining steady employment. 

(3) By the same token, this bill is detrimental to the employed wage earner in 
that his likelihood of having steady employment and low turnover is reduced. 

In short, we believe that this proposed Unemployment Compensation Act will 
aggravate rather than alleviate the unemployment problem by destroying incen- 
tives that make men want to work and that make employers want to provide 
that work. 

I would appreciate it if this letter could be considered by the committee and 
printed in the record of the hearings. 

Yours very truly, 
RicHarp R. Hieorns, President. 


INTERNATIONAL MINERALS & CHEMICAL CorP., 
Skokie, Il., April 7, 1959. 

Hon. WiLsur D. MILLs, 

House Ways and Means Committee, 

House Office Building, Washington, D.C. 


My Dear ConGressMAN Mitts: It is my understanding that the Ways and 
Means Committee plans to hold hearings shortly of Federal unemployment com- 
pensation legislation and specifically with reference to H.R. 3547. 

Our company operates more than 50 plants and mines in 26 States. The man- 
agement of our company believes that the best long-range interests of our em- 
ployees, customers, and stockholders scattered throughout the whole United 
States would be served by continuing the States’ control and handling of unem- 
ployment compensation and without the establishing of Federal standards. Dur- 
ing the history of unemployment compensation, the States have gradually and 
continuously increased covered workers and benefits. Flexibility should be 
maintained as is required in the various areas of the country as to eligibility 
requirements, adequacy, and duration of benefits. 

Should certain present legislation before the Congress be made law, the 
majority of the States would be required to pay benefits in some instances in 
excess of the total wages required to earn them. Also, the present practice of 
variable scales of benefits within States between single persons and individuals 
with larger families, such as we have in Illinois, would be broken down. This 
would have the effect of placing the unemployment compensation program directly 
into the category of a relief program which, in our opinion, is not consistent with 
the original or present concept of unemployment compensation. Relief programs 
should be provided in other ways with proper control and administration for the 
same, 

We are appreciative of the opportunity to present our views by letter on this 
type of legislation to the Ways and Means Committee members prior to com- 
pletion of hearings and would respectfully request that legislation establishing 
Federal standards and weakening State control of unemployment compensation 
not be favorably reported out of the committee. 

Very truly yours, 
A. C. THORNTON, 
Director, Personnel and Industrial Relations. 


YAKIMA VALLEY TRAFFIC ASSOCIATION, INC., 


Yakima, Wash., April 14, 1959. 
Hon. D. MILs, 


Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dear CONGRESSMAN: This association which represents fruitgrowers and 
shippers of the Yakima Valley in the State of Washington would like to go 
on record with your committee as opposed to the Karsten bill (H.R. 3547), a 
bill on unemployment compensation. 

We are against the idea of imposing Federal requirements on State unem- 
ployment compensation programs. We believe State governments are in a better 
position to determine what the needs of their unemployed are than the Federal 
Government, and should not be deprived of this responsibility. 
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Furthermore, the benefit standards set are so high as to encourage a worker 
to become unemployed because he could make almost as much money not working 
as he could working. For example, if a worker with a family of four earned $80 
a week, his take-home pay after income tax and social security were deducted 
would be $72.80. His unemployment benefits as proposed by this bill would be 
$53.32, tax free. In our State, he could earn up to $12 a week without losing 
any benefits so this would increase his weekly spendable income to $65.32. The 
difference between $72.80 and $65.32 could easily be used up in additional expenses 
when working such as transportation to work, lunches, union dues, ete. 

Passage of this bill would destroy present State systems of employer experience 
ratings—a device which provides tax incentives to employers who stabilize jobs. 
This would be a step backward. 

Yours truly, 
F. W. SHIELDs, Jr. 


House or REPRESENTATIVES, 
Washington, D.C., April 14, 1959. 
Hon. MILLS, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DeAR Mr. CHAIRMAN: Mr. Thomas A. Kirkwood, of Norwalk, Conn., a constit- 
uent of mine, has written me regarding H.R. 3547, the unemployment Compensa- 
tion bill now being considered by your committee. 

Mr. Kirkwood’s letter is attached and I would appreciate his views being 
made available to the entire committee and also made a part of the official 
hearing record on this legislation. 

Sincerely, 
Donavp J. IRWIN, 
Member of Congress. 


IDWARDS Co., INC., 
Norwalk, Conn., April 6, 1959. 
Hon. Donap J. Irwin, 
House of Representatives, 
Washington, D.C. 


Dear Don: I am writing you concerning the unemployment compensation 
hearings that are starting April 7. I refer to the Karsten-Kennedy bill, H.R. 
3547-S. 791. 

I do not believe that the best interest of the employee, or the public, and I 
know, the best interest of the employer, is not served by this legislation. 

There are many provisions in the bill that are not sound, but I will point out 
only three: First, the federalization of the State unemployment compensation 
programs; second, the abolishment of merit rating; and third, the extreme 
liberalization of the benefit program. 

As to federalization, unemployment compensation is a State problem and has 
been very successfully handled at the State level. The citizens of the State best 
know and can decide what kind of a program is needed. The closer the govern- 
ment to the governed, the better the government from the governed’s view. Let 
the States run their own business. 

Merit rating is a reward and an incentive to the employer to stabilize employ- 
ment, to wipe out the peaks and valleys. To the degree an employer stabilizes 
his employment, he lowers his unemployment compensation rate, because he is 
reducing unemployment. Merit rating is in practically all of the State unem- 
ployment compensation programs, and has been for a long time. If it were not 
sound, I am sure it would have been discontinued by the States, so why change? 

The scale of benefits in the Karsten-Kennedy bill far exceeds the highest in 
effect in any State and the duration of payments is also greater. This could 
create a sitnation where a man could work no more than 4 months and earn 
about $1,000, then draw as much as $1,350 in the next 9 months. I have esti- 
mated that in our company, here in Connecticut (which State is tops in bene- 
fits), f this bill is enacted our unemployment tax bill would jump from about 
$17,000 to about $42,000 annually—quite a jump. 

These changes, I am sure you realize, are very inflationary and certainly 


anything that can be done to curtail the depreciation of the dollar should be 
done. 
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| am sorry that I didn’t see you when you were home for Easter, but I did 
hear part of a broadcast you-made on Sunday, the 5th. I was returning from 
Massachusetts yesterday and was up near Sommers*or Rockville, Conn., and: 
turned on the car radio and who did I get? Congressman Irwin of the fourth, 
and in the Hartford Congressional District. You cover a lot of area. 

Regards, 
T. A. KirnKwoop. 


NorrH CAROLINA TEXTILE MANUFACTURERS ASSOCIATION, INC., 
Charlotte, N.C., April 9, 1959. 
Congressman MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, 
Washington, D.C, 

Dear CONGRESSMAN MILLS: Our association represents the textile manufactur- 
ing industry in North Carolina, an industry which comprises nearly half of the 
total manufacturing within this State and which employs some 217,000 North 
Carolina workers. 

Speaking for this industry, we respectfully request that this letter be made a 
part of the official record in connection with the public hearings your commit- 
tee is conducting on various unemployment compensation bills. 

We are completely opposed to the federalization of the unemployment com- 
pensation program in any degree whatsoever. It is our feeling that any legisla- 
tion which would establish Federal minimum benefit standards and which would 
compel the States to take similar action, would deprive the North Carolina Leg- 
islature of its rightful authority in such matters. 

Industry in North Carolina takes pride in its sound unemployment compensa- 
tion fund and in the manner in which the program is administered by the State. 
And we respectfully suggest that our own State government is better equipped 
to know, understand and meet our own unemployment compensation problems 
than would an agency geographically removed. 

We believe that our experience rating plan and procedures is sound and that 
it has been accorded judicious handling. We will do all within our power to 
preserve it. And, therefore, we strongly oppose any plan which would extend 
the wage base on which the unemployment tax is now paid. Obviously, any 
effort to increase the present wage base from the first $3,000 of earnings to the 
first $4,200 of earnings of an employee would undermine experience rating. 
Annual wages would be smallest in industries where there is heaviest unem- 
ployment. Conversely, they would be highest in industries which have stabilized 
employment to the highest degree possible, consistent with economic conditions. 
Broadening the wage base would, therefore, impose a penalty on those who have 
been most consistently endeavoring to stabilize employment. 

Recognizing the seriousness of any movement to federalize unemployment 
compensation administration, there has just been introduced in the General 
Assembly of North Carolina a joint resolution opposing federalization. The res- 
olution embodies a provision expressing the dedication of the people of our 
State to the proposition that matters relating to the amount and duration ef 
unemployment insurance payments should be left to the discretion of the State 
governments because of the widely varying economic and other conditions which 
exist among the States. 

We strongly urge that the present tax base of $3,000 in wages be left un- 
changed, so that experience rating in our State will not be weakened and pos- 
sibly destroyed. With all the emphasis at our command, we register our oppo- 
sition to the federalization of the unemployment insurance program in any 
manner. 

We have the deep and abiding conviction that these are State matics, and 
as such, should remain under State control. 

Respectfully, 
W. Cannon, President. 
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ALABAMA TE@TILE MANUFACTURERS ASSOCIATION, INC., 
Lanett, Ala., April 1, 1959. 
Congressman Witsur D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 


Congressman Mills, according to press reports from Washington, your com- 
mittee will begin, on April 7, 1959, public hearings on a series of bills con- 
cerning various phases of unemployment compensation. 

We wish to express the views of the Alabama textile industry on the subject, 
and request that this letter be made a part of the official record. 

Some of the proposed changes cause much concern to those of us who con- 
stitute the management of an industry presently employing 42,200 Alabama 
workers. (This is the latest employment figure released by the State of Ala- 
bama, Department of Industrial Relations, for January 1959.) 

Primarily, we wish to register our complete opposition to federalization of 
the unemployment compensation program in any degree. There are sound rea- 
sons for such a positive stand. People are not, and cannot be, standardized. 
Conditions of employment are also involved and complex, and cannot be 
standardized. - 

Amounts and duration of benefits are matters that can be understood only 
by State legislatures, which are close to their people and their problems. Even 
in neighboring States there are often major differences. 

In Alabama we have a sound fund and an excellent administration of our 
unemployment compensation program. In legislative matters we have evolved 
a method of handling that works. All bills pertaining to unemployment com- 
pensation are sent to one specific committee, and there referred to a special 
subcommittee, whose members have more knowledge of the complex subject 
than the full committee. 

Over a period of time, during the Alabama legislative session, representatives 
of industry and labor meet with officials of our department of industrial rela- 
tions and study the proposals together. From these meetings evolve agree- 
ments that the special subcommittee of the legislature uses to shape the bills 
presented and it practically always is this agreed legislation that is passed— 
because there has been a meeting of minds and an understanding of our own 
conditions. 

Under any federalization of unemployment compensation matters this demo- 
cratic procedure would be completely abrogated. 

Experience rating is a phase of unemployment compensation that has been 
very wisely handled in Alabama, and we are positive and determined—insofar 
as we can do so—to see that the purpose and original agreements of experience 
rating are continued. : 

For example: We understand that the administration plans to advocate 
extension of the wage base on which the unemployment tax is now paid from 
the present first $3,000 of wages paid to $4,200 of wages paid to each employee. 

Anyone can see, without being a seventh son, that this would be a backward 
step in experience rating. Annusl wages would be the smallest_in industries 
where there is heaviest unemployment. They would be highest in industries 
which have followed good experience rating programs and maintained the best 
employment stabilization possible under economic conditions. 

To broaden the base would make it a penalty to continue efforts to stabilize 
employment and would offer a premium to those least interested in employment 
stabilization. 

That-is why we feel broadening the base would be a definite backward step. 
It would also be a complete reversal of the basic premise upon which our State 
government sought and gained industrial backing which led to installing the 
unemployment compensation program in Alabama. We have been intimately 
connected and concerned with the subject since it was first proposed, during the 
administration of Gov. Frank M. Dixon. 

We urgently request that the Federal Government see the wisdom of leaving 
eontrol of the unemployment compensation program in the hands of State legis- 
latures, practically all of which are now meeting or will be meeting soon. 

We are emphatic in registering opposition to any proposal to federalize the 
unemployment compensation program in any way, because it is achieving its 
best results under State control, for it is the nature of this human subject that 
local control and administration will always provide the best human results. 
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We strongly advocate that the present tax base of $3,000 in wages be left 
unchanged, so that true experience rating will continue. This will continue to 
help achieve the original objective of stabilization of employment. To broaden 
the base is to offer a premium for nonstabilization. That is the opposite of the 
original idea underlying experience rating. 

In final summary, we offer these views because we are convinced that they are 
in the best interest of our workers in Alabama who are covered within the present 
unemployment compensation program. 

We request that these views be made a part of the official proceedings of the 
public hearings, and we shall appreciate your courtesy in so doing. 


BE. R. LenmMann, President. 


THe AMERICAN CoTron MANUFACTURERS INSTITUTE, INC., 
Washington, D.C., April 17, 1959. 
Hon. D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Mrits: We are submitting herewith a resolution on unemployment 
compensation which was adopted by the board of directors of the American 
Cotton Manufacturers Institute on March 18, 1959. It will be appreciated very 
much if you will have the resolution incorporated as part of the record in connec- 
tion with the hearings your committee has held on this legislation. 

The resolution is filed on behalf of the American Cotton Manufacturers Insti- 
tute, which has its headquarters in Charlotte, N.C., and other offices in New York, 
Clemson, S.C., and Washington, D.C. The institute is the central trade associa- 
tion for manufacturers of textiles. from cotton, manmade fibers, and silk. Our 
concern as a trade organization and as an industry, therefore, includes the fibers 
which account for 93.8 percent of total fiber and filament consumption in this 
country. 

Our organization represents about 80 percent of the spindles and looms in the 
industry, which has a normal employment of approximately 1 million men and 
women, 

The enactment of the proposed legislation, H.R. 3548, would completely upset 
the present pattern of unemployment compensation insurance. Therefore we 
hope that you and the committee will not take action contrary to the position 
of ACMI expressed in the resolution. 

Sincerely yours, 
James A. CHAPMAN, President. 


A RESOLUTION—UNEMPLOYMENT COMPENSATION 


Whereas the Federal Temporary Unemployment Compensation Act of 1958 
has led to a depletion of the unemployment compensation tax reserves in many 
States and tends to encourage a dole system ; and 

Whereas, the Kennedy bill, S. 791, and a number of companion bills intro- 
duced in the House of Representatives will result in expanding the harmful 
effects of the act of 1958, including large increases in the maximum weekly 
benefits, lengthening the payment periods, decreasing the requirements for 
eligibility of claimants, likely destruction of the merit rating provisions in the 
different State laws, will endanger the welfare of deserving employers and de- 
serving employees and generally will lead to the establishment of a dole sys- 
tem with all of its disastrous results ; now therefore, 

The Board of Directors of the American Cotton Manufacturers Institute urge 
the Congress to permit the Temporary Unemployment Compensation Act of 
1958 to terminate and end on April 1, 1959, without extension; and further 
urge that the administration of unemployment compensation programs shall be 
left with the different States under the provisions of Federal legislation exist- 
ing prior to 1958, with such amendments to the State laws and programs as 
have been adopted or may hereafter be adopted by the several States. 

And further resolved, That the members of our institute should acquaint 
themselves with the dangers of the proposed Kennedy and companion bills and 
they are urged to communicate their views on these measures to their respec- 
tive Senators and Congressmen. 
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION ON AMENDMENTS TO 
UNEMPLOYMENT COMPENSATION LAWS AND IMPOSITION OF FEDERAL STANDARDS 


The pending legislative proposals to establish certain Federal standards in 
the administration of unemployment compensation should not be enacted. 

The existing program, designed to aid in the relief of temporary involuntary 
unemployment is essentially a State-operated program. State legislatures, in 
developing the State programs, have designed them in the main to meet local 
conditions. In discharging this responsibility there is much evidence that in- 
dividual States have pioneered the enactment of new provisions, which having 
been proved satisfactory under trial, have been adopted by other States. We 
believe the opportunity for development of policies and administrative tech- 
niques at the State level represents one of the sound features of the prevailing 
program. The enactment of Federal standards would greatly weaken if not 
actually destroy this feature. 

State government has not been too late with too little in this field. It is 
reported that: (1) The weekly benefit amount has increased faster than the 
cost of living than the average weekly benefits now buy about 40 percent 
more goods than the benefits of 1989; (2) duration of benefits has increased 
substantially; the total real protection provided by the program has nearly 
doubled; (3) the waiting period before starting to draw benefits has been 
steadily shortened. Compared with 1939, when a 3-week period was common, 
no State now requires more than 1 week and 5 States require no waiting 
period at all. In short, a claimant today, compared with 1939, starts receiving 
benefits more quickly, gets them for a longer period, and can buy more real 
goods with them. 

The American Farm Bureau Federation favors decentralization of responsi- 
bility to the greatest extent possible as indicated in the following resolution: 

“We favor increased emphasis on the assumption of responsibility by States 
and local units of government for the exercise of their appropriate functions. 
Proper public functions should be performed by that division of government 
closest to the people which can administer them effectively.” 

We believe the imposition of Federal standards is undesirable in that it rep- 
resents a departure from a policy of a generation, which, once it is broken, 
will lead to an ever-continuous invasion by the Federal Government of this 
domain. The Federal system of government has done too much for America to 
place it in a position to be weakened through assumption at the national level 
of responsibility for functions now being carried on at the State level. 

We recommend no action be taken on the pending bills. 

We respectfully request this statement be incorporated in your hearing record. 


STATEMENT ON FEDERALIZATION OF STATE UNEMPLOYMENT COMPENSATION BY 
THE CONFERENCE OF STATE MANUFACTURERS’ ASSOCIATIONS 


The Conference of State Manufacturers’ Associations, composed of State 
associations of manufacturers, appreciates the opportunity to express its oppo- 
sition to federalization of the unemployment compensation systems of the States. 

The State associations joining in this statement are: 

Associated Industries of Alabama 
Associated Industries of Arkansas, Inc. 
California Manufacturers Association 
Manufacturers Association of Colorado 
Manufacturers Association of Connecticut, Inc. 
Associated Industries of Florida 
Associated Industries of Georgia 
Illinois Manufacturers Association 
Indiana Manufacturers Association 
Iowa Manufacturers Association 
Associated Industries of Kansas, Inc. 
Associated Industries of Kentucky 
Louisiana Manufacturers Association 
Associated Industries of Maine 
Associated Industries of Massachusetts 
Michigan Manufacturers Association 
Minnesota Employers Association 
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Mississippi Manufacturers Association 
Associated Industries of Missouri 
Associated Industries of Nebraska 

New Hampshire Manufacturers Association 
Associated Industries of New York State, Inc. 
Ohio Manufacturers Association 
Associated Industries of Oklahoma 
Associated Oregon Industries, Inc. 
Tennessee Manufacturers Association 
Texas Manufacturers Association 

Utah Manufacturers Association 
Associated Industries of Vermont 

Virginia Manufacturers Association 

West Virginia Manufacturers Association 
Wisconsin Manufacturers Association 

The Conference of State Manutactureis’ Associations is opposed to the imposi- 
tion of Federal benefit standards upon State unemployment compensation laws. 

Federalization of benefit policies would take from the States the right and 
responsibility to determine unemployment compensation policies. It would com- 
pletely disregard the experience gained over many years by members of State 
legislatures who have become thoroughly familiar with this complicated and 
technical field of legislation. It is completely contrary to the principle this same 
committee stated in 1935 that: “Except for a few standards * * * the States are 
left free to set up any unemployment compensation system they wish without 
dictation from Washington.” 

Under a federally dictated, uniform system, as proposed in the measures pres- 
ently before this committee, concepts completely foreign to a well-balanced un- 
employment compensation system would be embraced. States would be required 
to pay the same benefits for the same length of time to everyone, regardless 
of whether the unemployed person had worked only a few weeks or 5 years. 
Benefit payments would be so high, in Many cases, that very little margin would 
exist between weekly benefits and the take-home pay an individual might expect 
to earn if he should seek a job. The States would be prohibited from denying 
benefits to applicants who quit their jobs without cause and refuse to accept 
suitable jobs. The States would be invited to reduce their own taxes, to finance 
benefits from Federal funds, and to confine their experience rating programs 
within such a harrow range as to severely limit, if not eliminate, the existing 
incentives for employment stabilization. 

Misrepresentation has been used in attempts to support federalization. Those 
who exhaust present State benefits are not necessarily dependent upon wages, 
as has been stated, and, in fact, about half are usually young people and women 
who are not family heads. 

Unemployment compensation has been criticized for its failure to meet prob- 
lems of long-term unemployment when it was never intended for that purpose. 
Unemployment compensation was designed to provide partial compensation dur- 
ing a relatively short period. 

Proponents of federalization have stated that payments are generally in- 
adequate, without backing up the charge with anything more factual than their 
own opinions. State laws have been criticized as not fulfilling the original 
intent of the Social Security Act of 1985 when, in truth, States are paying 
far more in benefits than was originally contemplated; benefits are being paid 
sooner ; benefits are being paid longer. 

In short, the Conference of State Manufacturers’ Associations believes unem- 
ployment compensation is a State matter which has been and can be handled 
successfully by the States. We also firmly hold that the preservation of a sound 
unemployment compensation program in the United States depends upon protec- 
tion of the integrity and independence of State systems. 


To the Chairman, Hon. Wilbur D. Mills, and the Committce on Ways and Means, 
U.S. House of Representatives, Washington, D.C.: 


We respectfully request consideration of the position of Louisiana business as 
outlined herein on the various proposals before your committee to specify Fed- 
eral standards for employment security and tax increases which the States 
would be forced to meet. 
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This position is coordinated and endorsed by the trade and business axssocia- 
tions of Louisiana whose names are subscribed hereto, the membership of which 
totals some 50,000 businessmen. 


POSITION OF LOUISIANA BUSINESS ON FEDERAL STANDARDS REGARDING Emp.oy- 
MENT SECURITY AND UNEMPLOYMENT COMPENSATION 


Recommendation of the President’s Committee in 1985 was for a Federal-State 
unemployment compensation system, with the States to.establish the benefit 
amount, duration, eligibility requirements, and disqualification provisions, sub- 
ject to a minimum standard restricted to the following: 

(1) Benefits must be paid through employment offices. 

(2) All contributions collected by the State must be deposited in the unem- 
ployment trust fund in the United States Treasury. 

(3) All money wihdrawn from the fund must be used solely for the pay- 
ment of benefits, with certain exceptions. 

(4) Benefits may not be denied to a person for refusing to accept new work 
under any of the following conditions: (a) if the position offered is vacant 
due directly to a strike lockout, or other labor dispute; (0b) if the wages, 
hours, or other conditions of the work offered are substantially less favor- 
able to the individual than those prevailing for similar work in the locality; 
and (c) if asa condition of being employed the individual would be required 
to join a company union or to resign or refrain from joining any bona fide 
labor organization. 

The House committee report and the Senate committee report on the provi- 
sions of the bill which was finally enacted into Federal law contained the bases 
on which the Federal-State system was adopted. 

Since then, ail State and Territorial legislatures, hundreds of State manage- 
ment-labor committees, advisory councils, and thousands of experts have worked 
millions of man-hours to develop fair and realistic unemployment compensation 
systems and the State governments themselves have spent even more time in 
their proper administration. Each State and Territorial legislature can do what 
is proper for its State and it knows its State’s problems. Is it realistic for the 
Congress to assume that the work of the States and local people has been all 
wrong, and that the Federal Government could do a better job than all the people 
in the States have been able to do in nearly a quarter of a century? 

The decision of whether an unemployment compensation system is adequate 
or inadequate should rest with the people of the State involved. The law 
establishing such a system should reflect the desires of the people of that State. 
Certain fundamental principles are basic to the proper functioning of the unem- 
ployment compensation system. The demands made upon the system will vary 
from State to State because of the differences in industrial, economic, and social 
characteristics. What may be sound policy for one State may not be sound for 
another. It is neither fair nor sound to establish a standard of benefits based 
upon a high industrial economy for application to a low-wage nonindustrial 
State, or to apply low benefits to a high-wage industrial State. 

As the economy of a State changes, the legislature recognizes changing con- 
ditions and acts to adjust its unemployment compensation law to meet the chal- 
lenge of the new economic structure. 

To deny the legislative processes of the States is to deny the propriety of the 
very basis of our constitutional system, which recognizes the sovereignty of the 
constituent States and the capacity of the people to govern. 

Accordingly, the position of Louisiana business is very clear as expressed in the 
following: 

I. Louisiana business is dedicated to maintain the constitutional relationships 
between the Federal and State Governments. In resisting changes by usurpa- 
tion, it is resisting the process of death in the elimination of the legitimate 
rights of the States to keep governmental responsibility and authority in the 
hands of their people. 

II. Louisiana business therefore witnessed with deep regret the usurpation 
of States rights in the field of unemployment compensation by the Congress of the 
United States when in 1955 it amended Federal standards to tax employers of 
four or more rather than eight or more as originally adopted in 1935 and as 
then proposed to the States. The States were not permitted to concur in or 
ratify such action but by the device of an overhanging vast Federal tax in- 
crease were constrained to amend their laws. 
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cia- Such action could be construed as not affecting the rights of the State of 
ich Louisiana since that State in 1940 (or 15 years before the 1955 usurpation of 


rights) had seen fit to enact voluntarily identical legislation for the good of its 
economy and the employment security of its people. Nevertheless, the action 
LOY- of the 1955 Congress infringed upon the rights of Louisiana and now further 
usurpation is proposed to your committee. 
Ill. Confidence of Louisiana business was stimulated by the action of the 
House Ways and Means Committee in— 
efit (a) Rejecting the Sidney Hillman war displacement bill in 1942. 
(b) Rejecting amendments to the George reconversion bill in 1944; 
(c) Voting down supplementation proposed in the administration war 
mobilization and reconversion bill in 1945. 


em- (d) Rejecting the proposal in the Moody-Dingell bill of 1952. 
; It is prayed that the House Ways and Means Committee in 1959 will again 
pay consider inviolate the rights of the States to amend their laws on employment 


security as they find advisable without interference by the Congress of the 
york United States. 
IV. Louisiana business considers that the rights of the State of Louisiana 
Bes, would be usurped by any action of Congress which would force the State by 
means of an overhanging vast Federal tax increase to extend coverage when its 
legislature has consistently refused to do so during the past 8 years. During 
fide those years the Louisiana Legislature has not deemed that such measure would 
contribute to employment security in this State. 
Thirty-one other State legislatures have rejected similar proposals. The 


—_ recommendation before your committee proposes to remove their right to judge 
anes this matter and to repeat the usurpation of that right by the 1955 Congress of 
the United States. 

cual V. Louisiana business doubts the propriety and questions the competency of 
tion any person or small group, particularly those not citizens of this State, to 
me categorically state as is done in the enacting clause of some of the bills before 
shat your committee that: 

_ (a) The State of Louisiana has not carried out the purposes and 
nai objectives of the Social Security Act of 1935. 

- (b) Substantial categories of workers are not covered for such benefits. 
oe (c) Benefit payments are inadequate to provide the worker and his 
aie family with the basic necessities of life. 
low The State of Louisiana has most closely adhered to the purposes and objec- 
bate tives of the Social Security Act of 1935 despite the efforts of outside forces to 
onan change them. These purposes and objectives are: 
oan (a) Unemployment benefits were originally and now are intended only 
Him for those out of work through no fault of their own, who are able to work, 
| for available for work, and willing to accept suitable work at the prevailing 


poe rate in the community. 
As (b) Unemployment benefits are a partial replacement of wages to meet 


trial basie necessary living expenses. 

sea. (c) Such benefits should be on a sound economie and fair basis both 

teal to the worker and to business, without reducing incentive to work and to 

. seek work and without destroying the incentive to employers to stabilize 

the employment. 

‘the As late as 1958 the Louisiana Legislature by its actions confirmed these pur- 
poses and objectives and rejected every proposal made to depart from them. 

» the Proposals before your committee, in principle, seek to repudiate the action 
of the Louisiana Legislature and to require it to adopt almost identical meas- 

hips ures which it has just rejected, as being unsound and a deterrent to employ- 

rpa- ment security in Louisiana. 

ake In 1938, the year benefits were first paid, Louisiana was primarily an agri- 

the cultural State with its manufacturing confined principally to lumbering, food 
products, and textiles. The population was largely rural. 

tion Since then, there has been a change in our economy to one tied to oil and 


f the gas, with increased industrial activity and reduced agricultural development. 
The population has shifted much from rural to urban. While industry required 


a = an investment of $7,000 per employee in 1938, today an investment of some 
" or $80,000 is needed for each employee in new manufacturing establishments. 
© -in- Industrial development brought about higher wages, greater employment, and 


higher standards of living. 
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The Louisiana Legislature has adjusted its employment security law through 


the years to take into account economic changes. 


challenge: 


Here is how it has met the 


Year 


Base period earnings 
required for eligibilty 


Benefits 


Weekly 
amount 


Maxi- 
mum 
amount 


Waiting 
period 


Duration of payment 


1936 (Original law) - 


1938 amendments. 


1940 amendments. 


1944 amendments- 


1948 Amendments 


13 weeks of employ- 
ment during year 
immediately pre- 
ceding claim 


16 times weekly 
benefit amount in 
in first 3 of last 4 
completed calendar 
quarters immedi- 
ately preceding 
claim 


20 times weekly 
benefit amount in 
first four of last five 
completed calendar 
quarters preceding 
claim 


30 times weekly 
benefit amount in 
base period 


30 times weekly bene- 
fit amount in base 
period 


4 weeks... 


2 weeks... 


2 weeks_ 


1 week 


1 week_. 


Lesser of 25 percent 
of base period earn- 
ings or 15 weeks 


Lesser of one-sixth of 
base period earn- 
ings or 18 weeks. 

A seasonal provision 
also 


Lesser of one-fourth 
base period earn- 
ings or 20 weeks. 

No seasonal provision 
but study to be 
made 


Lesser of one-fourth 
base period earn- 
ings or 20 weeks. 

No seasonal provision 
but study to be 
made 


Lesser of one-third of 
base period earnings 
or 20 weeks. 


esti 


|| 
1958. - 
50 per- | 15 times | 
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of full ly 
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Not 
less 
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$5 nor 
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igh 
he Benefits 
Base period earnings Waiting 
Year required for eligibility period {| Duration of payment 
Weekly | Maxi- 
amount mum 
amount 
nt 
1958... ae 30 times weekly bene- | 40 $980 | Week of | Lesser of 40 percent of 
fit amount in base of wait- base period earnings 
Bes period. total ing or 28 weeks. 
wages pay- 
in able 
n- high- after 6 | 
est con- | 
quar- secu- 
ter. tive | 
Not weeks | 
less unem- 
than ploy- 
$10 ment. 
nor Earn- 
more ings 
than of $5 | 
$35. week- | 
if ly per- 
mit- 
ted 
with- 
out 
reduc- 
tion 
in 
bene- 
fits. 


: As will be seen later the Louisiana Legislature did not see fit to adopt recommended increases proposed. 


In the States computing weekly benefits as a percentage of highest quarter 
n earnings, Louisiana is among the five States which give the highest percentage. 

In the States computing maximum benefits on a percentage of base period 
earnings, Louisiana is second in the Nation. 

During the past 21 years Louisiana’s average weekly wage has risen from 
$22.19 to approximately $78. Average weekly benefits have risen from 37.9 per- 
cent of average wage to 41.3 percent of average wage, or from an average weekly 
benefit of $8.41 to an average weekly benefit of $31. While Louisiana’s average 
wage has increased 251 percent during that time, the average weekly benefit has 
increased 268 percent. The present buying power of Louisiana’s unemployment 
compensation benefit is 75 percent greater than in 1938 as compared with the 
national average increase in benefit purchasing power of 37 percent. Meanwhile, 
the Louisiana Legislature in 1952 placed financing safeguards in the Louisiana 
employment security law to accelerate average tax rates directly in proportion 
to increased benefit payments. In this respect, no other State law has so ade- 
quately provided. 

VI. The paramount question is whether Congress or the Louisiana Legislature 
shall have the right to determine— 

(a) The weekly amount and duration of State benefits. 

(0) Eligibility requirements for State benefits. 

(c) Coverage of employees for State benefits. 

(d) Effect of such benefits on Louisiana’s economy and the stabilization 
and security of employment of its citizens. 

2s However, full consideration should be given to the details of proposals to 
establish Federal benefit standards and their effect on Louisiana business. 

(a) Louisiana business sponsored the only bill in the 1954 Louisiana Leg- 
islature to increase the weekly benefit amount and duration. In 1956, busi- 
ness sponsored another bill to increase the weekly benefit amount and dura- 
tion. In 1958 the Louisiana Legislature, after a healthy compromise of 
Louisiana business and organized labor, increased the weekly benefit amount 
to $35 and the duration to 28 weeks. Thus, Louisiana is now second in the 
Nation in duration and close to the top in maximum benefits. The average 
weekly benefit in Louisiana is now $31. This is the highest in the South 
and among the highest in the country. 
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(b) During the 12 months ended February 28, 1959, the Louisiana Em- 
ployment Security Division’s published records show a total of $32,855,713 
paid in benefits. This represents an increase of more than 30 percent in 
dollars for the last 6 months over the first 6 months. This is the result of 
the increased amount and duration of benefits since the weeks of compen- 
sated unemployment decreased in the last 6 months by 10,626 weeks. I 

Lousiana business gages the degree of employment security increased by a 
Gecrenee in number of weeks compensated and not by the amount of money t 
paid out. 

Louisiana Employment Security Divisions’ published figures show that 
63 percent of all new claimants are eligible for the maximum amount. An 
analysis of these figures shows that with 37 percent not eligible to the maxi- 
mum and with a $31 average weekly benefit, it follows that the approxi- 
mate average weekly benefit amount of this large group of 37 percent is 
$24. This would mean average weekly earnings of $37 in their highest 
quarter. This benefit then represents 65 percent of gross average weekly VI 
wage for this group. Federal benefit standards propose 50 percent, which unel 
would mean a 15-percent reduction in weekly benefit amount for this group. verse 

(c) Proposed Federal standardization would force Louisiana to enact in th 
almost immediately a $52 maximum weekly benefit amount and provide ening 
an escalator maximum geared to any average wage that the Federal agency ing tl 
in any manner chose to determine each year, since even now that agency Th 
prescribes the method for State reporting and determining average wage. has 1 

(d) Proposed Federal standardization would force Louisiana to adopt only 
uniform duration of 39 weeks for all claimants eligible for any benefit. whicl 
According to the Louisiana Agency’s published statistics, about 50 percent A ¢ 
of all current claimants are eligible for the maximum duration of 28 weeks. Louis 
These Federal standards would make all claimants eligible for 39 weeks. Mo 

(e) Since Federal standardization would require no more than $1,560 
earned in a year to obtain $2,028 in benefits for a year, the proposal before t 
your committee is to force Louisiana to pay $1.30 in benefits for $1 earned. I 

(f) Since under the Louisiana statute some $37 million annually is being 
currently paid in benefits, summation of the dollar effect of the foregoing i 
proposed Federal standards can be conservatively reduce to: f 

(1) A minimum of 48 percent increase in average weekly benefit t 
amount. 

(2) A minimum average increase of 40 percent in duration. a 

(3) A minimum composite average increase of 75 percent in benefit 
cost : yielding 

(4) Anticipated annual outlay of $60 million in benefits. 

(g) Tax effect on Louisiana business would be as follows: 

Present average Louisiana Employment Security Tax Rate, 1.1 per- 
cent (yield annually, $16,775,000). 

Anticipated minimum average tax rate brought about by 1958 legis- 
lative amendments (yield annually, $21,350,000), 1.4 percent. 

Present fund balance, $140 million. 

Proposed Federal standardization would absorb this balance in ap- 
proximately 3 years. 

Louisiana’s current annual taxable payroll (6-30-58), $1,525 million. 

Average rate required to pay $60 million annually in benefits, 3.9 
percent. 

Increase necessary in average tax rate if Federal standards were 
adopted by Louisiana, 2.5 percent ($1,525 million X 2.5 percent—$28,125,- 
000 annual tax increase to Louisiana business representing a tax in- 
crease of 178 nercent). 

It would be difficult to believe that the Louisiana legislature would vol- 
untarily and in its considered judgment enact such a tax inerease, even 
if such measure did not require a two-thirds majority vote as its constitu- 
tion now provides. 

(h) As bait to get the States to adopt Federal standards by July 1, 1960, 
the proposals provide for continuation of the credit of State taxes against 
the Federal tax of 3 percent. | 

For those States which do not adopt these Federal standards by July 1. 
1960, business would pay the full 3 percent tax to the Federal Government 
and would also have to pay the State tax. 
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m- In Louisiana this would mean an additional tax on business of $41,175,000 
13 on its payrolis annually. (Presently the Federal tax is 0.8 percent on 
in $1,525,000,000 or $4,575,000. The new tax would be 3 percent on $1,525,000,- 
of 000 or $45,750,000 annually, or an increase of 900 percent. ) 
n- For this, Louisiana would receive nothing and would further be obliged to 

pay its own annual administrative cost of about $3,000,000. 
a This new tax money would go into the Federal Treasury and could be used 
ey to increase grants or loans to the States which accepted the bait. 
. Alternatives in the proposals before your committee then are: 
at (1) Force the State of Louisiana to increase its State employment 
An security tax rate by a minimum of 178 percent, thus destroying much uf 
xi- the incentive to work and discouraging stable employment by the de- 
xi- struction of experience rating, or 
is (2) Penalize Louisiana business $44,175,000 annually for a Federal 
ast tax from which Louisiana will receive absolutely nothing. 
ly VII. Louisiana business is opposed to increasing the tax base for the Federal 
ch unemployment tax as this is equivalent to a system of experience rating in re- 
Ip. verse. Where hourly rates are the same, the annual wages will be the smallest 
ict in the industries in which there is heavy unemployment. Consequently, broad- 
de ening the tax base has the effect of penalizing stable employers without increas- 
ey ing the taxes of unstable employers. 
ev The State of Louisiana, during its 23 years of employment security activities, 
Ze, has received administrative funds from the Federal Government amounting to 
ypt only slightly more than half of the amount of the net Federal tax of 0.3 percent 
fit. which Louisiana business has paid to the Federal Government. 
nt A change in the tax base is intrinsically a change in Federal standards and 
ks. Louisiana business is irrevocably opposed to any such change. 
Moreover : 
60 (a) Recommendations of the Federal! Advisory Council concerning the 
re taxable wage base in 1956, as reported in the 45th Annual Report of the U.S. 
od. Department of Labor, were: 
ng “The Council adopted the report of # committee recommending against 
ng increasing the maxitnum wage taxabie under the Federal unemployment tax 


from $3,000 to a higher figure. Reasons given for retaining the present 
fit taxable wage base were: 
(1) State tax schedules would have to be readjusted and such re- 

adjustment would operate unequally ; 
fit (2) An increase is unnecessary to finance benefits in most States; 

(3) It is not needed in order to secure adequate funds for Federal 
purposes ; 

(4) There is no rationale for equating the tax base with that for 
er- old-age and survivors insurance; and 
(5) There is no evidence that the present base is a deterrent to in- 
ris- creasing benefits.” 

(bv) Excerpt from report of the Administrative Financing Committee of 
the Federal Advisory Council, following the Committee’s meeting November 


Ap- 24, 1958 reads: 

“With respect to the alternative methods of benefit financing, the Com- 
on. mittee unanimously concluded that because of the different incidence of 
3.9 unemployment and its costs resulting from differences in wage levels com- 

position of industries, etc. in the various States each State must determine 

ere for itself the financing methods appropriate for that State.” 
r= (c) The Federal Advisory Council had this to say in 1956 in its unanimous 
in- report with respect to equating the tax base for unemployment insurance 

and OASI: 

rol- “From a program standpoint there is no sound rationale for equating the 
yen tax base for unemployment insurance and old-age and survivors iv -urance. 
tu- The programs are for different purposes. Unemployment insurance is a 
short-range program in which there need not be a connection between 
60, ; taxable wages and wages used for benefits; in a long-range program such 
nst as old-age and survivors insurance there is more justifiaction for using 
the same wage base for taxes and benefits since all taxable wages are used 
a in determining benefits. Also in OASI there is no experience rating. 
ent Finally under OASI there are employee contributions on the wages used to 


determine bencfits.” 
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VIII, Louisiana business is unalterably opposed to any and all amendments to 
the Federal Unemployment Act of 1935 no matter how innocuous they might ap- 
pear. The Louisiana employment security law (formerly unemployment com- 
pensation law) was adopted with full faith in the guarantee and minimum stand- 
ards presented to it in the Federal Social Security Act of 1935. 

The Louisiana Legislature has sincce most adequately discharged its respon- 
sibility in encouraging continuity and stability of employment and establishing 
standards of unemployment benefits and eligibility which in view of its close 
knowledge of the State’s economy and the nature of its own labor market are 
just to business and to those unemployed through no fault of their own. 

Louisiana business respectfully urges the House Ways and Means Committee 
to reject any bill which would impose Federal standards on Louisiana and thus 
deprive the Louisiana Legislature of its responsibility and duty to its citizens 
with respect to employment security. 

Coordinated endorsed and respectfully submitted by : 


American Sugar Cane League of U.S.A. Inc. 
Automotive Wholesalers Association of Louisiana. 
Chamber of Commerce of the New Orleans Area. 
Construction Industry Association of New Orleans, Inc. 
Deep South Farm Equipment Association, Inc. 
Louisiana Association of Broadcasters. 

Louisiana Automobiles Dealers Association. 
Louisiana Bankers Association. 

Louisiana Building Materials Dealers Association. 
Louisiana Dairy Products Association, Inc. 
Louisiana Delta Council. 

Louisiana Lanudry & Cleaners Association. 
Louisiana Manufacturers Association. 

Louisiana Motor Hotel Association. 

Louisiana Motor Transport Association, Inc. 
Louisiana Oil Marketers Association. 

Louisiana Restaurant Association, Inc. 

Louisiana Retailers Association. 

Louisiana Wholesale Grocers Association. 

Louisiana Wine & Spirits Foundation, Inc. 
Mid-Continuent Oil & Gas Association (Louisiana-Arkansas Division). 
Shreveport Chamber of Commerce. 

Shreveport Wholesale Credit Men’s Association, Inc. 
The Waterfront Employers of New Orleans. 
Tri-State Bakers Association. 


I hereby certify that the position of Louisiana business, as outlined in the fore- 
going, has been endorsed by the associations named above. 
Sam B. DuNRAR, 
Manager, Louisiana Manufacturers Association, 
Chairman of Coordinating Committee. 
APRIL 11, 1959. 


WESTERN & GAS ASSOCIATION, 
Los Angeles, Calif., April 15, 1959. 
Hon. WILBuR MILLs, 
Chairman, Commiitee on Ways and Means, 
House of Representatives, 
Washington, D.C. 

My Dear ConGrRessMAN : The purpose of this communication is to express the 
position of the Western Oil & Gas Association regarding certain bills now being 
considered by the Committee on Ways and Means of the House of Representa- 
tives on the subject of unemployment insurance. This association is composed 
of oil producers, refiners, and marketers in the six Western States of Alaska, 
Arizona, California, Nevada, Oregon, and Washington. Our member companies 
produce 86 percent of the oil, have 96 percent of the refining capacity, and 5S 
percent of the wholesale market of petroleum products in these States. 

We are opposed to many measures now under review, such as H.R. 3457, 
which are designed to impose Federal benefit standards on the unemployment 
compensation programs of the various States. The ultimate effect of these 
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bills would be to create another bureaucracy in the Federal Government which 
would eliminate State authority in this field. 

The only reason for such legislation would be State inaction or failure to 
meet responsibilities. The record, viewed objectively, shows that the States 
have done a commendable job since 1935. Benefits and duration of benefits 
have been extended as rapidly as the economy of each State has permitted. 
For example, in 1937 California law provided $15 for 20 weeks on a $300 maxi- 
mum. Now California pays $40 maximum for 26 weeks, a total of $1,040. And 
the present legislature is certain to increase benefits this year. 

The California State government is far better qualified to determine the 
needs of its unemployed and far closer to the working and living conditions 
of its people than a Federal agency. Furthermore, the State government is 
closer to the financial climate in its region and to the general status of its 
economy. The same can be said of every other State. 

There can be no doubt that some of the measures proposed would either force 
some State unemployment trust funds into either bankruptcy or compel the 
States to become completely dependent on Federal grants. No present emer- 
gency exists which warrants such drastic Federal interference with established 
State authority. It has been the expressed policy of the present administra- 
tion that the traditional place of State government with power, authority, and 
responsibility should be preserved. We sincerely hope this policy will be con- 
tinued and emphasized by the rejection of these ill-advised proposals to inject 
Federal benefit standards into the unemployment compensation program. 

Respectfully yours, 
CHAPPELLET, 
Vice President and General Manager. 


STANDARD OIL Co. or CALIFORNIA, 
San Francisco, Calif., April 13, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington, D.C. 

Dear Stk: We take this opportunity to express our deep concern over certain 
legislative proposals for Changes in the Federal law on the subject of unemploy- 
ment compensation. We refer particularly to the bill introduced by Congress- 
man Karsten, of Missouri (H.R. 3547), although our views are equally applicable 
to any other bills which would make similar changes. The primary purpose of 
H.R. 3547 is to provide for Federal minimum benefit standards throughout the 
various States. This has long been the goal of certain liberal political groups 
who desire eventually to displace the State unemployment compensation systems 
with a single, overall national system featuring uniform benefit provisions and 
taxing provisions. 

It is our view that the Federal Government under the fundamentals of our 
American system should move into a new area of legislative compulsion only 
when there is a well-established need for Federal action and a proven failure on 
the part of the States. From a purely objective point of view, the evidence is 
clear that the States have a good record of performance under their unemploy- 
ment insurance laws and have lived up to their responsibilities. The fact that 
three or four States may have lagged behind the majority in establishing what 
the proponents of federalization regard as proper standards is no reason for 
condemning the entire program. Actually, benefits have increased steadily since 
the unemployment insurance laws were first enacted, and this year many State 
legislatures have acted to increase them still further. 

The amount and duration of unemployment benefits should be left to the 
discretion of the various State governments because of widely varying living, 
working, and economic conditions in the different States. The States have 
first-hand knowledge of local needs and problems and are best able to make the 
necessary adaptations to their respective situations. 

The benefits standards provisions of H.R. 3547 and similar measures would 
force all States to pay greatly increased benefits and might well force some 
States into insolvency unless tax revenues were increased. The financing pro- 
visions of these bills invite the States to so conduct their own financing as to 
nake “free” Federal cash available to them to meet the greatly increased benefit 
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costs. Under the present law, States with depleted reserves are permitted to 
secure “advances” on a repayable basis. The new proposals repeal this feature 
of the present law and provide that States with depleted reserves would be given 
outright Federal grants with no obligation to repay. Thus, States have no 
financial responsibility for building and maintaining reserves to finance their 
own benefit payments and at the same time would be induced to deplete their 
reserves so they could qualify for ‘free’ Federal money. This could cost the 
Federal Government billions of dollars, and, of course, would have the effect 
of eliminating individual experience rating for employers, since the new pro- 
posals permit the States to assign a uniform reduced tax to all employers. 

There can be little doubt that the States would take advantage of this “per- 
mission” in order to reduce their reserves and be able to qualify for Federal 
money. At the present time, States may assign reduced tax rates only on 
the basis of the unemployment risk of an individual employer. An employer 
does not receive a rate lower than the maximum 2.7 percent unless he has stable 
employment. Thus, he has a basic financial interest in reducing manpower turn- 
over and in the sound administration of the unemployment compensation pro- 
gram. Once the employer is given a flat rate, he will have no greater interest in 
the administration of this program than in any other which is financed at a 
flat rate. In our opinion, the loss of experience rating would transform unem- 
ployment insurance from a plan to stabilize employment into another purely 
welfare program which was never intended by its original proponents or drafts- 
men. 

Another feature of the proposed amendments would be to extend coverage 
under the Federal Unemployment Tax Act to all employers having one or more 
employees, whereas the present law covers employers of four or more. The 
objective is, of course, to force the States to make similar extensions of cover- 
age under their present unemployment compensation laws which would bring 
about 2 million more employees under coverage. Some States, like California, 
have extended coverage to employers of one or more already and have found little 
difficulty in administering the program. There may be other States, however, 
where such an extension would be extremely burdensome to the small business- 
man and where paying benefits to a very small number of claimants would not 
justify the added costs of administration. Again, we say, this is not a question 
to be decided by a Federal agency or by Federal standards. It is a matter which 
should be left for determination by each State legislature in accordance with 
local economic conditions. 

While there are numerous other objections which could be presented to 
H.R. 3547, the foregoing alone should cause anyone seriously interested in the 
unemployment insurance program to question the wisdom of such legislation. 

Yours very truly, 
G. J. O’Brien. 


STATEMENT ON BEHALF OF CALIFORNIA EMPLOYERS IN OPPOSITION TO FEDERAL 
UNEMPLOYMENT INSURANCE STANDARDS (H.R. 3547) 


This statement in opposition to current proposals for a series of Federal 
standards in the field of unemployment insurance is respectfully submitted on 
behalf of the Inter-Association Unemployment Insurance Committee. 

The Inter-Association is composed of a broad and diversified group of Cali- 
fornia employers and employer associations whose members offer employment to 
over 60 percent of the wage earners covered by this program in California. The 
specific organizations here represented are as follows: 

Agricultural Producers Labor Committee. 
Aircraft Industries Association of America, Inc. 
Building Owners & Managers Association of Los Angeles. 
California Association of Employers. 
California Electric Power Co. 

California Land Title Association. 

California Pacific Title Insurance Co. 
California Manufacturers Association. 
California Metal Trades Association. 
California Portland Cement Co. 

California Retailers Association. 

California Trucking Association, Inc. 
California Western States Life Insurance Co. 
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Federated Employers of San Francisco. 

Furniture Manufacturers Association of California. 

General Telephone Co., of California. 

Glass Container Manufacturers Institute, Inc. 

Los Angeles Clearing House Association. 

Los Angeles Motor Car Dealers Association. 

Merchants and Manufacturers Association. 

Metal Trades Manufacturers Association of Southern California. 
Motor Car Dealers Association of Southern California. 

Monolith Portland Cement Co. 

Northern California Ready Mixed Concrete & Materials Association. 
Occidental Life Insurance Co., of California. 

Pacifie Gas & Electric Co. 

Pacific Maritime Association. 

Pacific Mutual Life Insurance Co. 

Rexall Drug Co. 

Riverside Cement Co. 

San Bernardino-Riverside Counties Rock Products Association. 
San Diego Clearing House Association. 

San Francisco Clearing House Association. 

Southern California Asphalt Plant Association. 

Southern California Edison Co. 

Southern California Gas Co. 

Southern California Restaurant Association, Ltd. 

Southern California Kock Products Association. 

Southern Counties Gas Co., of California. 

Southwestern Portland Cement Co. 

United Employers, Inc. 

Western Growers Association. 

Western Oil & Gas Association. 


In similar hearings before the Ways and Means Committee last year, the pro- 
ponents of Federal standards argued that the States were failing to do an ade- 
quate job as far as monetary benefits were concerned. Undoubtedly considerable 
testimony has already been offered during the course of the present hearings 
concerning the record of the various States since the beginning of unemployment 
insurance. 


The development of the California program has been as follows: 


Legislative record in California 


1935 1957 

26 weeks; regular; 39 weeks with tem- 
porary*,unemployment compensa- 
tion. 

Waiting period ________-. 1 week. 

Employers of 8 or more employees___-} Since Jan. 1, 1946, employers of 1 or 

more employees. 


In addition, the California Legislature in 1946 was the second State (of a 
total of four States) to enact a program of unemployment compensation for those 
out of work because of nonoccupational disability. 

Both programs are serving their purpose well. 


CALIFORNIA DEPARTMENT OF EMPLOYMENT EXPENDITURES IN EXCESS OF A HALF 
BILLION IN 1958 


In 1958, an alltime high for California was established in the amount of 
benefits paid under the provisions of the California Unemployment Insurance 
Code. Over a half billion dollars was paid out as follows: 

In unemployment benefits, $378,790,500. 

In unemployment compensation disability, benefits (to those out of work 
heecause of nonoccupational disability), $131,755,000 (estimated). 

These benefits were received by about 1,500,000 individuals. 

These pertinent figures offer a further means of evaluating the real effective- 
ness of California law during 1958. 


39678—59—— 75 
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THE CALIFORNIA LEGISLATURE SHOULD RETAIN RESPONSIBILITY FOR UNEMPLOYMENT 
INSURANCE 


It is the position of the employers in California that the State legislature can 
best determine the adequacy of benefits under these programs for workers in 
California. This legislature, now in session, has before it 98 bills affecting this 
program. The matter of higher benefits and extended duration will be given 
serious Consideration. 

For many years the leaders of both labor and management in California 
have worked closely with the State legislature in developing a fair and sound 
program. Those who advocate Federal benefit standards would take away the 
authority of these people who live with the problem and give it instead to 
Congress which deals with many thousands of bills a year on every conceivable 
subject affecting the vital existence of the Nation. meg 


CONSIDERATION. MUST BE GIVEN TO FISCAL PROBLEMS 


Advocates of Federal standards openly complain that some States cannot 
afford to pay the higher taxes necessary to finance higher benefits for longer 
periods of time. They mistakenly feel that the advent of Federal control will 
be without cost to the program. 

It should be pointed out that both the Federal and State Governments follow 
the same procedure in finuncing unemployment insurance. In California the 
present tax on employers to finance this program is 3 percent of taxable wages, 
0.3 percent being paid to the Federal Government for administration purposes 
and up to 2.7 percent being paid to the State to finance benefit payments. 

‘This type of financing must be kept within carefully confined limits for the 
following reasons : 

(a) It is a tax on employment and may tend to restrict employment. 

(b) It has no necessary relationship to capacity to pay. 

(c) It will be shifted to consumers in the form of higher prices than would 
be charged were there no such tax. 

The average tax rate in California in 1959 is estimated by State officials at 
z.07 percent (a total of 2.37 percent with the Federal tax). This tax rate in 
1959 will produce only enough revenue to finance the existing State program 
in a year like 1959. 

As noted above, the California program will be expanded again this year and 
tax revenue will likewise have to be substantially increased. 

Furthermore, the Federal tax rate for California employers is already sched- 
uled to increase to finance benefits currently being paid under the Temporary 
Unemployment Compensation Act of 1958. Beginning in 1963, the Federal tax 
on California employers will increase from 0.8 to 0.45 percent; in 1964 to 0.6 
percent ete., until all benefit expenditures under this particular program have 
been met. 

To those who suggest that the greatly increased cost of Federal standards 
should be met by increasing the general tax revenue taken from the larger 
States, it should be pointed out that the per capita State and local taxes in 
California and New York are already the highest in the Nation. 


THE MOST IMPORTANT ISSUE WITH FEDERAL STANDARDS IS THE PRINCIPLE INVOLVED 


It is fundamental to our American system that the Federal Government move 
into a new area of legislative compulsion only when there is a well-established 
need for Federal action and a proven failure on the part of the States. The 
original purpose of the Federal Unemployment Tax Act was solely to persuade 
the States to enact unemployment insurance laws. That original purpose has 
been accomplished. It would seem, therefore, that instead of imposing addi- 
tional Federal control over the State systems that the present Federal control 
might well be eliminated, or at least modified substantially. 

With Federal benefit standards, and the Federal standards on finance and 
other aspects of the program which would inevitably follow, unemployment in- 
surance would become a completely federalized system. Nothing would be left 
to the States but the ministerial function of government. This would be a radi- 
eal departure from the philosophy of government upon which the unemployment 
insurance system was founded and has grown, and a form of political centrali- 
zation to which we most strenuously object. 

Respectfully submitted. 

B. Husparp, President. 
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NT WASHINGTON CONFERENCE ON.UNEMPLOY MENT COMPENSATION, 
Olympia, Wash., April 2, 1959. 
Hon. WILBUR D. MILLs, 


‘an Chairman, House Committee on Ways and Means, 

in House of Representatives, Washington, D.C. 
his DeaR Mr. Mitts: The Washington Conference on Unemployment Compensa- 
ren tion is a statewide trade association representing the business and industry of 

: Washington State covered by the Employment Security Act. This statement is 
ov) presented in the name of the conference on its own behalf and on behalf of its 

members. 

4 The purpose of the statement is to oppose H.R. 3547, now pending before your 


committee and to respectfully petition its defeat. The conference also opposes 
ble the companion bill in the Senate, S. 791. 
We submit that Federal unemployment benefit standards proposed in H.R. 
347 would: 
1. Bea fundamental infringement on States rights. 


not 2. Increase unemployment benefits beyond the point of being aid and as- 

yor sistance while looking for a new job. 

vill 3. Work an unnecessary and undue hardship on the taxpayers of the 
Nation. 

ow 4. Open State unemployment laws to wider and further misuse, abuses, 

the and inequities. 


5. Soon deplete substantial unemployment funds built by some States. 
In further explanation of our opposition : 
1. If passed, these proposals would remove from State legislatures the power 
the to set unemployment benefits and duration and cause all States to comply with 
the proposed standards. Since States vary widely in economic conditions, un- 
employment problems, and other conditions, such proposals would severely handi- 
cap State legislatures in correcting their own problems, a right that is desirable 


ald and inherent. 
2. Under proposals in these two bills, it would be possible for an unemployed 
at workman to actually draw more in unemployment benefits than many of his 
in fellow: workers on the job full time. In other cases, he would be able to draw 
am nearly as much in unemployment benefits as he could working a full week—with 
unemployment benefits being tax free. 
nd 3. These proposals would open the Treasury of the United States to make non- 
repayment grants to States with depleted unemployment funds for the purpose 
ed- of paying unemployment benefits. Under such a proposal, unemployment would 
iry soon no longer be an employer responsibility, but the responsibility of all tax- 
“aX payers—in addition to still heavily taxing the employer at the 3 percent level 
0.6 or higher. Citizens and employers alike, in States where their unemployment 
ive was well covered and with a substantial fund, would be taxed through the gen- 
eral taxation program to assist areas where through neglect, loopholes, and 
rs inadequacies in State unemployment law, funds had been depleted. 
rer 4. Since proposals would for all practical purposes do away with individual 
in employer rating systems, State laws would open to further misuse and abuses due 


to lack of employer interest. 
5. States with substantial funds now would soon deplete them since the two- 


"ED thirds of average weekly wage and 39 weeks’ duration would draw heavily from 

the fund and in many cases employers would pay no more into the fund than they 
ve are paying now. This could easily break down the very strength of individual 
ed State laws and create a complete “giveaway” philosophy among employers and 
- employees alike since moneys used would be Federal funds of a “free” nature 


instead of individual tax funds. 


1as Therefore, we urge that the committee actively oppose this drastic departure 
di- from the normal and more reasonable program of individual State unemploy- 
rol ment laws. We further urge the Washington State delegation to Congress to 
- oppose these bills and all other attempts to nationalize a program that is funda- 
“i mentally a right of the individual State. 

eft Respectfully submitted. 

di- H. 0. FIsHsack, Jr., 

President. 
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STATEMENT OF MAuvRICE ACERS, EMPLOYER REPRESENTATIVE ON THE TEXAS 
EMPLOYMENT COMMISSION, AUSTIN, TEX. 


As employer representative on the Texas Employment Commission | rep- 
resent 70,000 employers who are covered by the Texas Unemployment Com- 
pensation Act. As their representative, I am opposed to Federal minimum 
benefit standards which would remove from this State the right of the Texas 
Legislature to pass State laws governing unemployment compensation admin- 
istration in Texas. Members of the Texas Legislature are close to the peo- 
ple of ‘'exas and know the economic needs of the workers of this State. 

A recent session of the Texas Legislature raised weekly benefits by 40 per- 
cent. The Texas Legislature ig currently in session. The senate has passed 


a bill raising the benefit amount from $28 per week to $35 per week. This 
represents a 25 percent increase in the maximum benefits a person may draw 
in Texas. It preserves, however, one of the basic principles of unemployment 
compeusation; that is, that the Worker be paid benefits according to his earn- 
ings. H.R. 3547 would destroy this basic concept. 

I have heard from and talked with thousands of Texas employers in the Mr. ° 
past few months, and they recognize the need for increasing the benefit amount Chai 
in this State. As a matter of fact, Texas employers sponsored the bill which Hou: 
raises the benetit amount by 25 percent and will urge its adoption by the DE 
Texas House of Representatives. They are willing to pay the bill, but they senti 
urge that the matter of adequate benefits and duration be left to the State. to th 

Many State legislatures have this year provided more adequate unemploy- to th 
ment compensation for workers of their States. This is further evidence of We 
the awareness of the several States of changing conditions and proves Fed- prop 
eral minimum benefit standards are not necessary. state 

The Senate of the State of Texas on February 23, 1959, passed a resolu- ployé 
tion which said in part: prop 

“* * * The people of Texas are firmly dedicated to the proposition that and | 
matters relating to the amount and duration of unemployment benefits should prese 
be left to the discretion of the various State governments due to the widely Se 
varying economic and other conditiuns that prevail among the States: Now, Ame} 
therefore, be it made 

“Resolved, by the Senate of the State of Texas, That it opposes legisla- airer 
tion which would establish Federal minimum benefit standards and which The 
would compel the States to take similar action, thus depriving the legisla- Ame! 
ture of its rightful authority in such matters; * * *.” tectic« 

Texans are not “asleep at the wheel.”” We are ever mindful of the work- Unen 
ers of this State and will continue through amendments to the Texas Un- Fede 
employment Compensation Act to keep pace with the economie growth of a pro 
the Lone Star State. Unemployment compensation was conceived as a team It. 
effort of the Federal Government and the individual States. I hope that A su 
this team will not be destroyed. The passage of H.R. 3547 would vest in that 
the Federal Government the right to dictate to the employers of the sover- than 
eign State of Texas what unemployment compensation taxes they should pay surve 
and would give to the workers benefits that bear no relation to their earn- only | 
ings. H.R. 3547, in fact, makes a relief program out of unemployment compen- Wi 
sation. This is not good. I urge the committee to report this bill unfavorably. 7 comp 

| line i 

Asa 

AUGUSTA, MAINE, April 15, 1959. one 

Re: Unemployment compensation matters rT 
Hon. Leo H. Irwin, I thea 
Chief Counsel, Committee on Ways and Means, 1] ment: 
House of Representatives, Washington, D.C.: 1 the 1 

Boys’ and girls’ summer camps in Maine are bothered a great deal with Fed- ] ence 
eral and State laws that require full unemployment protection to be afforded 1 prope 
all counselors and others when only 4 of their employees work any part of 20 recog 
weeks in 1 year. The average Maine camp employs perhaps 4 to 7 employees 7a rat 
who might work 20 weeks or more and, perhaps 80 counselors who are employed | emple 


only for the average season of 8 weeks. These counselors are teachers, college | those 


men and women who never would be in a position to receive any benefits uncer ment 
the law. The camps so far as possible are cutting their employees fur the 20 The 
weeks or more to 3 when they might use more if the tax did not apply to their terial 
entire group that is working the 8 weeks. By applying the tax to the entire Trealis 
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group, who could not benefit therefrom, sometimes means the difference between 
a successful and an unsuccessful season. 

We have no quarrel with paying the tax on the number who might benefit from 
the provisions of the law, but we would like to have some relief in our unique 
situation where we now obtain money for protection that is not needed. In 
other words, if a camp employs 76 for 8 weeks and 4 to 7 for 20 weeks or more, 
we feel that we should pay the tax only on the 4 to 7. It is true that both State 
and Federal laws are involved, but our State law follows the Federal law, and 
if the Federal law was revised, our State law would be revised to coincide with 
the Federal law. 

Rosert D. O'Connor, 
1 Attorney for the Maine Camp Directors Association, 


: State House, Augusta, Maine. 

it 

\- AtR TRANSPORT ASSOCIATION OF AMERICA, 

Washington, D.C., April 17, 1959. 

e Mr. MILLs, 

t Chairman, Committee on Ways and Means, 

h House of Representatives, Washington, D.C. 

e DEAR CHATRMAN Mitis: The Air Transport Association of America, repre- 

y senting the certificated scheduled airlines, wishes to express its appreciation 

e. to the committee for the opportunity to comment on several of the issues relating 

- to the subject of unemployment compensation presently before your committee. 

of We will confine our comments to two specific subjects. One of these is the 

1- proposal made by Under Secretary of Labor James T. O’Connell in his opening 
statement that the Federal Unemployment Tax Act be amended to cover em- 

A- ployees serving on American aircraft operating overseas. The second is the 
proposal that the Federal Government establish minimum standards of term 

at and level of unemployment compensation benefits substantially higher than are 

ld presently provided in most State laws. 

ly Secretary O’Connell proposed an amendment which “would cover services on 

Ny American aircraft serving overseas if (1) the employees work under a contract 
made in the United States, or (2) during the performance of their duties, the 

a- aircraft lands in the United States. There are about 5,000 such employees. 

*h The law already contains similar provisions with respect to employees on 

u- American vessels. This proposal would provide aircrews with the same pro- 
tection now afforded to seamen. The proposal would also bring the Federal 

k- Unemployment Tax Act treatment of aircrew employees into harmony with the 

n- Federal Insurance Contributions Act, which includes aircrew members under 

of a provision which is essentially the same as we recommend.” 

m It is our belief that the magnitude of the problem is substantially overstated. 

at A survey of the scheduled U.S. air carriers operating internationally indicates 

in that the number of people is much less than 5,000 and is, in fact, probably less 

2 than 200. We have no information on the origin of the figure of 5,000 but a 

Ay survey of member airlines operating outside of the United States indicates that 

n- only a very few individuals among all such crews are involved. 

‘D- With respect to the question of minimum Federal standards of unemployment 

ly. compensation, the airlines are deeply concerned with this proposal. The air- 
line industry as a whole has maintained a conspicuously high employment record. 
As a result of this fine record it has enjoyed the benefits of some of the lowest 
unemployment tax rates in the States. It is believed that the use of Federal 
funds to finance nonrepayable grants to States, combined with the increase in 
the amount of benefits paid, the duration of payment and the relaxing of require- 
ments for eligibility for unemployment benefits, would make it impossible or, at 
the least, extremely unlikely, for the States to maintain the individual experi- 

- Jj ence rating provisions contained in most State laws at present. Under such a 
led |] proposal the experience of individual employers probably would no longer be 


20 recognized and instead a flat rate would be established for all employers. Such 
es } a rate would tend to lower the tax rate level for employers with less favorable 
i employment experience records. On the other hand it would, in effect, penalize 
ze | those employers who have exerted efforts to maintain stable levels of employ- 


= 


ment by raising their tax rate. 

The tax savings attributable to the experience rating system provide a ma- 
ir terial incentive to maintain stable employment. This may well provide a more 
jrealistic cure to the problems of unemployment than inereases in taxes and un- 
| employment benefits. 
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By wiping out the excellent experience ratings now enjoyed by the airlines, 
the proposal here involved would result.in taxes averaging in excess of 500 per- 
cent higher than present payments. In the cases of some airlines this would in- 
crease annual taxpayments by more than a million dollars. These figures 
sent substantial percentages of air carrier profits at a time when the airlines 
are endeavoring to modernize their equipment and to provide improved service. 
Rather than higher taxes, it would seem to be better to employ these funds for 
needed expansion, and increased employment. 

We appreciate the opportunity to present our views for the consideration of 
the committee. 

Sincerely, 
Leo SEYBOLD, 
Vice President, Federal Affairs. 


STATEMENT OF AMERICAN LIFE CONVENTION AND LIFE INSURANCE ASSOE€IATION OF 
AMERICA 


The American Life Convention and the Life Insurance Association of America 
have a combined membership of 282 companies which have issued approximately 
95 percent of the legal reserve life insurance in force in the United States. We 
are submitting this statement to express our opposition to that provision of 
H.R. 175 and H.R. 2474 which would amend the definition of ‘“‘einployee” in the 
Federal Unemployment Tax Act to include life insurance agents who are inde- 
pendent contractors. 

At present this act defines “employee” (sec. 3306/i) of the Internal Revenue 
Code of 1954) expressly to exclude independent contractors and all others who 
are not common law employees. Section 3(b) of both H.R. 175 and H.R. 2474 
would change this definition so as to include, among others, any individual who 
performs services as a full-time life insurance salesman, if his contract of em- 
ployment contemplates that he will perform all such services personally, if he 
has no substantial investment in facilities, and if his services are continuing in 
nature. This is, of course, the definition of “employee” used in the Social Se 
curity Act. The obvious purpose of the proposed amendment is to extend the 
coverage of the Federal Unemployment Tax Act to some persons who are in- 
dependent contractors. We believe that this proposal is objectionable on several 
grounds. 

First. the reasons for the broader definition of “employee” in the Social Se- 
eurity Act do not apply in the case of the Unemployment Tax Act. The retire 
ment and survivor benefits of the Social Security Act afford protection against 
hazards to which independent contractors as well as employees are subject. 
The unemployment compensation system, however, is designed to protect against 
loss of wages arising from involuntary unemployment due to lack of work, not 
to protect the self-employed against lack of success in their business ventures. 
Hence to extend this act to indepéndent contractors would not be consistent 
with its purposes. 

Second, the inappropriateness of any such extension of the unemployment com- 
pensation system beyond employees is particularly demonstrable in the case of 
life insurance agents who are independent contractors. These agents are not 
subject to the hazard of being laid off, or having their hours of work reduced, 
because of lack of work. Changes in general economic conditions may affect their 
income, just as in the case of all other independent entrepreneurs, but such 
changes will not affect their hours of labor. In fact, in difficult times they may 
find it necessary to work longer hours to produce a satisfactory income. They 
control their own hours, however, and their success or failure depends on a combi- 
nation of diligence and ability. Moreover, there is in this business no direct 
relation between hours worked and income. One agent may put in many hovrs 
and make few sales, while another may work only a few hours and make many 
sales. In short, the agent himself determines how many hours he will work in a 
week, his company wil) never insist upon shorter hours, and his income will depend 
at least as-much on sales ability as on total number of hours worked." 


1It is true, of course, that many life insurance agents who are independent contractors 
are paid solely on a commission” basis:~ Such employment would continue to be exempt 
under see. 3306(c)(14) of the Internal’Revenue Code of 1954, which H.R. 175 and H.R. 
2474 would not change. Other agents who are independent contractors, however, are paid 
under varying arrangements, and it is not clear what the effect of the proposed amendment 
would be as to them. Our position is that all life insurance agents who are independent 
contractors should remain outside the coverage of the act, entirely aside from the exemp- 
tion provisions of the statute. 


ance 
abil 
to tl 
of li 
keep 
the | 
nigh 
work 
in th 
work 
time 
thror 
tion 
To d 
atten 
anin 

Fir 
insur 
case. 
have 
corre 
tion r 
versa 
tional 
there 


perfo! 
initia! 

For 
in the 
the u 
pende! 


The H 
Chairs 
Washi 

DEA 
nedy-E 

In o 
as one 
and ar 
tion, 
ployme 

By i 
furthe 
on thei 
this ha 
Inereas 
to do I 
horalit 

This 
part ¢ 
I 


STATEM 
TARY- 
MEN O 


Mass 
ur Nat 
his nat 

istene 


UNEMPLOYMENT COMPENSATION 1159 


Third, the inclusion under the unemployment compensation system of life insur- 
al ance agents-who are independent contractors would be wholly unworkable. The 
ability to maintain records of hours worked and wages paid is, of course, necessary 
to the practical operation of that system. Because of the nature of the business 


S of life insurance agents, however, it would be impossible for the companies to 
> keep Such records. These agents spend practically all of their time away from 
r the office calling on their clients, sometimes during the day and sometimes at 
night. As a result, the companies have no way of knowing when an agent is 
if working, or how many hours he puts in during any particular week. Moreover, 
in this business it would be impossible to determine what constitutes an hour of 
work. The production of a life insurance salesman does not depend alone on 
time spent in actual selling, but depends to a large extent on developing leads 
through civic or social activities, or even in studying at night to acquire informa- 
tion or new sales techniques which might produce a greater volume of business. 
To decide which of these various activities should be classified as work, or to 
od attempt to determine the number of hours spent on such activities, would present 
an insurmountable problem. 
wT Finally, pay.cannot be directly related to hours worked in the case of a life 
ly insurance agent. An agent may work for an entire week without closing a single 
Ve case. The following week he may close several cases, some of which he may 
of have been working on for a number of weeks or even months. Thus there is no 
he correlation between the hours worked in any particular week and the remunera- 
le- tion received during the week. Renewal commissions, usually paid on the anni- 
versary dates of policies and continuing for varying lengths of time, present addi- 
We tional complications. Renewals may or may not require work by the agent, and 
ho there is no way in which these commissions can be related to the amount of work 
74 performed by the agent at the time of renewal, or retroactively to the time of 
ho initial sale which may have taken place several years before. 
m- For all of these reasons, we respectfully submit that the definition of “employee” 
he inthe Federal Unemployment Tax Act should not be changed so as to bring within 
in the unemployment compensation system life insurance agents who are inde- 
Sen pendent contractors. 
the Rep Lopce CANNING Co., 
tn Red Lodge, Mont., April 21, 1959. 
ral The Honorable WILBUR D. MILLs, 
Chairman of the House Ways and Means Committee, 
Se- Washington, D.C. 
ons Dear Stk: The purpose of this letter is to express our opposition to the Ken- 
inst nedy-Karsten measure, H.R. 3547, and its companion piece 8S. 791. 
ia In our opinion this legislation would impose further rigid Federal controls 
- is one more step in the direction of a welfare state. We recognize the need for, 
not and are in agreement with, the general principles of unemployment compensa- 
nde tion, Its benefits, however, must not be allowed to become a substitute for em- 
tent ployment. 
By its very nature our business is seasonal. Many of our employees have no 
OM further ambition than to work a few weeks during the summer and then exist 
e of on their unemployment compensation for the balance of the year. We have seen 
net Tthis happen year after year among 10 to 15 percent of our seasonal employment. 
eed, Increased benefits for a longer period of time could only serve to influence others 
heir [to do likewise, An even more dangerous result is the encouragement for im- 
such Morality and the destruction of character which may be tostered, 
Loner This protest is being submitted in triplicate with the request that it be made 
rs Apart of the record of the hearings. Your best consideration will be appreciated. 
mi Respectfully yours, 
B. W. Mann, President. 


STATEMENT BY THOMAS J. Lioyp, Prestpent, anv Patrick Gorman, SECRE- 
TARY-TREASURER OF THE AMALGAMATED MEAT CUTTERS AND BUTCHER WORK- 
MEN OF N.A., AFL-CIO 


Mass unemployment, which threatens to become permanent, today clings to 
ur Nation like an incubus. Only the problem of maintaining world peace rivals 
his national difficulty in importance. Every possible phase of our national 
istence is adversely affected by large-scale unemployment. 
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Some 4,300,000 men and women are without jobs and many of them have been 
in this terrible strait for years. Millions more work short workweeks. Tens 
of millions more live in daily terror of joining the ranks of jobseekers for whom 
there are no jobs. 

Breadlines have formed again in many cities of our country. Suffering is 
widespread. 

Yet, the President tells us, in effect, “tomorrow will be better” and attempts 
to wish unemployment away. He, apparently, has convinced himself that 
rising prices are a greater national problem than the suffering of families whose 
breadwinner no longer have jobs and have no hope of finding any. 

Congress record in combating unemployment has not been a happy one, 
either. A policy of attempting to appease the Eisenhower administration has 
resulted in legislation which can, at best be described as ‘too little and too late.” 

The legislation now before this committee is one of the measures which, if it 
had been adopted in 1958, would have our economy on a proper upswing again. 
Adequate unemployment compensation eases the suffering of those who are unem- 
ployed. It also serves as a brake on the recession, according to the writings and 
testimony of some of the Eisenhower administration’s own former economists. 

Adequate unemployment compensation can only mean Federal standards for 
unemployment compensation. We have been treated recently to another dra- 
matie appeal by President Eisenhower to the States to improve their unemploy- 
ment compensation programs—programs which are universally admitted to 
be blatantly inadequate. Such Presidential appeals have been made annually 
with negligible results. One does not have to be a wizard to predict that the 
same will be true again this year. 

You have also heard testimony from representatives of organized business 
who urge that this is a State mutter in which the Federal Government should 
not set standards. These are, of course, the representatives of organiza- 
tions which are responsible for the State’s failure in this field. It is their 
lobbying—and very successful lobbying, one must admit—in the State legisla- 
tures which makes it necessary to have Federal standards in order that our 
Nation does not have a permanent group of millions of embittered men and 
women who have no hope. 

Federal standards for unemployment compensation are no more radical than 
Federal standards for road construction. And they are far more necessary. 

We urge you to cast aside the plaintings of the little men to whom profits mean 
more than curbing and preventing real suffering. They are too hard hearted 
to see the personal harm—economically, socially, psychologically, and morally— 
unemployment brings to individuals. They are too near-sighted to see that our 
Nation could again come to the disaster of a great depression. 

You have heard much testimony concerning the seriousness of unemployment 
in many of our Nation’s great industries. We would like to add to the record, 
the story of the meatpacking industry. This vital food industry provides a 
graphic and terrible example of permanent unemployment in our country. 

The number of production workers in meatpacking wholesale declined from 
191,300 in 1956 to 180,800 in 1957 and to 167,100 in 1958. The total job loss in 
the industry between 1956 and 1958 was 24,200 or 12.7 percent. 

But this is only part of the story. For the same period, 1956 to 1958, average 
weekly hours declined 3.1 percent, in addition. Fewer men had jobs. Many 
of those who had jobs worked fewer hours. As a result, there has been a 15.3 
percent decline in the number of man-hours worked in the meatpackaging indus- 
try between 1956 and 1958. 

The work loss in the industry was only partially due to the recession. A 
very important factor was the reduced marketing of livestock by farmers during 
the 1956-58 period. Because of the ravages of the drought of 1955 and early 
1956, farmers were forced to rebuild their herds and cut down on the sale of 
livestock for slaughter. 

However, the cause is of almost academic concern. The important point 
here is that many of those who have lost their jobs will never get them back 
prone Two factors operate in the meat industry which indicate this terrible 

tuation. 

In the first place, tremendous increases in worker productivity have taken 
place in the meatpacking industry. In 1951, meatpacking production workers 
turned out 52.7 pounds of red meat for each hour of work. In 1957, they 
turned out 65.9 pounds; in 1958, 68.6 pounds. Currently, the average rate -is 
71 pounds and experts are convinced that the remainder of 1959 will see a still 
further increase in productivity. 
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Each of these advances in productivity has cost men jobs. 
A*second factor is the increasing tendency of companies to meet the need 


- for additional work force by increasing the hours worked, rather than recalling 
- the laid-off workers. Last year, our union took two surveys of the unemploy- 
is ment situation in our industries. The first report taken in February 1958, 


shows that 8.6 percent of our packinghouse members were laid off and that 
17.5 percent of those who were still on the job worked less than 36 hours a 
ots week. The second poll, taken in April 1958, showed an increase in unemploy- 


va ment to 9.5 percent, but a substantial cut in the number of workers on short 

- hours. Only 8 percent worked Jess than 36 hours as compared with 17.5 per- 
cent 2 months before. 

“- Apparently, employers would rather pay time and a half than recall workers 


who have been laid off for long periods of time because of both economic and 
a public relations reasons. They save money by working a smaller labor force 
t longer hours, as a result of having to pay less in fringe benefits. The firms also 


‘in. fear the public relations problems of often announcing layoffs. 

= The job loss in the packinghouse industry is dramatically demonstrated by 
und the. many:shutdowns of former large plants in recent years. In Chicago. the 
bs many decades old Wilson plant was shut down, causing unemployment to 3,500 
for workers. Many of them never found new jobs. In 1957, Armour closed its 
J Baltimore plant. Hundreds of the plant’s former workers were unable to find 


other jobs in the packinghouse industry. Many were unable to find any new 
jobs at all. 


ally Most of the operations of large packers in New York City have either been 
the eliminated or drastically reduced in recent years. Armour announced just 
1 month ago the permanent closing of two of its southern plants, one in Atlanta, 
1€88 Ga., and the other in Tifton, Ga. And the Fried & Reinman plant in Pittsburgh, 
ald Pa., announced last week it was liquidating after having closed down a few 
1ZA- months previously. Some 300 workers had been employed there. 
heir The shutdowns are dramatic examples of unemployment in the meatpacking 
isla- industry. But plants which continue to operate—and operate profitably— 
our tear the same sad story. Our local 538, Madison, Wis., reports that for the 
and first time since the large Oscar Mayer Co. plant began operations there, men 
have lost their seniority because they have been laid off more than 2 years. 
than Some 200 men and women are already in this unfortunate group and the list 


is growing. Our local 78, in East St. Louis, Ill, which is the collective bar- 
ean gaining agent of the giant Swift plant there, also reports a permanent layoff 
rted of 200 workers. 


liy— We have used the meatpacking industry as an example of the problem facing 

our men and women who have lost their jobs through no fault of their own and 
cannot find another one. Actually, this situation exists in many other indus- 

nent tries in which our union has collective bargaining relationships. 

cord, The leather industry, for example, also has shown a very high increase in 


les a worker productivity. A heavy loss of jobs has accompanied this rise. Plant 
shutdowns are common. And so is permanent unemployment. 
from Consider, for example, the case of the leatherworkers once employed by the 
SS 10 Northwestern Leather Co. in Saulte St. Marie, Mich. Here was a plant of 500 
workers, the largest employer in the area. Over the years the absentee owners 
arage of the company allowed it to run down. The lack of adequate replacement of 
Many machinery became a major factor in preventing the firm from being able to 
| 15.3 compete with other leather manufacturers. 
ndus- About a half year ago, the plant closed its doors. Men with 25 to 30 years of 
service were thrown out of work. Other industries of the area—mainly a small 
A: chemical industry and some tourist trade—could not absorb these men. Any- 
uring way, many of them are too “old” according to employers, to be hired. Many 
early of them will never get other jobs, according to present indications. Many are 
ile of | already on relief. 
These are human tragedies. These are tragedies dangerous to the men and 
point women who suffer from them—and dangerous to every single American. Our 
back economy cannot afford this loss of manpower. Our society cannot afford the 
rrible | development of a large group of embittered men and women for whom there is no 
hope. Our national sense of morality cannot afford to let these people suffer. 
taken Obviously, legislation aimed at two objectives is needed: (1) Legislation 
wkers | which will alleviate the suffering of those now unemployed; and (2) legislation 
they | to put the unemployed back to work. 
ate -is 
a still 
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As stated above, adequate unemployment compensation works toward both 
goals. It is the most important means of providing aid to men and women who 
are unemployed and it is a vitally important boost to the economy. 

In view of these facts, we urged you to speedily approve H.R. 3547. Its pro- 
visions are desperately needed. The enactment of this vital legislation is de 
manded by the dictates of conscience and human justice. 


STATEMENT BY Harry Boyer, PRESIDENT, PENNSYLVANIA CIO Covuncit., 
IN Support OF H.R. 3547 


Gentlemen, I am Harry Boyer, president of the Pennsylvania CIO Council with 
offices in Harrisburg, representing some 650,000 members of affiliated AFL-CIO 
unions. 

Since 1946, I have been privileged to serve as a member of the Federal Advisory 
Council on Employment Security. I participated late last year in the discussions 
and recommendations of the tripartite body on new Federal minimum standards 
for jobless insurance. 

I am most pleased to be permitted to submit a brief to your committee urging 
early passage of H.R. 3547, known as the Karsten-Machrowicz bill. 

Achievement of the long-sought goal of overhauling the unemployment compen- 
sation system through higher Federal minimum standards for benefits and dura- 
tion of payments would indeed be a boon to Pennsylvania. 

No other State is more vitally in need of the improvement that we feel certain 
ean be achieved only by favorable action at the Federal level. We have 10.5 
pereent of our werk force unemployed, better than 490,000 human beings. 

No other States has so many distressed areas. Of the 344 areas in the Nation 
listed by employment security statisticians, Pennsylvania has 24 and of these 21 
are Classed as truly distressed. In fact, the only sections of our State not listed 
in this unfortunate category are the three areas with headquarters in Harrisburg, 
Lancaster, and York. Some of the distressed areas have been listed year after 
year since the shooting war ended. 

For the week of March 23, the Harrisburg headquarters of the Bureau of 
Employment Security reported 270,000 claims for benefits had been accepted in 
the State. The average benefit check called for $29 that week. About 40 percent 
of the benefit recipients collected the maximum of $35 a week. 

Federal standardization of benefits by the passage of this proposed law would 
ease much of the burden now being borne by Pennsylvania and several other 
forward-looking States which try to maintain a decent standard of benefits but 
which are thrown into ruthless competition with States whose benefit schedules 
are of lesser amounts. It is our conviction that these States which pay meager 
benefits and for shorter duration cannot and will not achieve necessary basic 
reforms by action at their own legislative level. - 

States are interdependent economically upon each other. None can be totally 
dependent by and unto itself. In fact, employment in any State must be and 
is directly related to the economic condition of the country as a whole. The 
needs of an unemployed worker and his family are not materially less by reason 
of where he lives. Yet benefits and duration vary greatly as between States. 
There can be no moral or otherwise good reason for justification of such dispari- 
ties. 

Much of the unfair competition from States with meager benefits and dura- 
tion would be removed for Pennsylvania by passage of this law as recommended 
by 16 public and labor members of the Federal Advisory Council last December. 

In specific terms, it would mean, if in force now, that the jobless in hard- 
pressed Pennsylvania would put into our economy through purchasing power 
approximately $6 million more per week, by reason of additional benefits rang- 
ing from $7 to $21 a week and duration extended by 9 weeks. 

It is proposed in this law to increase each individual’s primary benefit to not 
less than 50 percent of his weekly wages or two-thirds of a State’s average 
weekly wage, whichever is less, for not less than 39 weeks. 

Latest Bureau of Labor Statistics reports show Pennsylvania’s average weekly 
factory earnings to be $84, which would make possible under this formula a max- 
imum benefit rate of $42 for half of a worker’s weekly wage, or $56 on the basis 
of two-thirds of the State’s average weekly wage. 

We in Pennsylvania have been proud of improvements in our Unempleyment 
Compensation Act in the past 4 years, although there is currently in’progress at 
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the State Capitol a senate drive by management spokesmen to wipe out much of 
these gains. 

We are proud to be listed as the only State with maximum duration of 30 
weeks and that the idled worker is guaranteed that, once qualified, if he is un- 
able to obtain suitable employment and he will then receive benefits for the full 
30 weeks. Pennsylvania was the first to apply for extended temporary benefits. 

However, the solution to present injustices as between States requires and 
rests exclusively upon congressional action rather than at the State level. The 
Pennsylvania CIO Council joins with other affiliates of the AFL-CIO in strongly 
urging adoption of H.R. 3547 and its companion measure in the Senate. 

We subscribe to the AFL-CIO statement, adopted by executive committe ac- 
tion, as well as by delegates to the national convention, as follows: 

“Unemployment insurance is a joint Federal-State program and improve 
ments can come at both levels of government. The States’ record to date, how- 
ever, does not offer promise of forthright action. Unemployment insurance has 
become a pawn in the rivalry of States for new industries. With almost mo- 
notonous regularity over the years, benefit levels have been tailored to tax reduc- 
tions until, in most States today, employers are paying less than one-third of 
the tax they paid when unemployment insurance was established.” 

The significance of the decline in maximum benefit levels throughout the States 
is that the original intent and purpose of unemployment insurance has been all 
but destroyed. The original intent was to provide the great majority of the job- 
less with a benefit equal to half their weekly wage. At the start the maximum 
benefit or ceiling was set high enough to permit this but, with the rise in wage 
levels, more and more workers began to draw the maximum rather than a wage- 
related benefit amount. 

We in Pennsylvania are aware of the unremitting drive by management groups 
to sway the public’s thinking, hoping to build up opposition to the attainment 
of Federal standards. Such groups term the effort ‘tan improper intrustion into 
the internal affairs of the States”. They claim that States will be restricted in 
their freedom to adapt to local conditions. 

It is our opinion that the main reason why States acting individually are 
unable to make these improvements is exactly the same reason that no State 
paid unemployment compensation benefits prior to the enactment by Congress 
of the Social Security Act. 

It is clear that the States are unwilling to provide any benefit program that 
would have an adverse effect on employers’ tax rates. With high employment 
levels in most postwar years, employers began to think of unemployment insur- 
ance as a way of reducing their taxes rather than as a way to improve benefits 
for employees. 

Under pressure from employers, State unemployment compensation laws have 
been perverted from a system of paying adequate benefits to the unemployed in 
order to protect the general economy from recessions and to build up an adequate 
reserve. In place of that fundamental purpose for such a law, we now have a 
cruel system of achieving tax reductions for employers. 

In Pennsylvania we know the bitter truth of that statement during the past 
10° years only too well. The same forces»which now are widely demanding 
amendments at this session under the unwarranted slogan “Let’s close the loop- 
holes in the operation of the unemployment compensation law” themselves were 
responsible for legislative acts which have drained the fund until today it is at 
its lowest point since its inception. The reserve is now at less than $60 million. 
By the end of April it is expected to drop to $35 million. 

While other industrial States were building up their reserves through rate 
increases, Pennsylvania was cutting into its fund for more than 10 years, not 
merely through merit rating but through specific handouts to employers by 
action of the legislature in the sessions of 1949 and 1951. The reserve fund 
had then climbed to almost $700 million and employers sold the lawmakers the 
idea there would be no need for such huge amount and that reductions in their 
contribution rates were in order. The legislature in October of 1951 even made 
the reduction retroactive to January 1 of that year. Refunds and credits claimed 
by the employers then took at least $80 million out of the fund, the lion’s share 
going to a handful of large companies. 

We have paid dearly in Pennsylvania because employers and their pliable 
lawmakers have replaced the original philosophy and unemployment com- 
pensation with the dangerous dogma of paying little into the fund when times 
are good and paying more when hard times come, as they usually do. 
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Our State today offers a tragic example of the danger of ignoring the warnings 
issued over the years by our labor unions and other enlightened students of un- 
employment compensation laws. The precarious condition of the reserve fund 
proves that we were not crying, “Wolf! Wolf!” 

Similarly, we call the attention of this committee and of the Congress to the 
truth of the statement repeatedly made over the years that the only way the 
various States can be put on a basis of equal advantage is through uniform 
Federal benefits, coverage, and eligibility standards. If Congress will take such 
action as specified in H.R.3547 and will shore-up the present State systems, 
it will contribute greatly toward making future recessions less likely or, at 
least, less severe. We can build stronger defenses for our free economy and our 
democratic way of life. 

We can make the unemployment compensation system, especially with regard 
to benefits in relation to wages, come closer to the original intent of the law. 

Thank you for the opportunity to present this tesimony. 3 


IMPROVED UNEMPLOYMENT COMPENSATION STANDARDS 
Statement of National Farmers Union supporting H.R. 3547 


Delegates to our recent convention expressed support for improved unen- 
ployment compensation laws. Such action on the part of the delegates was in 
recognition of unemployment insurance as a safety valve in our economy. When 
employment falls off, regardless of how, where, or when, unemployment insur- 
ance antomamatically adjusts to the needs of workers and to the ever present 
threat to effective demand for food, clothing, and shelter. 

Farmers cannot sell the maximum of food and fiber and the basic raw mate 
rials such as timber unless there is full employment. When unemployment 
strikes during depression or recession, unemployment benefits maintain at least 
a part of food purchases as well as "assists in keeping business in other seg- 
ments of industry moving along, though at a more restricted level than would 
be the case under conditions of full employment. What might be a real calam- 
ity in terms of the economy and economic growth is cushioned by the stabiliza- 
tion that unemployment benefits provide, and the well-being of the recipients 
means also the well-being of farmers, small businesses, and the economy gen- 
erally. 

An essential element of economic growth is the kind of protection afforded 
under H.R. 3547. In the context, all elements of the economy have a stake in 
> ala unemployment legislation. This is the basis of our support for H.R. 

7 

What is the present situation? 

Unemployment insurance was originally conceived as a program for the reim- 
bursement of a fixed proportion of lost wages. The system has progressively 
fallen further and further short of this intent. The majority of workers now 
do not draw half of their wage loss as the bill provides. The average unem- 
ployed person today receives only one-third of his lost wages. This is largely 
due to the failure of States to raise maximum benefit amounts proportionally 
with the rise of wages during the last 20 years. 

In other respects also unemployment insurance is falling short. At least one- 
third of the unemployed at any time during the last year were not eligible, had 
been disqualified from benefits, or had exhausted the number of weeks for which 
they could draw benefits. As a result, it is estimated that only one-fifth of total 
wage loss during this recession has been replaced by unemployment insurance 
payments. 

If this bill, which grants the great majority of workers at least half of their 
lost wages for up to 39 weeks, had been in effect during the last recession, an 
additional $2 billion would have been paid to the unemployed.’ This additional 
purchasing power, spent again and again in successive turnover, would have 
added substantially to the well-being ef all citizens. 

Improved unemployment insurance benefits would also serve to reduce Federal, 
State, and local expenditures under public assistance and general assistance. 
There has been an alarmingly ‘rapid rise during the last year in relief payments. 


2 University of Michigan study by Profs. William Haber, Fidele Fauri, and Wilbur Cohen. 
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In seme cities relief funds have actually beeneexhausted and the beneficiaries 
dropped from the rolls. General assistance, which is paid to some and not to 
other deserving people depending upon the policies of each county, usually does 
not provide anything for families where the head of the family is employable 
although he cannot get a job. There are also a great many people who do not 
want to suffer the indignity of applying for relief regardless of their personal 
circumstances. Thus, because some people won’t go on relief and because the 
funds are exhausted in many places, even the striking volume of relief expen- 
ditures does not fully mirror the failure of unemployment compensation. 

In addition to the benefit standards proposed, H.R. 3547 should be enacted 
because of its reinsurance provisions. Reinsurance eliminates the dangers of 
separate State financing which brings about excessive reserves in some cases and 
inadequate reserves in others. National economic readjustments do not produce 
unemployment equally in all States. This bill will to some extent share the cost 
of concentrated unemployment by a limited pooling of risk. 

In disasters and floods, the entire Nation provides assistance to the stricken 
area. There is no reason why the principle of reinsurance should not. act the 
same way in unemployment insurance to provide a kind of joint security against 
national economic hazards. 


NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHRORHOOD CENTERS, 
New York, N.Y., April 13, 1959. 

COUNSEL, 

Committee on Ways and Means, 

New House Office Building, Washington, D.C. 


DeAR Sirk: Would you kindly insert the following statement in the House 
hearings on unemployment insurance: The National Federation of Settlements 
and Neighborhood Centers wishes to go on record in support of the principles 
as enunciated in the Karsten bill, H.R. 38547. We advocate that a broader cov- 
erage of unemployment insurance to cover nonexempt employers of one or more, 
and the provision of such standards as are necessary to assure a soundly 
administered program. 

The sound stimulus which unemployment insurance has given to the economy 
through the years, speaks well for its further extension. In our experience in 
working with families through these many years, there is no comparison with 
the picture today in unemployment, as serious as it is, to that of the period prior 
to unemployment insurance. Certainly, the workers who are not now covered 
are in the same relationships as all unemployed were prior to the introduction of 
insurance. We strongly urge that Congress pass the legislation as soon as 
possible. 

Thank you. 

Sincerely yours, 
FERN M. Cornorn, 
Secretary, Social Education and Action. 


STATEMENT By Rupoteu T. DANSTEDT FOR THE NATIONAL ASSOCIATION OF SOCIAL 
WORKERS IN SUPPORT OF LEGISLATION FOR FEDERAL UNEMPLOYMENT COMPENSA- 
TION STANDARDS 


Mr. Chairman and members of the committee, the National Association of 
Social Workers, which I represent today, has long supported enactment of stand- 
ards in the Federal unemployment compensation law which would raise the 
benefit level, extend the duration of benefits, and extend coverage to all em- 
ployed workers. At our delegate assembly held in May of last year, we formally 
restated and reendorsed our position with respect to unemployment compensation. 
This position is contained in a recently published pamphlet entitled “Goals of 
Public Social Policy” and reads as follows: 

“A stronger unemployment insurance program.—A single Federal system of 


unemployment insurance covering all workers is a desirable ultimate objective. 
ending the achievement of such a Federal system the State programs should 

improved in the following ways: (a) All who work for wages should be pro- 
ected; (b) benefit levels should be increased .to reflect increases in the wage 
evel; (c) benefit periods should be extended to meet realistic unemployment 
ituations as they exist in many localities; (d) restrictive disqualification pro- 
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visions should be eliminated; and (e) “experiencé rating” provisions should bée 
abolished and provisions made for appropriate contribution adjustments on a 
flat rate basis. 

“In addition to changes in State laws to ac cottiplish these ends, changes should 


be made in the standards contained in the Federal law fo raise the benefit lev el, 


extend the duration of benefits, extend coverage to all employed workers, and 
stipulate that supplementation of unemployment compensation payments through 
employer-employee wage guarantee agreements be permitted.” 

The members of our association, the great majority of whom are professionally 
trained social workers, have a familiarity with the problems of the unemployed 
through a variety of settings. Many of our members are employed by public 
welfare agencies administering public assistance and child welfare services; 
others are in other governmental agencies concerued with the administration 
of correctional programs, medical, and psychiatric social work programs in hos- 
pitals and institutions, and care of the mentally ill in mental hygiene clinics. 
Still others have staff positions in public and voluntary recreation agencies, 
including, of course, community centers located in the hearts of our large cities. 


BENEFIT PAYMENTS ARE INSUFFICIENT 


The average weekly benefits under unemployment compensation range from 
a low of $21 to a high of $36. For a family of four to maintain a minimum 
decent standard of living, somewhere in the order of $100 a week is demanded. 
Recourse to unemployment compensation at the benefit levels available in even 
the best States represents such a sharp curtailment of the family’s income so 
as to constitute, during a period of even a few weeks of unemployment, a 
serious deprivation and certainly a threat to the family’s stability and security. 
When this is compounded in many parts of the country, with extended unem- 
ployment running into months in many instances, the eventual solution to the 
family’s minimum basic needs of food, shelter, and clothing is to apply for 
public assistance. Too many families have had to do this at a psychological 
cost that will, in the not-too-distant future, be represented in shattered educa- 
tional plans for the young people involved and in acute situations of problems 
of juvenile delinquency. 

Over the past months a sufficient number of families have reached the end 
of their rope so that a substantial increase in the general assistance caseloads 
in the States has occurred. In just the short interval of January 1958 to 
January 1959, general assistance caseloads have increased by 117,000 persons. 
In many States and localities this general assistance caseload has presented a 
serious financial problem and brought about a resort to surplus foods as a 
partial substitute for cash allowances to these unemployed persons. 


INCREASE IN BENEFIT AMOUNTS 


We support proposals in a number of bills before this committee which would 
provide an increase in benefit amounts in accordance with a formula that would 
insure an unemployed person receiving benefits equal to at least half of his 
average weekly wage up toa Maximum equal to two-thirds of the average weekly 
wage within the State. Such a formula would still fall short of meeting. the 
requirements of a family of four whose average earnings up to the time of unem- 
ployment might have been in the order of $100 a week. This increase, however, 
in the benefit amount represents a significant step forward in more realistic unem- 
ployment compensation payments in relation to a rising wage level and standard 
of living. 

INCREASE IN BENEFIT DURATION 


We support also proposals contained in various legislation before this com- 
mittee which would require that all eligible individuals be entitled to benefits 
for at least 39 weeks of unemployment. Evidence during this present recession 
eertainly demonstrates that in many areas and industries, return to employment 
has been a slow and unhappy and frequently unsuccessful process for many 
people. The inadequacy of the benefit duration was, of course, dramatically 
recognized when the temporary unemployment compensation law was enucted 
in 1958, and further underlined when it found necessary in March of this yerr 
to extend this program another 3 months to July 1, 1959. 

There is good evidence that extended unemployment is a serious problem in 
some industries and for older workers. Perhaps the needs of these individuals 
cannot be met through unemployment compensation programs alone, but an 
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effort should be made to enable them to maintain a sort of attachment to the 
labor force that is implied in continuing eligibility for unemployment com- 
pensation payments. 

BROADENING THE COVERAGE 


We support extending unemployment compensation to employers of one or 
more and believe that it is appropriate that this extension should include the 
employees of nonprofit organizations. Employees of such organizations were 
lly belatedly included under the old-age and survivors and disability insurance 
‘ed title ef the Social Security Act and we hold that their social insurance protection 
| should also cover loss of income due to unemployment. 


lic 
ee FURTHER PROTECTION FOR THOSE IN MOST ACUTE NEED 
1e8- The establishment of Federal standards with respect to benefit levels and 


cS. B benefit durations will take time and even when achieved, there will 
still be individuals with special needs. We hold, therefore, that enactment 
of a Federal-State cooperative program for general assistance is desirable and 
necessary. Such a program would reach out immediately to individuals whose 
benefits have expired and whose resources have been exhausted, and would relieve 
_ the acute financial situation in which many States and localities find themselves 
because of the drain on State and local funds for general assistance. 
sea. We hold further that Title IV: Grants to the States for Aid to Dependent 
see Children—of the Social Security Act should be amended so that one of the 
Ven | digibility conditions might be the unemployment of a parent. Aid to children 
\ whose parent is unemployed should not be denied. 


rity. CONCLUSION 

the We believe that there are solemn obligations on our Government which requires 
for Jthat it come to the rescue and help of individuals who are earnestly seeking 
sical Femployment but because of factors beyond their control are unable to obtain it. 
uca- The most significant measure for providing such help at this time would be 
lems Jthe establishment of adequate Federal standards for unemployment com- 

pensation. 

end Where, because of special need due to the size of a family, sickness, or other 
oads | special circumstances, unemployment compensation benefits are insufticient for 
S to [the maintenance of minimum standards of family subsistence, we would hold 
Sons. 


that the Government, through public assistance and by programs of general 


ed a fassistance and aid to dependent children should further help and sustain these 
as & families with such special needs. 


The Cuarrman. The committee will adjourn until 10 o’clock in 
vould |@ morning when it will be in executive session. 

vould | (Whereupon, at 3:35 p.m., the committee adjourned. ) 
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